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Unit 1: Introduction to Marketing Research

Beforedefiningómarketingresearchô,let usdetermineresearch.

Å Researchalwaysstartswith a questionor a problem.

Å Its purposeis to find answersto questionsthroughtheapplicationof thescientificmethod.

Å It is a systematicandintensivestudydirectedtowardsamorecompleteknowledgeof thesubject

studied.

Researchcan be classifiedinto two broad categories: (i) basic research,and (ii) applied research.

Basic researchis sometimescalledófundamentalôresearch,ótheoreticalôresearch,or ópureôresearch. It aims at

expandingthefrontiersof knowledgeanddoesnot directly involve pragmaticproblems. Theessenceof basicresearch

is thatit addressesitself to morefundamentalquestionsandnot to theproblemswith immediatecommercialpotential.

Applied research,which is also calledódecisionalôresearch,on the other hand, proceedswith a certain

problemandit specifiesalternativesolutionsandthepossibleoutcomesof eachalternative. Unlike basicresearch,it is

promptedby commercialconsiderations. Thoughonemayusuallybe ableto distinguishbetweenbasicresearchand

appliedresearch,the distinction betweenthe two sometimesgetsblurred. Severalfirms may be engagedin basic

researchwhich doesnot haveany immediatecommercialuse. However,it maybepotentiallycommercialor elsethe

firms wouldnothaveundertakenit atall.

Applied research can be divided into two categories: (i) problem-solving research, and (ii) 

problem-oriented research. Problem-solving research, as the name implies, is concerned with a particular issue or 

a problem and is usually proprietary in character. The latter characteristic indicates that such research is undertaken 

within a firm or by an outside consultant on its behalf. Problem-oriented research, on the other hand, is concerned 

with a class of issues or problems in which several firms may be interested.

Marketing Research

TheAmericanMarketingAssociation(AMA) hasdefinedmarketingresearchasfollow:

Marketing researchis the function which links the consumer,customer,and public to the marketer through

information-information used to identify and define marketing opportunitiesand problems; generate,refine and

evaluatemarketingactions; monitor marketingperformance; and improve understandingof market as a process.

Marketing researchspecifiesthe information required to addresstheseissues,designsthe methodfor collecting

information; managesandimplementsthedatacollectionprocess; analysestheresultsandcommunicatesthefindings

andtheir implications.
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Scopeof Marketing Research

Product Research

Productresearchis concernedwith the design,developmentandtestingof new productsaswell asimprovementof

the existing once. It also examineswhether the quality of a new product conformsto the desiredattributes. In

addition, it analysesthe product-mix in comparisonwith the competitive products. Further, in caseof durable

consumerproductsand technicalproducts,productresearchis concernedwith the analysisof after-salesservicing.

Researchon after-salesservicingbecomesrelevantas at times due to poor after-salesservice,the businessfirmôs

imageis damaged. It maybeemphasizedthattheproductresearchis concernedwith everystageof productlife cycle

viz. introduction,growth,maturity,anddecline.

Apart from the product itself, packagingis of considerableimportance. Over the years,it hasbecomea powerful

promotiontool aswell. On the basisof productandpackagingresearch,a businessfirm canevolvesuitablemarket

segmentstrategies.

SalesResearch

As the nameimplies, salesresearchis concernedwith all the selling activitiesof the firm. It would like to examine

varioussalesoutletsor territoriesin the light of their performancein termsof sales. Sucha researchcanbeproduct-

wise in addition to the overall performance. Further,the firm may know throughsalesresearchits position in the

marketin relationto its maincompetitors.

Anotherareawithin salesresearchis determiningtheeffectivenessof thesalesforce andidentifying specificfactors

thatmayimproveits performance. Researchmayalsobeundertakenon thedistributionmethodsfrom time to time so

that,if necessary,alternativemethodsmaybeintroducedsothatthedistributionfunctionis moreeffective.

Customer Research

Customerresearchis concernedwith the studies of buyer behaviour. It probes into different factors such as

sociological,economicandpsychologicalthat influencethecustomersin their decisionto buy the product. The firm

maylike to know whetherits customersaresatisfiedwith its productandto whatextent. Similarly, customerresearch

can providecustomersôsuggestionswhen they feel certain deficiency or when they would like to have some

improvementin the product. Normally, customerresearchis in the form of attitudinal studieswhich offer cluesin

distinguishingtheappealsof competitivebrandsto certaintypesof buyers. Customerresearchmaybeundertakennot

only at themacrolevel but at differentsegmentslevel aswell. Thefirms mayalsolike to ascertainits overallmarket

share. This apart,marketshareby eachcustomertypeaswell asby eachgeographicareais alsorelevantandassuch

thefirm mayundertakeresearchon theseaspects.

Pricing Research

Regardlessof the natureof business,every firm hasto decidewhat price is to be fixed for its goodsandservices.

Pricing is oneof themajor factorsthataffectsthesuccessof the firm. Costsform thebasisfor determiningtheprice.

There are a numberof other factors as well such as the natureof demand,extent of competition,technological

development,financial statusof the consumers,etc. If a new productis to be launched,the firm may undertaketest

marketing. In different locations,it canuseexperimentationto find the extentof its acceptabilityat varying prices.

This may help the firm to choosethe appropriateprice. In caseof an establishedproducttoo, the firm may like to

know how sensitiveto pricechangesareits targetsegments. In fact, this is nothingbut determiningthepriceelasticity

of demand.
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Advertising research

Another areain marketingresearchis relatedto advertising. The main objectiveof a firm using advertisingis to

increaseawarenessof its productor serviceto the targetgroup, leadingeventuallyto increasedsales. Unlessthe

prospectiveconsumersare aware of the availability of a product or service, there cannot be any sale. Hence

advertisingresearchassumesconsiderableimportance.

Therearetwo typesof advertisingresearch:

(i) Mediaresearch

(ii) Copytesting

Media researchis concernedwith alternativemediað television,radio,newspapersandmagazines. Here,the main

problemis how to choosea particularmediaor a combinationof media. Another problemis how to decideon a

specificinsertwithin a particulartypeof media.

As regardscopy testing,therearedifferent methodsthat areto be studiedto determinethe suitability of a particular

copybeforeit is finally releasedby thefirm asanadvertisement.

Limitations of Marketing Research

First , very manytimes,marketingresearchtendsto be fragmentaryin its approachasa resultof which it becomes

difficult to haveanoverallperspectivein which a marketingproblemis to beviewedandstudied. Second, marketing

researchis criticized on the groundthat it becomestoo superficialand faulty in industry. While the principlesof

marketingresearcharegoodbasedon scientific lines,in industry,marketingresearchis very oftenusedby thosewho

have had no formal training in the subject. Such personsavoid using detailed investigationsand sophisticated

techniqueswhichrequirebothtimeandpatienceon thepartof marketingresearchers.

Third , thereis anabsenceof a meaningfuldialoguebetweenthemarketingmanagementandthemarketingresearch

team.3 As a result, marketingresearchersget divorcedfrom the main streamof marketing. This deniesthem any

opportunity to test their findings in the practical marketing situation. Marketing researcherstend to think that

ñresearchis thebeall andendall.òThisattitudefurtherreducestheutility of researchto themanagement.

Fourth , marketingresearchis not an exactscience. Thereare severalimponderableswhich comein the way of

gettingaccurateresults. For example,consumerbehaviouris anareawhich is ratherelusive,andthetheorydoesnot

go very far in disclosingit veryprecisely.

Threats to Marketing Research

GeorgeDay,who lookedinto this issue,identifiedthreemajorthreatsto marketingandsurveyresearch: (1) excessive

interviewing,(2) lackof considerationandabuseof respondents,and(3) theuseof marketingresearchasa salesploy.

It maybenotedthat thesefactorsposea threatto marketingresearchparticularlyin westerncountries,whereit is far

moredeveloped. In a country like India, marketingresearchis still usedinfrequentlyandassuchthesethreatsare

almostnon-existent.

Value and Costof Information

This criterion requires the decision maker to calculate the expected value for each alternative decision. This is done 

by (i) multiplying each decision alternative by the probability value assigned to the state of nature that can occur.

Sometimes management needs additional information so that it can make the right decision. In such cases it has to 

first decide how much it can pay for this information to an outside consultancy firm. There always is a maximum 

limit beyond which management is not prepared to spend for information. This brings us to the concept of óexpected 

monetary value of perfect information (EMVPI).
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Marketing Information System

A structured,interactingcomplex of persons,machines,and proceduresdesignedto generatean orderly flow of

pertinentinformation,collectedfrom both intra- andextra-firm sources,for useas the basisfor decisionmakingin

specifiedareasof marketingmanagement.

A comparisonof thetwo conceptsshowsthatwhile marketingresearchgeneratesinformation,marketinginformation

systemconcentrateson thestorageandflow of informationto marketingmanagers.

Table: Contrasting Characteristics of Marketing Research and a Marketing Information System

Figureshowsthemarketinginformationsystem(MIS). As canbeseenfrom this Figure,MIS hasfour subsystemsof

which marketingresearch(MR) is one. Further,eachsub-systemis linked with the other three and the flow of

informationis bothways.
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The box on the left side of Figure showsmarketingenvironmentwhich marketingmanagersmust understandand

analysefrom time to time. This is concernedwith target markets,marketingchannels,competitors,publics and

macro-environmentalforces. The informationemanatingfrom thesefactorsis pickedup by the companyby oneof

four subsystemsmakingup MIS. From thesesubsystems,the informationeventuallyflows to concernedmarketing

managersasshownon theright sideof Figure. The informationthusreceivedis analysedby marketingmanagersso

thatthemarketingactivity of thefirm canbeproperlyplannedandimplemented.

Marketing DecisionSupport System

Closelyrelatedto themarketinginformationsystemis themarketingdecisionsupportsystem(MDSS).

On accountof the highly competitiveenvironmentespeciallyin Westerncountries,marketingmanagersfrequently

find themselvesseekinga wide rangeof informationin orderto taketheright decision. This meansthatthemarketing

managershouldnot only beconcernedwith theavailability of therequisiteinformationbut alsowith its accuracyand

adequacy. It pavestheway for thecreationof a marketingdecisionsupportsystem(MDSS). Sucha systemcomprises

collection,storage,analysisandreportingof marketingdata. Theintroductionof computershasfacilitatedthesetting

upof MDSS.

ThemaindifferencebetweenMIS andMDSSis thatwhereastheformer is centralised,the latter is decentralisedand

allowsmarketingmanagersto interactdirectlywith thedatabase.

MDSS can be classifiedinto five components: (i) datasources,(ii) datamanagement,(iii) display, (iv) statistical

analysis,and(v) modelling. Datasourcesarea major componentof MDSS. Thesesourcescanbe both internaland

external. For example,acompanyôsaccountingsystemis aninternaldatasource. This sourceprovidesdatapertaining

to orders,sales,inventory levels, receivables,and payables. Library sourcesas well as syndicateserviceare the

examplesof external data source. Library sourcescontain a wide range of information such as government

publications,reports,periodicals,etc. Likewise, syndicateserviceprovidesdataof various types. Thesedatamay

relateto consumersales,buyerprofiles,salesof retail outlets,evaluationof advertisingcampaigns,major economic,

social and demographictrends,etc. Both library sourcesand syndicateservice can be immenselyuseful to the

company.

In view of a variety of internalandexternaldatasources,it becomesnecessaryfor the companyto devisea proper

databasemanagement. This involves identifying datafrom a variety of sources,decidingon the extentof dataand

keepingthedatain aneasilyavailableform.

Dataformatsallow theretrievalof dataeasilyandpromptly. Displayformatscouldrangefrom simpleadhocretrieval

to moreformal displays. A companymay havea graphicdisplaypackageconsistingof suchoptionsastime-series

plots,barandpiecharts,scatterdiagramswherecomparisonof two measuresis involved.

Statisticalanalysisinvolvestheperformanceof differentstatisticaloperationssuchascalculationof averages,standard

deviationandregression. Suchcalculationsclarify the relationshipamongmarketingvariables. This, in turn, brings

out theunderlyingmarketingissuesin sharpfocus.

Modelling is the last componentof MDSS. Modelsaremathematicalformulations. Marketingdecisioncanbe tested

againstthemodelto ascertainwhatcouldbethepossibleoutcomein eachsituation.
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Threats to Marketing research

GeorgeDay,who lookedinto this issue,identifiedthreemajorthreatsto marketingandsurveyresearch:

(1) excessiveinterviewing,

(2) lackof considerationandabuseof respondents,and

(3) theuseof marketingresearchasasalesploy.

It maybenotedthat thesefactorsposea threatto marketingresearchparticularlyin westerncountries,whereit is far

more developed. In a country like India, marketingresearchis still usedinfrequentlyand as suchthesethreatsare

almostnon-existent. However,we shall briefly look into theseissues. McDaniel,Verille andMaddencarriedout an

empiricalreappraisalof thesethreats. Theyreportedtheresultsfrom five crosssectionalstudiesconductedat two-year

intervalsduring 1974ð82. The scopeof the presentstudydoesnot allow us to go into detailsof thesesurveys. We

will, therefore,mentiononly the major findings of the study. Of the threeareasinvestigated-excessiveinterviewing,

lack of considerationandabuseof respondents,andtheuseof marketingresearchasa salesploy-it wasfoundthatthe

third oneis perhapsthegreatestthreat. If notchecked,it is likely to erodethetrustof consumerrespondents.

Theinterestof marketingresearchwill suffer if it is usedto camouflagesalescalls. Respondentswill besuspiciousof

interviewersandwill not like to cooperatein legitimateresearch.

McDaniel, Verille andMaddenhaveexpressedtheir concernover the fact that 40 per centof the collegeeducated,

middle upperincomerespondentsandmorethanhalf of the respondentsliving in the westernregionof the United

Stateshaveexperiencedmarketingresearchasasalesploy.

Theyfeel thatthis mayjeopardisegenuinemarketingresearch,particularlyasthesepeoplemaybeopinionleaderson

accountof theirbettereducationandaffluence.

Althoughthestudydid not find theothertwo areasasseriousthreatsto marketingresearchthereis a potentialdanger

in thesefields. As arespondentôscooperationis vitally importantin marketingresearch,its depletionwill adversely

affecttheinterestof marketingresearchers. Accordingly,theyrecommendedthatbothexcessiveinterviewingandlack

of consideration,andabuseof respondentsbeavoided.

This couldbedoneby screeningquestionsso that personswho havebeeninterviewedrecentlyor too frequentlycan

beeliminated. Also, it is advisableto usenon-interviewingresearchtechniqueswhereverpossiblesothat theneedto

approachrespondentsis minimised.

Relationship betweenMarketing Research& Marketing

A point that needsto be emphasisedis that managementof marketingresearchcanbe effectiveandsuccessfulonly

whenthereis coordinationbetweenresearchandmanagement. Both of themshouldhavea goodunderstandingand

appreciationof eachotherôsrole. However,in practiceone finds that on many occasionsthereare differencesof

opinion anddiscordbetweenthe researchdepartmentandthe management. In this context,it will be worthwhile to

studysomeof themajorareasof conflict betweenthem.

Keane,JohnG hasspeltout the conflicting pointsof view of the top managementandmarketingresearchersin the

areasof researchresponsibility,researchpersonnel,budget,assignments,problemdefinition, researchreportingand

useof research. Theseviewpointsaregivenin Table
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Table 2.1 Probable Areas of Top ManagementðMarketing Research Conflict

Top management position Area Marketing research position

Å MR lacks sense of accountability Research
Å Responsibility should be explicitly 

defined and consistently followed

Å Sole MR function is an information provider

Responsibility
Å Desire decision-making involvement w 

ith TM

Å Generally poor communicators Research Å TM is anti-intellectual

Å Lacks enthusiasm, salesmanship and 

imagination

Personnel

Å Researchers should be hired, judged and 

compensated on research capabilities

Å Research costs too much
Budget

Å ñYou get what you pay for" defence

Å Since MRôs contribution is difficult to 

measure, budget cuts are relatively defensible

Å Needs to be continuing, long-range TM 

commitment

Å Tend to be over-engineered
Assignments

Å Too many non-researchable requests

Å Not executed with the proper sense of 

urgency
Å Too many ñfire-fighting" requests

Å Exhibit ritualized, staid approach
Å Insufficient time and money allocated

Å MR best equipped to do this Problem Å TM generally unsympathetic to this 

widespread problem

Å General direction sufficient... MR must 

appreciate and respond

Definition
Å Not given all the relevant facts

Å Can't help changing circumstances Å Changed after research is under way

Å Characterised as dull with too much 

researchers and qualifiers

Research Å TM treats superficially

Å Not decision-oriented Reporting
Å Good research demands through 

reporting and documentation

Å Too often reported after the fact Å Insufficient lead-time given

Å Free to use as it pleases... MR should't 

question

Use of 

Research

Å TM use to support a pre-detennined 

position

Å Changes in need and timing of research are 

sometimes unavoidable

Å Isn't used after requested and 

conducted... wasteful

Å MR deceived by not know ing all the facts Å Uses to confirm or excuse past actions
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In order to improve the inter-relationship between top management and marketing researchers, Keane offers very 

useful suggestions which are briefly as follows:

Suggestionsfor top management

1. Top managementshoulddefine researchresponsibilities. It shouldclearly specify the overall function of the

researchdepartment,its limitationsandits priorities. Also, theroleof theresearchdirectorshouldbespeltout.

2. Realisticresearchbudgetsshouldbe establishedaswell asperiodicallyreviewedby the top management. It is

necessaryto associatethemarketingresearchdirectorin setting.

3. Top managementshouldbeobjectivewhile appraisingtheeffortsof research. It shouldnot allow itself to be led

by its ownnotionsandbiasesin thisregard.

4. It is necessaryto undertakea detailedperiodicalreviewof researchin all its ramifications. Sucha reviewshould

coverbudgets,priorities in researchprojects,personnel,goalsandpolicies,with a view to improving the marketing

researchfunction.

5. Managementshouldemphasisehigh yielding researchprojectsso that profitability throughmarketingresearch

canbeincreased. Eachresearchprojectshouldbequestionedasto its currentbenefitandcost.

6. Managementshouldensurethatnoneof its activitiesis againsttheethicalprinciples.

7. Finally, managementshouldensurethattherearenot too manylayersbetweenthetop managementandresearch.

Toomanylayerswould delaytheflow of researchfindingsto topmanagement.

Suggestionsfor marketing research

1. Marketingresearchersshouldmakeeveryeffort to understandthethinkingof topmanagement. Theyshouldhave

a clear understandingof the plansand priorities of the companyso that their own efforts may fit into the overall

framework.

2. Marketing researchersshouldbe decision-orientedand attacha senseof urgencyto the preparationof their

reports.

3. Thereshouldbea continuouseffort on thepartof marketingresearchersto improveresearchmethodology. They

shouldcombinecommunicationskills, researchskills andstimulateinnovationin researchmethodology.

4. Often, thereis a tendencyto repeatthe familiar approachas it is convenient,ratherthan to explorethe best

possibleapproach. This doesnot allow marketingresearchersto beasimaginativeastheyshouldbe. Obviously,there

is a needfor moreimaginationin marketingresearch.

5. Marketing researchersshould be on the look out for relevantresearchopportunitieswhich may be highly

beneficial to their company. They shouldkeepthemselvesup to datein economic,demographicand other related

fields.

6. Marketingresearchersshouldensurethattheir researchateverystageis in conformitywith theethicalprinciples.

7. Finally, marketingresearchersshouldmakeeveryeffort to achievepersuasivecommunication. Many a time, top

managementignoresresearchfindings becauseof inadequateandpoor communication. The researchreport should

havea properformat,themethodologyshouldbeclearlyexplained,andthefindingswell documentedin a preciseand

a convincingmanner.
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Organising Marketing ResearchFunction

Organisationalstructurefor this function will differ accordingto the type of agencywhich is handlingit. Thus,a

marketingresearchorganisationin a manufacturingfirm will bevery different from that in researchor a consultancy

firm, as the requirementsand emphasison researchwill be different. A major differencebetweena manufacturing

firm anda researchfirm is thatwhereasin theformer,researchbeingoneof theseveralactivitiesis a meansto anend,

in the latter, researchis the only activity and is an end in itself. The researchfirm hasto ensurethat researchmust

ultimately leadto profit otherwiseit cannotsurvive. In contrast,a manufacturingfirm doesnot aim at profit although

it wouldexpectthatresearchwill indirectly leadto increasedprofitability.

Another point of differencebetweenthe two organisationsis the degreeof emphasison the practical utility of

marketingresearch. A manufacturerôsfirm would normallyplacegreateremphasison themarketingresearchfindings

in the day-to-day marketingof its products. But this neednot be the casein a researchfirm as it is not engagedin

marketingof anyproducts.

Comingto theorganisationof researchactivity, severalalternativesareopento a firm. For example,therecouldbea

marketingresearchdepartmentor cell with a skeletonstaff if the marketingresearchactivity is not very important.

Alternatively, the firm may havea well-developeddepartmentcomprisinga numberof specialistsasalso the other

supportingstaff. Theseare the two extremeswithin which the marketingresearchorganisationwould vary. The

specificorganisationwill dependon therequirementof eachfirm. It is worth emphasisingthata firm, intendingto set

upanorganisationto look aftermarketingresearchfunction,maynot bein a positionto setup themostsuitableonein

the very first attempt. As its managementacquiresexperiencein managingthe researchfunction, it goeson making

improvementsin its organisation. In courseof time,suchanapproachwill enablethefirm to developthemostsuitable

organisationto manageits researchfunction.

A firm which hasdecidedto introducea marketingresearchfunctionhasto decidewhich of thethreeoptionsthatare

normally available,shouldbe selected: (i) to setup a formalisedmarketingresearchdepartmentconsistingof some

full -time specialistswhosemain responsibilitywould be to carry out marketing researchstudiesand report the

findingsto themanagement,(ii) to assignthemarketingresearchresponsibilityto oneor moreline or staff executives

on a part-time basis,who would haveto undertakeit in additionto themajorresponsibilityin someothersphere,and

(iii) to assigntheresponsibilityof undertakingmarketingresearchto anoutsideindividual or anorganisation.4 There

aremarketingresearchconsultantswho do researchon behalfof the firm andarepaid their consultancyfeesfor the

same. Small firms prefer to adoptthe secondor third approachwhereasmediumand large-sizedfirms, which may

have frequent marketing problems,prefer the first one. The latter would also involve the maximum financial

commitment. In somefirms, wherea separatemarketinginformationsystemexists,the marketingresearchfunction

may form a part of sucha system. In such cases,marketingresearchactsas one of the inputs to the marketing

informationsystem. Wherevermarketingresearchis undertakenfrequently,it is desirableto formalisethis function

andto integrateit notonly with marketingactivity butwith theoverallmanagementof theorganisation.

A point which is worth mentioningis that if the firm hasdecidedto havea separatemarketingresearchdepartment,

thensufficientfreedomshouldbegivento thelatterto carryout its tasks. Manya time thedepartmentsaresetup with

high hopesandexpectationsbut arenot given thenecessaryfinancesandfreedom. As a result,theyareunableto do

much for their firms. Marketingresearchdepartmentsshouldbe encouragedto develop,carry out andanalysetheir

researchastheydeemfit . Thetop managementmustdelegatenecessaryauthorityto the researchpersonnelto enable

them to carry out their work smoothly. Another aspectthat is relevant is whether a large firm should have a

centralizedmarketingresearchdepartmentor whetheralternativelyeachdivision or operatingunit shouldhave its

own. The main advantageof the centralisedmarketing researchdepartmentis that there will be more effective

coordinationof
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marketingresearchwith marketingmanagement. Also, effectivecontrol andsupervisionof researchcanbeensured.

On theotherhand,if marketingresearchis undertakenby eachdivision or operatingunit, it will enableresearchersto

bemoreknowledgeableaboutdivisionalmarketsandtheir problems. In addition,suchanapproachwill offer greater

autonomyto divisionsandoperatingunits in their researchactivity which will ultimately be beneficialto the firm.

Both theseapproachesarein vogueandit is difficult to saywhich is morepopular. In this context,it is pertinentto

note that the organisationof marketingresearchfunction neednot remainstatic for all time to come. It shouldbe

dynamicandflexible sothatit canbeadaptedto thechangingrequirementsof thefirm.

If a companyhasdecidedto setupa separatemarketingresearchdepartment,it is veryessentialthatit shouldbeclear

aboutits role in the overall organisation. The marketingresearchdepartmentshouldtakeup problemsfacedby the

company,studythemobjectivelyandreportits findingsto themanagement. It shoulddevelopa plan,withoutwhich it

will lack focusandutility to themanagement. Like anyotherplan,thekey elementsof a marketingresearchplanare

the same,namely,objectives,policies,specificprojects,resourcesrequiredboth in termsof manpowerandbudget

anda time schedulefor researchprojects. In identifying researchprojects,it is expectedthat clearpriorities arelaid

down on the basisof which they can be takenup for investigation. Thesepriorities shouldbe matchedby proper

allocationof fundsandmanpower.

The marketingresearchplan shouldbe written out in sufficient detail. Before it is finalised,it shouldbe circulated

amongstthe concernedofficials in the company. It should fit into the marketingplan of the companyas it is an

importantinput in it. Although it shouldbe followed andimplementedasfor aspossible,thereshouldbeanelement

of flexibility in it sothatcertainchanges,if foundnecessary,canbemade.

Evaluating utility of Marketing Research

Myers and Samli mention that while much has beenwritten about the objectivesand techniquesof marketing

research,almostno emphasishasbeenlaid on its evaluationand control. The needfor evaluationand control in

marketingresearchis foundat two levels: (i) theindividual project,and(ii) thetotal researchactivity within a firm. In

respectof individual researchprojects,themanagementshoulddeterminewhatexactlyis to bedoneandkeeptrackof

it on a weekly, fortnightly or a monthly basis. Managementcan usecertaintools to evaluateand control research

projects. MyersandSamlihaveexplainedtheseat length. Theyarebriefly describedbelow:

checklist

To beginwith, a checklist, which is a versatileanda usefultool, canbeused. It canbeshortor long, consistingof a

few or many questions,dependingon the actual requirementof management. The list should contain specific

questionson theobjectivesof projectandits researchdesign. It servesasa reminderfor thetypesof problemsthatare

likely to comeupduringthecourseof theprojectandhelpsin resolvingthem.

flow chart

Anothertool is the logical flow chartwhich indicatesthe sequenceof a researchprojectcoveringvariousactivities.

For example,library research,collectionof data,analysisof data,andsoon. Sucha flow chartenablesmanagement

to maintainan overall control over the project. One major limitation of this tool is that it doesnot give the time

dimensionfor thetotalactivity.

gnatt chart

A Gnattchartis usedin orderto providea time dimensionfor controllingmarketingresearch. Suchachartenablesthe

managementto developanoverall researchscheduleby allocatinga time periodto eachcomponentof research. It is

veryhelpful to themanagementin controllingthetotal researchactivity.
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pert technique

Finally, the ProgrammeEvaluationandReviewTechnique(PERT) canbe used. Although PERT hasbeenusedin

administrativeandproductionproblems,hardlyanyapplicationin marketingresearchis available. It canhoweverbe

used effectively in this field as well, especiallywhen the project is neither a routine nor a small one. It is a

probabilisticschedulingapproach. Usually three-time estimatesðoptimistic, most likely, andpessimisticðareused.

advisory committee

As regardscontrolof the total researchactivity, it is necessaryto setup meaningfulcontrol procedures. An advisory

committee,comprisingrepresentativesfrom all functionsservedby marketingresearch,is probablythemosteffective

way of evaluatingandcontrollingthetotal marketingresearchactivity. Its maintaskis to providea broaddirectionto

the marketingresearchprogrammeso that it is problem-orientedanduseful to the company. However,it doesnot

discussresearchtechniquesnor does it review the studiesdone. It is not an executivecommitteeto which the

marketingresearcherreports. marketing researchaudit

Anothermethodis the marketingresearchaudit. Severalyearsago,Sessions7 proposedthe needfor suchan audit.

Accordingto him, a marketingaudit shouldprovidean objectivebasisfor answeringthreekey questions: (i) Is the

researchprogrammein tunewith thecharacterof thecompanyaswell asits need?(ii) How cantheadministrationof

researchbemadeto setthepacefor operatingefficiency?(iii) Is theresearchstaff sufficiently in touchwith therealm

of ideaswhichdeterminesalesgrowthandfuturemarketpositionfor thecompany?

In order to make marketing research audit effective, it must be undertaken as the joint responsibility of the research 

group and of all departments having a direct interest in the use of marketing

RecentTrends / Issuesin Marketing Research

First, the quality of any informationcollectedthroughmarketingresearchsurveyswill be considerablyaffectedon

account of lack of transparencyin business. This problem can be overcome by having more and more

professionalisationandinstitutionalisationof marketingresearch.

Second,marketingresearchis frequentlyseenasa separateactivity undertakenby professionalsand is not linked

with shortor long termmarketingstrategies. It is advisableto involve operationalstaff in a companywith marketing

researchactivity. This will be advantageousto both professionalsand operationalstaff and will make marketing

researchmoreusefulto thebusiness.

Third, a major issueat the institutional level is the allocationof budgetto marketingresearchactivity. Small firms

mayusemarketingresearchat their discretionandthattoo on a modestscale. But largefirms mayhaveto useit more

frequentlyand,assuch,theymayhaveto allocateadequatefundsfor it.

Fourth, marketingresearchhasso far remainedconfinedto the urbanmarket. The marketingproblemsin the rural

India arevastandcomplicatedandhavehardly beenaddressed. However,with the improvedstandardof living in

rural areas,therewill bea largerconsumptionof packagedgoodsandconsumerdurables. In view of this, marketing

researchershaveto think seriouslyasto how far their techniquescanbe appliedto a rural setting. It is, no doubt,a

challengeto professionalsbut it offersthema greatopportunityaswell.

Fifth, marketingresearchagenciesshouldnot merelyhavecontextualfamiliarity with theprojectsasat present. They

shouldbevery well-informedabouteachsectorsuchastelecomresearch,pharmaceuticalresearch,etc. Theemphasis

shouldbeon industry/sectorspecificresearchwheremoresophisticatedtechniquescanbeused.
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Sixth, thereis not yet adequaterealizationof theimportanceof marketinginformationsystemandmarketingdecision

supportsystem. In view of increasingcompetitionin business,companiesor marketingresearchagenciesmusthave

databasessothattherequisiteinformationcanberetrievedwithoutanydelay.

Finally, asmentionedearlier,sofar adequateattentionhasnot beengivento thestudyof consumerbehaviour,which

leadsto qualitativeresearch.

Online Marketing Research

Online Market Research is a research method in which the data collection process is carried out over the Internet.

Online Market Research can be either Qualitative or Quantitative. Quantitative Online Methods include mobile and 

app surveys.

This research can evaluate the performance of a product or service and may allow companies to glean insight into 

consumer purchasing behavior. With the rising use of the Internet, online research has become a popular tool among 

market research firms.

Online research can provide additional information about a buyer, such as her prior purchasing history. Online 

research projects can be carried out by a company itself or by a hired research firm.

Growth in Online Market Research

In recentyears,therehasbeena substantialincreasein the recordednumberof householdInternetusers,making

online shoppingmore popular. As businesseshave becomemore global and virtual, their target audiencehas

expandedwell beyondany specific geographicallocation. A companycan conductan online survey in which it

selectsis respondentsfrom all over theworld in a lesscostlymannerthanit would with mail, telephone,or in-person

interviews.

Onlineretail andtransactionshavebecomemorepopularin recentyears. In countrieslike theU.S., wheretheinternet

is readilyavailableto almosteveryhousehold,online retail spendingis expectedto increase. As consumersincrease

their participationin online shopping,it may becomemore convenientfor retailersto maintaina databaseof their

consumersôpurchasinghistory. Companiescan effectively utilize this data throughoutthe courseof their online

research.

Advantagesin Online Market Research

Conductingonline researchcan be a complex procedureand may require considerableexpertiseon the part of

researchersin obtainingaccuratedata. It may be challengingto recruit participantsin online researchfor several

reasons. Recipientsmaybereluctantto participatein onlineresearchbecausetheymaybeafraidthat theprivacyand

confidentialityof their personalinformationmay be violated. Sincethe identity of the researchercannotbe verified

completely,peoplemay find it difficult to trust suchresearchmethods. Researchersoften presentparticipantswith

somemonetaryor non-monetaryrewardsfor their participation. Participantsmaybewary of monetarycompensation

promisedonline.

Benefitsof Online Market Research

Online market research can be a beneficial tool for companies due to its reach and convenience. Online research 

tools can be used with relative ease and accuracy for both qualitative and quantitative research.
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Å Costadvantages

Å Speedadvantages

Å Datacollectionin real-time

Å Advancedanalytics

Å Efficient globalandmulti-countrysurveymanagement

Marketing researchindustry in India / Constraints in usingMarketing Research

1. A majorconstraintis onaccountof theheterogeneityof thecountrywith thevastgeographicalarea. Addedto this

is the languageproblem. So many languagesare spoken in the country that a nation-wide survey using the

questionnairemethodbecomesextremelydifficult . In addition,thismethodbecomesquiteexpensive.

2. Anotherproblemin theuseof marketingresearchis thenon-availability of relevantsecondarydata. On account

of this, samplingframes,on the basisof which samplesareto be drawn,areusuallyincompleteandinadequate. For

example,takethecaseofvotersôlists. Theseareseldomcomplete,anda numberof complaintsarereceivedregarding

theomissionof a largenumberof voters. Thus,avotersôlist cannotservethepurposeof a propersamplingframe.

3. Many businessfirms believethatmarketingresearchis too expensive. Theyare,therefore,quiteindifferentto the

useof marketingresearch. It may be emphasizedthat this is not alwaysso. Someproblemscan be takenup for

researchwithin a limited budget. Wherea comprehensivefield survey is involved coveringfar-flung areasof the

country,suchstudywouldbeprohibitivelyexpensive.

4. At times,therelationshipbetweentheresearchersandmanagementmayalsoactasa constraint. This mayhappen

in thosebusinessfirms wheremanagementandresearchersdo not understandandappreciateeachotherôsviewpoint.

Thisproblemmaybefoundmorefrequentlyin thosefirms whichdonothaveprofessionalmanagement.

5. Many businessfirms in India think that marketingresearchis not necessary. They believethat experienceof

runningthebusiness,coupledwith intuition on thepartof thetopmanagement,canbehelpful in solvingtheproblem.
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Unit 2: Marketing Research Proposal

MarketingResearchProposal

Theofficial layoutof theplannedmarketingresearchactivity for management. It describestheresearchproblem,the

approach,theresearchdesign,datacollectionmethods,dataanalysismethods,andreportingmethods.

Oncetheresearchdesignhasbeenformulatedandthebudgetingandschedulingof theprojectaccomplished,a written

researchproposalshouldbeprepared. Themarketingresearchproposalcontainstheessenceof theprojectandserves

as a contractbetweenthe researcherand management. The researchproposalcoversall phasesof the marketing

researchprocess. It describesthe researchproblem, the approach,the researchdesign,and how the data will be

collected,analyzed,andreported. It givesa costestimateanda time schedulefor completingtheproject. Althoughthe

format of a researchproposalmay vary considerably,most proposalsaddressall stepsof the marketingresearch

processandcontainthefollowing elements.

1. ExecutiveSummary. The proposalshouldbeginwith a summaryof the major points from eachof the other

sections,presentinganoverviewof theentireproposal.

2. Background. Thebackgroundto theproblem,includingtheenvironmentalcontext,shouldbediscussed.

3. ProblemDefinition/Objectivesof the Research. Normally, a statementof theproblem,including thespecific

components,shouldbe presented. If this statementhasnot beendeveloped(asin the caseof problemidentification

research),theobjectivesof themarketingresearchprojectshouldbeclearlyspecified.

4. Approach to the Problem. At a minimum, a review of the relevantacademicand tradeliteratureshouldbe

presented,alongwith somekind of an analyticalmodel. If researchquestionsandhypotheseshavebeenidentified,

thentheseshouldbeincludedin theproposal.

5. ResearchDesign. Theresearchdesignadopted,whetherexploratory,descriptive,or causal,shouldbespecified.

Informationshouldbeprovidedon thefollowing components:

(1) kind of informationto beobtained,

(2) methodof administeringthequestionnaire(mail, telephone,personalor electronicinterviews),

(3) scalingtechniques,

(4) natureof thequestionnaire(typeof questionsasked,length,averageinterviewingtime),and

(5) samplingplanandsamplesize.

6. Fieldwork/DataCollection. Theproposalshoulddiscusshow thedatawill becollectedandwho will collect it.

If the fieldwork is to be subcontractedto anothersupplier,this shouldbe stated. Control mechanismsto ensurethe

qualityof datacollectedshouldbedescribed.

7. Data Analysis. The kind of dataanalysisthat will be conducted(simplecross-tabulations,univariateanalysis,

multivariateanalysis)andhowtheresultswill beinterpretedshouldbedescribed.

8. Reporting. Theproposalshouldspecifywhetherintermediatereportswill bepresentedandat whatstages,what

will betheform of thefinal report,andwhethera formalpresentationof theresultswill bemade.
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9. Costand Time. Thecostof theprojectanda time schedule,brokendownby phases,shouldbepresented. ACPM

or PERTchartmightbeincluded. In largeprojects,apaymentscheduleis alsoworkedout in advance.

10. Appendices. Any statisticalor otherinformationthat is of interestonly to a few peopleshouldbecontainedin

appendices.

Preparinga researchproposalhasseveraladvantages. It ensuresthat the researcherandmanagementagreeaboutthe

natureof the project and helps sell the project to management. Becausethe preparationof the proposalentails

planning,it helpstheresearcherconceptualizeandexecutethemarketingresearchproject.

ReportWriting

A report should be written for a specific reader or readers: the marketing managers who will use the results. The 

report should take into account the readersô technical sophistication and interest in the project, as well as the 

circumstances under which they will read the report and how they will use it. Technical jargon should be avoided. As 

expressed by one expert, ñThe readers of your reports are busy people; and very few of them can balance a research 

report, a cup of coffee, and a dictionary at one time.ò Instead of technical terms such as maximum likelihood, 

heteroscedasticity,and nonparametric,use descriptive explanations. If some technical terms cannot be avoided, 

briefly define them in an appendix. When it comes to marketing research, people would rather live with a problem 

they cannot solve than accept a solution they cannot understand. Often the researcher must cater to the needs of 

several audiences with different levels of technical sophistication and interest in the project. Such conflicting needs 

may be met by including different sections in the report for different readers, or by separate reports entirely.

Easyto Follow

Thereportshouldbeeasyto follow. It shouldbestructuredlogically andwritten clearly. Thematerial,particularlythe

bodyof thereport,shouldbestructuredin a logical mannersothat thereadercaneasilyseethe inherentconnections

andlinkages. Headingsshouldbeusedfor differenttopicsandsubheadingsfor subtopics.

A logical organizationalso leadsto a coherentreport. Clarity canbe enhancedby usingwell-constructedsentences

that areshortandto the point. The wordsusedshouldexpresspreciselywhat the researcherwantsto communicate.

Difficult words,slang,andclichesshouldbeavoided. An excellentcheckon theclarity of a reportis to havetwo or

threepeoplewho areunfamiliar with the project readit andoffer critical comments. Severalrevisionsof the report

maybeneededbeforethefinal documentemerges.

PresentableandProfessionalAppearance

The appearanceof a report is important. The reportshouldbe professionallyreproducedwith quality paper,typing,

and binding. The typographyshould be varied. Variation in type size and skilful use of white spacecan greatly

contributeto theappearanceandreadabilityof thereport.

Ethics in Marketing Research

During theresearchdesignstage,not only aretheconcernsof theresearcherandtheclient involvedbut the rightsof

the respondentsmustalsobe respected. Although thereusuallyisnôtany direct contactbetweenthe respondentand

the other stakeholders(client and researcher)during researchdesign,this is the stagewhen decisionswith ethical

ramifications,suchasusinghiddenvideoor audiotaperecorders,aremade.

Thebasicquestionof the typeof researchdesignthatshouldbeadopted(i.e., descriptiveor causal,crosssectionalor

longitudinal)hasethicalovertones. Forexample,whenstudyingbrand-switchingin toothpaste
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purchases,a longitudinaldesignis theonly actualway to assesschangesin an individualrespondentôsbrandchoice.

A researchfirm thathasnot conductedmanylongitudinalstudiesmaytry to justify theuseof a crosssectionaldesign.

Is thisethical?

The researchersmust ensurethat the researchdesignutilized will provide the information neededto addressthe

marketingresearchproblemthat hasbeenidentified. The client shouldhave the integrity not to misrepresentthe

project and should describethe constraintsunder which the researchermust operateand not make unreasonable

demands. Longitudinalresearchtakestime. Descriptiveresearchmight requireinterviewingcustomers. If time is an

issue,or if customercontacthasto be restricted,the client shouldmaketheseconstraintsknown at the startof the

project. Finally, the client shouldnot takeundueadvantageof the researchfirm to solicit unfair concessionsfor the

currentprojectby makingfalsepromisesof futureresearchcontracts.

Ethical Issuesin the Marketing and ResearchProcess

I . Problem Definition

Å Usingsurveysasaguisefor sellingor fundraising

Å Personalagendasof theresearcheror client

Å Conductingunnecessaryresearch

II . Developingan Approach

Å Usingfindingsandmodelsdevelopedfor specificclientsor projectsfor otherprojects

Å Solicitingproposalsto gainresearchexpertisewithoutpay

III . ResearchDesign

Å Formulatinga researchdesignmoresuitedto theresearcherôsratherthantheclientôsneeds

Å Usingsecondarydatathatarenotapplicableor havebeengatheredthroughquestionablemeans

Å Disguisingthepurposeof theresearch

Å Solicitingunfairconcessionsfrom theresearcher

Å Not maintaininganonymityof respondents

Å Disrespectingprivacyof respondents

Å Misleadingrespondents

Å Disguisingobservationof respondents

Å Embarrassingor puttingstresson respondents

Å Usingmeasurementscalesof questionablereliability andvalidity

Å Designingoverly longquestionnaires,overlysensitivequestions,piggybacking

Å Usinginappropriatesamplingproceduresandsamplesize

IV . Fieldwork

Å Increasing(dis)comfortlevelof respondents

Å Following(un)acceptablefieldwork procedures

V. Data Preparation and Analysis

Å Identifyinganddiscardingunsatisfactoryrespondents

Å Usingstatisticaltechniqueswhentheunderlyingassumptionsareviolated

Å Interpretingtheresultsandmakingincorrectconclusionsandrecommendations

VI . Report Preparation and Presentation

Å Incompletereporting

Å Biasedreporting

Å Inaccuratereporting
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Participant issues

Theclientwhosponsorstheproject.

The supplier who designs & executes the research. The 

respondents who provide the information.

Corporate espionageis a form of espionageconductedfor commercialpurposesinsteadof purelynationalsecurity.

While economicespionageis conductedor orchestratedby governmentsandis internationalin scope,industrialor

corporateespionageis moreoftennationalandoccursbetweencompaniesor corporations.

Codeof Ethics

The AmericanMarketingAssociationcommitsitself to promotethe higheststandardof professionalethical norms

andvaluesfor its members(practitioners,academicsandstudents). Normsareestablishedstandardsof conductthat

areexpectedandmaintainedby societyand/orprofessionalorganizations. Valuesrepresentthecollectiveconception

of whatcommunitiesfind desirable,importantandmorally proper. Valuesalsoserveasthecriteriafor evaluatingour

ownpersonalactionsandtheactionsof others.

Ethical Norms

As Marketers,we must:

1. Do no harm. This meansconsciouslyavoiding harmful actionsor omissionsby embodyinghigh ethical

standardsandadheringto all applicablelawsandregulationsin thechoiceswe make.

2. Fostertrust in themarketingsystem. This meansstriving for goodfaith andfair dealingsoasto contribute

toward the efficacy of the exchangeprocessas well as avoiding deceptionin product design,pricing,

communication,anddeliveryof distribution.

3. Embraceethical values. This meansbuilding relationshipsand enhancingconsumerconfidencein the

integrity of marketingby affirming thesecorevalues: honesty,responsibility,fairness,respect,transparency

andcitizenship.

Ethical Values

Honesty- to beforthright in dealingswith customersandstakeholders.

Responsibility - to accepttheconsequencesof ourmarketingdecisionsandstrategies.

Fairness- to balancejustly theneedsof thebuyerwith theinterestsof theseller.

Respect- to acknowledgethebasichumandignity of all stakeholders.

Transparency - to createa spirit of opennessin marketingoperations.

Citizenship - to fulfil theeconomic,legal,philanthropicandsocietalresponsibilitiesthatservestakeholders.
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Unit 3: Advanced Analytical Tools

(a) Conjoint Analysis:

Conjoint analysisis concernedwith the measurementof the joint effect of two or more attributesthat are

important from the viewpoint of the consumer. In a situationwherea companywould like to know the most

desirableattributesor their combinationsfor a new productor service,the useof conjoint analysiswill be most

appropriate. For example,an airline corporationwould like to know which is the mostdesirablecombinationof

attributesto frequenttravellerpunctualityin theoperationof flights or thequalityof foodservedon theflight.

Theuseof conjointanalysisinvolvesa numberof stepsthatarediscussedhere.

Step1: Selectionof Attributes

Thefirst stepin conjointanalysisinvolvesthe identificationof therelevantproductor serviceattributes. In order

to identify productattributes,severalapproachesareavailableto the researcher. He may interview a numberof

consumersdirectly. Alternatively, he may conductfocus group interviewswith consumers. Yet anotheroption

availableto theresearcheris to contacttheproductmanagersandretailerswho arewell-informedin thatparticular

field.

While selectingthe attributes,the researchershould ensurethat they are actionableas well as important to

consumers. Theformerconsiderationsuggeststhatthecompanyis well-equippedbothin termsof technologyand

financial resources. This is necessaryin caseconsumerpreferencessuggestcertainchangesso that thesecanbe

carriedout by the company. The numberof attributesthus identified shouldnot be too many as it will create

problemsin collectingenormousdata. As such,thenumberof attributesshouldbewithin reasonablelimits.

Step2: Specificationlevelsof attributes

Having identified theattributes,thenextstepis to specifytheactuallevelsof eachattribute. Here,theresearcher

shouldbeawareof therelationshipbetweenthenumberof levelsusedto measureanattributeandthepreference

of the respondentfor that attribute. In casea largenumberof levelsof attributesarechosen,it will put a great

burdenon therespondents.

Step3: SpecificCombinations of Attributes

Thenextstepin theprocessof conjointanalysisinvolvesthespecificcombinationsof attributesthatwill beused.

Thenumberof possiblecombinationsis givenby theproductof thenumberof attributesandthenumberof levels.

For example,if therearefour attributesat threelevelseach,it would require3 X 3 X 3 X 3 = 81 combinations.

Theresearcherhasto askwhethertherespondentwouldbeableto providemeaningfulrank-orderjudgmentsin 81

cases. It is thereforeadvisableto useonly a few combinationsof theattributes.

Step4: Selectionof Form of Stimuli

Comingto datacollectionprocedure,theótradeoffôapproachor theófullprofileôapproachmaybeused. Thefirst

approachinvolvesthe considerationof only two attributesat a time by the respondents. They areaskedto rank

eachcombinationof levelsof attributesfrom the mostpreferredto the leastpreferred. Respondentsaredirectly

givencardswith anexamplehowto completethem. In contrast,thefull -profile
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approachinvolves the considerationof all the attributesat the sametime. Respondentsare given a complete

descriptionof theproducton therelevantattribute. A numberof choicesareusedto provideasmuchinformation

aspossibleaboutthe product. Thesecanbe cards,drawings,pictures,advertisementsfor the product,etc. The

respondentsareaskedto rankall thealternatives. Alternatively, theyareaskedto rateeachitem on a scaleof 1-

10 or 1-100, indicating their preferenceor intention to purchase. The rating scaleapproachis more popular

comparedto therankorderapproach.

Step5: Aggregationof Judgments

This stepin theconjointanalysisprocessinvolvesdecidinghow theresponsesfrom individual consumersshould

be aggregated. Conjoint studiesproducepart-worthsutility for eachrespondentfor eachlevel of eachattribute.

However,theseshouldnot beaveragedacrossindividualsto determinetheaverageutility for eachlevel of each

attribute. Beforecalculatingsuchaverages,the researchershouldensurethat segmentswith uniqueutilities do

not exist. He shouldbesurethat he hashomogeneousgroupsbeforeaveragingacrossrespondents. This canbe

doneby first usingclusteranalysiswhichhasbeendiscussedearlierin thischapter.

Step6: Selectionof Analysis Technique

This is thefinal stepconcernedwith theanalysisof input data. Here,thequestionis: which techniqueshouldbe

usedfor analysis?Althougha varietyof approachesareavailablefor analysingconjointdata,regressionanalysis

is very frequentlyused. Of course,this is particularlyhelpful when the preferencemodel is linear or smooth

nonlinear. In the case of an irregular preferencemodel, dummy variables in regressionmay be used.

Alternatively,theanalysisof variancetechniquemaybeused.

The usefulnessof Conjoint Analysis

Conjoint analysisis very helpful to manufacturersof productsandthosewho provideany type of service. The

formerarealwaysinterestedto knowthecombinationof featuresthatwouldbemostappealingto theconsumers.

In casea newproductbroughtto themarketdoesnot getanadequateresponsefrom theconsumers,it wouldbea

heavylossof moneyandtime for the manufacturerconcerned. As such,conjointanalysisis especiallyusedfor

productdesignandconceptevaluation. Its applicationcanbe found in severalindustries/areassuchasairlines,

transportation,pharmaceuticals,credit cards,etc. In addition, conjoint analysishasbeenusedin determining

consumerpreferencesfor attributesof healthorganisations.

Limitations of Conjoint Analysis

First , it is used in predicting sales and market share. But, as its applications are not large, it is not as perfect 

and convincing as it should be.

Second, there is a problem with the appropriateness of the levels or features used for each attribute in the 

conjoint analysis.

Third , sometimesthemodelsof conjointanalysisfail to captureutility functionsanddecisionrules.
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(b) Factor Analysis:

Factoranalysiswas first usedby Charles Spearman. Psychologistsuseit asa techniqueof indirect measurement.

Whenthey testhumanpersonalityandintelligence,a setof questionsandtestsaredevelopedfor this purpose. They

believethat a persongiven this setof questionsandtestswould respondon thebasisof somestructurethatexistsin

his mind. Thus, his responseswould form a certain pattern. This approachis basedon the assumptionthat the

underlyingstructurein answeringthequestionswouldbethesamein thecaseof differentrespondents.

Althoughit is in thefield of psychologythatfactoranalysishasits beginning,it hassincebeenappliedto problemsin

differentareasincludingmarketing. Its usehasbecomefar morefrequentasa resultof theintroductionof high-speed

computers.

In regressionanalysis,the problem is to predict the value of a dependentvariable on the basisof one or more

independentvariables. Unlike regressionanalysis,factor analysisis not basedon the usual distinction between

dependentandindependentvariables,instead,it ratherconsidersall thevariablessimultaneously.

Therearetwo objectsof factoranalysis.

First , it simplifiesthedataby reducinga largenumberof variablesto a setof a smallnumberof variables. Second, it

analysestheinterdependenceof interrelationshipsamonga totalsetof variables.

In marketingresearch,factor analysiscanbeuseful in severalways.

First , it can bring out the hidden or latent dimensionsrelevant to the relationshipsamongproduct preferences.

Sometimes,the productcharacteristicsinfluencingconsumerpreferencesarenot clear. In suchcases,factor analysis

canbehelpful by revealingmoreimportantcharacteristicsof theproduct,underlyingtherelationshipsamongproduct

preferences.

Second,factor analysiscanalsobe usedto find out certainrelationshipsamongobservedvalueswhich, thoughthey

exist,areobscure. Third, it is extremelyusefulwhena largemassof datais to besimplifiedandcondensed.

Finally, it canbeusedin theclusteringof productsor people.

(c) Cluster Analysis:
Cluster analysisis usedto classify personsor objectsinto a small numberof mutually exclusiveand exhaustive

groups. Thereshouldbehigh internal(within-cluster)homogeneityandhigh external(between-cluster)heterogeneity.

In marketingresearch,clusteranalysishasbeenincreasinglyusedbecauseof its utility in resolvingthe problemof

classifyingconsumers,products,etc. At theendof ourdiscussiononclusteranalysis,its severalusesin marketingwill

bespecified.

Methodsof Cluster Analysis

Variousmethodsusedin clusteranalysiscanbe classifiedinto two major groupsðhierarchicalandnonhierarchical

methods.

In the caseof hierarchical methods, either theótop-downôor theóbottom-upôapproachis used. In the caseof the

former,all N entitiesaregroupedin oneclusterandthendividedinto two sub-clusterson thebasisof highestaverage

within-clusterdistance. This processis carriedon until eachentity is a separatecluster. In caseof theóbottom-upô

approach,first, there are single-point clusters. Then the two most similar points are placedin a cluster. At each

subsequentstage,theproximity matrix is re-calculatedin orderto obtainthe relationshipof thenewclusterswith the

remainingentities. Thisprocessis continueduntil all single-pointclustersaregroupedinto onelargecluster.
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Non-hierarchical methodscanalsobe usedfor clustering. Thesimplestof thesemethodswould be to first define

ótypicalômembersof eachclusterandthenallocateobjectsto the clusterthey aremostsimilar to. This assumesthat

theresearcherhasa prior conceptionof whatclustersexist. Sucha methodmaynot beusefulfor initial investigations.

In essence,thenon-hierarchicalmethodstakea fixed numberof clustersandthenattemptto find thebestsolutionby

ensuringthatclustermeansaremaximallydifferent. This is doneby usinganANOVA-typetest.

Of thesetwo methods,thoughthehierarchicalmethodis simplerit is moreunstableandunreliable. On theotherhand,

thenon-hierarchicalmethodis morereliablebut it is extremelydifficult to interprettheseriesof clustersgeneratedby

it.

How Many Clusters?

An important question in cluster analysis is how many clusters should be formed. Several alternatives are available in 

this regard.

First , the number of clusters may be fixed by the researcher in advance. This may be possible either for theoretical 

reasons or for practical considerations.

Second, one may specify the level of clustering with regard to the cluster criterion. This would enable deciding a 

certain level which would indicate the number of clusters. Third, one may decide the number of clusters from the 

cluster pattern generated by the programme.

Usesof ClusterAnalysisin Marketing

One of the important uses of cluster analysis in marketing is market segmentation. Marketing managers are often 

required to identify similar segments so that marketing programmes can be formulated to meet special requirements of 

each market segment. The main task involved in segmentation is to classify people, materials, etc., into groups based 

on certain common characteristics.

Clusteranalysisalsoprovidesa betterunderstandingof buyerbehaviour. This is possibleby identifyinghomogeneous

groupsof buyers.

Clusteranalysiscanalsobeusedin thedevelopmentof potentialnewproducts.

For example, a firm candeterminethe elementsof competitionby clusteringbrandsor productswithin the larger

marketstructure.

In the areaof testmarketselectionclusteranalysismayenablethe researcherto identify homogeneoustestmarkets.

As thefinding of onetestmarketcanbeappliedto anothertestmarketor marketsbelongingto thesamecluster,it will

helpreducethenumberof testmarketsrequired.

A study by Green, Frank and Robinson showed the use of cluster analysis in the selection of test markets. A large 

number of cities in the United States were grouped into 18 clusters on the basis of their similarities. Finally, cluster 

analysis may be used as a technique for reducing a large mass of data into meaningful aggregates which are far more 

manageable than a large number of individual observations. Obviously, such an aggregation facilitates the researcher 

in his task.

(d) Multidimensional Scaling& PerceptualMapping:

BasicConcept

Multidimensional scaling (MDS) is a data reduction technique,the primary purposeis to uncover the ñhidden

structureòof a setof data.10 It enablesusto representtheproximitiesbetweenobjectsspatiallyasin a map. Theterm

óproximitiesômeansanysetof numbersthat expressthe amountof similarity or differencebetweenpairsof objects.

Thetermóobjectsôrefersto thingsor events. Themainpurposeof MDS is to maptheobjects
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in a multidimensionalspacesuchthat their relativepositionsin thespaceshowthe degreeof perceivedproximity or

similarity amongstthem.

MDS involvestwo aspects.

First, it helps in the identification of attributeson the basisof which consumersperceiveor evaluateproductsor

brands.

Second,it enablesthe positioningof different productsor brandson the basisof theseattributes. It helpsgeneratea

perceptualmap,indicatingthelocationof thebrandson thebasisof attributes.

Approachesto Multidimensionalscaling

There are two setsof approachesthat can be usedfor analysingmultidimensionaldata. One set of approaches

involves the measureof attributeswhile the other considersproximity or preferencebetweenobjects, ignoring

individualattributesasfactors.

Requirementsfor MDS

In order to useMDS, two requirementsmustbe met. First, a setof numbers,calledproximities,mustbe available.

Second,a computer-basedalogorithm14 mustbeavailable. A numberof computerprogrammesarenow availableto

implementanMDS analysis.

Limitations

Therearesomemajorlimitationsof MDS whicharementionedbelow.

First, theconceptsof similarity andpreferencesarenot very clear. As suchtherespondentsôperceptionsof similarity

andpreferencesmaydiffer.

Second,there are empirical limitations. For example,the selectionof various attributesor dimensionswhich are

regardedasimportantto respondentsis subjective. Onemayquestionthisselection.

Third, it becomes extremely difficult to interpret the results of MDS. This is especially true when interpretation 

involves relating physical changes in products to psychological changes in perceptual maps. Fourth, different 

computer programmes often produce different results. This makes the task of interpreting of MDS results all the more 

difficult, apart from being confusing.

In the end,it may be mentionedthat the MDS approachis beingincreasinglyusedby researchers. It is particularly

suitedfor productlife cycle analysis,marketsegmentation,vendorevaluation,measuringadvertisingeffectiveness,

test marketing,salesrepresentativeand store image research,brand-switching researchand attitude scaling. The

practicalutility of MDS becomesmostapparentwhena setof datais large. In suchcases,MDS mapsthedata. It is

much easier to understandthe picture than the data themselves. However, the researchermust have a good

understandingof MDS beforehedecidesto useit.

PerceptualMapping

Perceptualmappingis thedeviceby which thecompanycanknowpositioningis thebenefitofferedby thecompanyôs

brand. A consumercanallot a positionin his mind to a brandonly whenit is beneficialto him. Thebenefitsmaybe

expressedasattributesor dimensionsin a chartwherebrandsareófittedôto indicatetheconsumerôsperceptions.

As perceptualmapsare usedto indicatebrandpositioning,blank spacesin suchmapsshow that a companycan

positionits brandin oneor moreof suchspaces.

Techniques for Perceptual Mapping Å 

Image profile analysis
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This techniqueis theoldestandmostfrequentlyusedfor measuringtheconsumerôsperceptionsof competitivebrands

or services. Normally, a 5 or 7-point numericalscaleis used. A numberof functionalandpsychologicalattributesare

selected. Therespondentis askedto showhis perceptionof eachbrandin respectof eachattributeon the5 or 7-point

scale.

Thetechniquehassomelimitations.

First, if the number of brands is large, it may not be possible to plot all the brands in a single figure. Second, there is 

an implicit assumption in this technique that all attributes are equally important and independent of each other.

Å Factor analysis

As regardsfactoranalysis,its mainobjectiveis to reducea largenumberof variablesinto a smallnumberof factorsor

dimensions. In that Chapterthreeexampleshavebeengiven to illustrate the useof factor analysis. This discussion

alsobringsoutsomemajorlimitationsof themethod.

Å Cluster analysis

Clusteranalysisis usedto classifyconsumersor objectsinto a small numberof mutually exclusiveandexhaustive

groups. With the help of clusteranalysis,it is possibleto separatebrandsinto clustersor groupsso that the brand

within a clusteris similar to otherbrandsbelongingto thesameclusterandis very different from brandsincludedin

otherclusters.

Å Multi -dimensional scaling

Multi -dimensional scaling can be used to show how perceptual maps can be developed on the basis of responses from 

consumers.

(e)Discriminant Analysis

Whenthe dataarenon-metric, i.e., not measurableon quantitativescalesof numbers,it is not possibleto determine

the quantitativerelationshipbetweenvariables. In suchcases,sincecorrelationandregressiontechniquescannotbe

applied,theresearcherhasto useothertechniquessuchasdiscriminantanalysis.

A discriminantanalysisenablestheresearcherto classifypersonsor objectsinto two or morecategories. Forexample,

consumersmaybeclassifiedasheavyandlight users. With thehelpof sucha technique,it is possibleto predictthe

categoriesor classeswhich aremutuallyexclusivein which individualsarelikely to be included. In manycases,the

classificationwill bedichotomoussuchasusersandnon-users,highandlow, andsoon.

In discriminantanalysis,a scoringsystemis usedon the basisof which an individual or object is assigneda score.

This,in its turn,formsthebasisfor classifyinganindividual in themostlikely classor category.

One major advantageof linear discriminantanalysisis that it enablesthe researcherto know, by a simple device,

whetheranindividual is likely to belongto oneor theothercategoryon thebasisof hisoverallscore.

However,onemajor limitation of this methodis that it is applicableonly for two-level modelswith two independent

variables.

Discriminantanalysishasbeenincreasinglyusedby marketingresearchersin recentyears. To mentiona few major

problemswherediscriminantanalysishas beenusedare: Determiningearly adoptersof fashion, identifying new

productbuyers,determiningbrandloyalty amongconsumers,and assessingthe relationshipbetweendemographic

factorsandthechoiceof radiostations.
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Unit 4: Marketing Research Applications - I

(a) SalesAnalysisand Forecasting:

SalesAnalysis

Thetermósalesanalysisôrefersto theanalysisof actualsalesresults. This is different fromósalesforecastingôasit is

concernedwith the actualperformanceof salesandnot with what they arelikely to be at a future date. Sincesales

analysisenablesa companyto identify the areaswhereits salesperformancehasbeengoodor mediocre,customers

who haveboughtin bulk, productswith high andlow salesvolume,etc., it is in theinterestof thecompanyto analyse

its salesperiodically. A systematic,comprehensiveand periodical salesanalysiswill be helpful to a companyto

reinforceits saleseffort whereit is mostneeded. In thisway, it canachievethebestpossibleresults.

SalesAnalysis by Territory

In order to undertakesalesanalysisby territory, one must decideon (i) the territorial unit to be takenfor suchan

analysis,and(ii) what specific informationshouldbe collectedfor this purpose. As regardsthe territory, the district

level is the appropriatechoice. Later on, by pooling district data,onemay undertakea stateor region-wise analysis,

dependingononeôsneed. As regardsthe data,informationon the productsold, suchasquantity,price per unit, and

total valueshouldbeavailable. This informationalongwith thenameandaddressof thecustomeris availablein the

invoice. Thusit providestheessentialdataon salesandit is not necessaryto collectanydataseparately. However,if

additionalinformationis needed,it canbecollectedthroughtheinvoiceby incorporatingadditionalitemsin it.

Oncetheterritory-wisesalesdataareavailable,it is possibleto comparethesewith thepreviouslysetsalestargets. By

sucha comparison,territorieswhereactualsaleshavefallen belowthesalestargets,canbeidentified. Onemayprobe

further into thepossiblereasonsfor this poor performance. Is it becausetheseterritoriesfaceseverecompetition?Or

becausesufficient saleseffort hasnot beenmadein theseterritories?Answersto thesequestionswill enablethe

companyto boostits salesin weakterritories.

SalesAnalysis by Product

Salesanalysisby productwill enablea companyto identify its strongor weakproducts. It is advisableto undertakean

analysison thebasisof a detailedbreak-upof productssuchasproductvariationby size,colour,etc. This is becauseif

ananalysisis basedona broadbreakup,it maynot revealimportantvariations.

Whena companyfinds thata particularproductis doingpoorly, two optionsareopento it. Oneis, it mayconcentrate

on thatproductto ensureimprovedsales. Or alternatively,it maygraduallywithdrawtheproductandeventuallydrop

it altogether. However,it is advisableto decideon the latter courseon the basisof additionalinformation suchas

trendsin themarketshare,contributionmargin,effectof salesvolumeonproductprofitability, etc. In casetheproduct

in questionhascomplementaritywith otheritemssoldby thecompany,thedecisionto abandontheproductmustbe

madewith careandcaution.

Combining salesanalysisby product with that by territory will further help in providing information on which

productsaredoingbetterin whichareas.

Prof. Ujjval More www.dimr.edu.in

http://www.dimr.edu.in/


DNYANSAGAR INSTITUTE OF MANAGEMENT AND RESEARCH

SalesAnalysis by Customers

Anotherway to analysesalesdatais by customers. Suchan analysiswould normally indicatethat a relatively small

numberof customersaccountsfor a largeproportionof sales. To put it differently: a largepercentageof customers

accountsfor a relatively small percentageof aggregatesales. Onemaycomparethe datawith the proportionof time

spenton the customers,i.e., the numberof salescalls. An analysisof this type will enablethe companyto devote

relativelymoretimeto thosecustomerswhocollectivelyaccountfor proportionatelylargersales.

Salesanalysisby the customercanalsobe combinedwith analysisboth by areaandproduct. Suchan analysiswill

proveto bemorerevealing. For example,it may indicatethat in someareassalesarenot increasingwith a particular

typeof customerthoughtheyhavegrownfast in otherareas. Informationof this typewill beextremelyusefulto the

companyasit identifiestheweakspotswheregreatereffort is calledfor.

SalesAnalysis by Sizeof Order

Salesanalysisby sizeof ordermayshowthata largevolumeof salesis accompaniedby low profit andvice versa. In

casecostaccountingdataareavailableby sizethe of order,this would help in identifying saleswherethe costsare

relativelyhigh andthecompanyis incurringa loss. Salesanalysistheby sizeof ordercanalsobecombinedwith that

by products,areasandtypesof customers. Sucha perceptiveanalysiswould revealusefulinformationto thecompany

andenableit to makea morerationalandeffectiveeffort in maximizingits returnfrom sales.

The Conceptof Market Potential

Marketpotentialhasbeendefinedasñthe maximum demandresponsepossiblefor a given group of customers

within a well-defined geographicarea for a given product or serviceover a specifiedperiod of time under

well-definedcompetitive and environmental conditionsò

We will elaboratethis comprehensivedefinition. First, market potential is the maximum demandresponseunder

certainassumptions. It denotesameaningfulboundaryconditiononultimatedemand.

Anotherconditionon which theconceptof marketpotentialdependsis a setof relevantconsumersof theproductor

service. It is not merely the presentconsumerwho is to be includedbut also the potentialconsumeras maximum

possibledemandis to beachieved. Themarketpotentialwill vary dependingon which particulargroupof consumers

is of interest.

Further,the geographicareafor which marketpotential is to be determinedshouldbe well defined. It shouldbe

divided into mutually exclusivesubsetsof consumersso that the managementcanassigna salesforce andsupervise

andcontroltheactivitiesin differentterritorieswithoutmuchdifficulty.

Anotherrelevantaspectin understandingtheconceptof marketpotentialis to clearlyknow theproductor servicefor

which marketpotentialis to beestimated. Especiallyin thosecaseswheretheproductin questioncanbesubstituted

by another,it is desirableto have market potential for the product classrather than that particular product. For

example,teais subjectedto a high degreeof cross-elasticityof demandwith coffee. It is necessaryto specifythetime

period for which marketpotential is to be estimated. The time period shouldbe so chosenthat it coincideswith

planningperiodsin a firm. Bothshortandlong timeperiodscanbeuseddependingon therequirementsof thefirm.

Finally, a clearunderstandingof environmentalandcompetitiveconditionsrelevantin caseof a particularproductor

serviceis necessaryif marketpotentialis to beuseful. Whatis likely to betheexternalenvironment?Whatis likely to

be the natureand extent of competition?Theseare relevantquestionsin the context of any estimateof market

potentialsincethesearethefactorsoverwhich thefirm hasnocontrol.
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It maybeemphasisedthatmarketpotentialis not thesamething assalespotentialandsalesforecast. It is only when

ñamarketis saturatedcanthe industrysalesforecastbeconsideredequivalentto marketpotential.òSucha condition

is possiblein caseof well establishedandmatureproducts.

Generally,theindustrysalesforecastwill belessthanthemarketpotential. Likewise,acompanyôssalesforecastwill

belessthanits salespotential. Theformeris a point estimateof thefuturesales,while thelatterrepresentsa boundary

conditionwhich thesalesmight reachin anidealsituation.

ñInthelattersense,salespotentialis to a firm whatmarketpotentialis to anindustryor productclass: bothrepresent

maximumdemandresponseandareboundaryconditions.ò

Therearethree majorusesof potentialsthatareexplainedbelow.

1 Allocation of Marketing Resources: Market potentialcanbe usedin the allocationof marketingresourcesin

particular,allocationof salesmen. For example,acompanyôsproduct is being sold in a numberof markets. After

ascertainingoneor two marketswherepotentialis very high, thecompanymustfocuson thosemarketsandmakean

optimumallocationof its salesresources.

2. Defining salesTerritories : A salesmanagertries to developsalesterritoriesbasedon salespotentialso that

salesmenhaveanequalopportunityto makesales. Initially, salesterritoriesmaynot bewell-defined. After sometime

thecompany,on thebasisof experiencegained,maydevelopworkloadmeasuresin accordancewith salespotential.

Thiscanserveasthebasisfor designingsalesterritories.

3. Setting SalesQuotas: Havingdesignedsalesterritorieson thebasisof potentialfor eachterritory, thecompany

can now set salesquota for each territory. This will enablethe companyto use an improved measureof the

performanceof salesmeninsteadof usingtheold rule,i.e. lastyearôssalesplusa specifiedpercentagesay5 percent.

Forecasting

The Importance of Forecasting As we all know that economicandbusinessconditionsdo not remainthe same

over time. In view of changesin economicandbusinessconditions,it becomesnecessaryfor managementto keep

itself abreastof the effects that suchchangesare likely to haveon their organisations. In the absenceof realistic

forecasts,managementmay find itself placedin an adversesituation resulting into losses. In fact, the needfor

forecastingis felt in otherspheresaswell. For example,takethecaseof the government. It hasto makeforecastsin

respectof populationgrowth, employment,revenues,etc., so that it can formulate appropriatepolicies for good

governance. In the field of educationtoo, forecastingis important. In the absenceof forecasting,educationistsare

unableto plan for the future. This will havean adverseimpact on the quality of educationas they would be ill -

equippedto provideadequatenumberof teachingandadministrativestaff aswell asphysicalfacilities. In short,we

find thatforecastingis quitenecessaryfor planningfor theuncertainfuturein differentareasof theeconomy.

ForecastingProcess

Therearefive stepsinvolvedin theforecastingprocess.

First , onehasto decidethe objectiveof the forecast. The statisticianshouldknow asto what will be the useof the

forecastheis goingto make.

Second, the time periodfor which the forecastis to bemadeshouldbeselected. Is the forecastshort-term,medium-

termor long-term?Why shoulda particularperiodof forecastbeselected?

Third , the methodor techniqueof forecastingshould be selected. One should be clear as to why a particular

techniquefrom amongstseveraltechniquesshouldbeused.

Fourth , thenecessarydatashouldbecollected. Theneedfor specificdatawill dependon theforecastingtechniqueto

beused.
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Finally , theforecastis to bemade. This will involve theuseof computationalprocedures. In orderto ensurethat the

forecastis really useful to the company,thereshouldbe goodunderstandingbetweenmanagementand the analyst

who is to maketheforecast. Themanagementshouldclearlyspellout thepurposeof theforecastandhow it is going

to help the company. It should also ensurethat the analysthas a proper understandingof the operationsof the

company,its environment,pastperformancein termsof key indicatorsandtheir relevanceto the future trend. If the

analystis well-informedwith respectto theseaspects,thenheis likely to makemorerealisticandmoreusefulforecast

for themanagement.

Methodsof Forecasting

Methods of forecasting

Subjective or Qualitative Objective or Quantitative

Sales force Expert Users' The Delphi composite consensus 
expectations method Causal Time series

Leading RegressionInput-output Econometric
indicators models analysismodels

Free Trend ExponentialAutoregressiveBox-Jenkins
hand projection smoothing model model

Fig. Methods of Forecasting

The methodsof forecastingcan be divided into two broadcategoriesviz., subjectiveor qualitative methodsand

objectiveor quantitativemethods. Thesecanbefurtherdividedinto severalmethods.

SubjectiveMethods

In thesubjectivemethods,judgementis an importantingredient. Beforeattemptinga forecast,thebasicassumptions

regardingenvironmentalconditionsasalsocompetitivebehaviourmustbeprovidedto peopleinvolvedin forecasting.

An importantadvantageof subjectivemethodsis that they areeasilyunderstood. Anotheradvantageis that the cost

involved in forecastingis quite low. As againsttheseadvantages,subjectivemethodshavecertainlimitations also.

Onemajor limitation is thevaryingperceptionsof peopleinvolved in forecasting. As a result,wide varianceis found

in forecasts. Subjectivemethodsaresuitablewhenforecastsareto bemadefor highly technicalproductswhichhavea

limited numberof customers. Generally,suchmethodsareusedfor industrialproducts. Also, whencostof forecasting

is to bekeptminimum,subjectivemethodsmaybemoresuitable.

Therearefour subjectivemethodsðfield salesforce, jury of executives,usersôexpectationsandthe Delphi method.

Thesearediscussedherebriefly, thefocusbeingon companysalesforecasts.

Field SalesForce Somecompaniesasktheir salesmento indicatethemostlikely salesfor a specifiedperiodin the

future. Usuallythesalesmanis askedto indicateanticipatedsalesfor eachaccountin his territory. Theseforecastsare

checkedby district managerswho forward themto thecompanyôsheadoffice. Different territory forecastsarethen

combinedinto acompositeforecastat theheadoffice. Thismethodis more
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suitablewhena short-termforecastis to bemadeastherewould beno majorchangesin this shortperiodaffectingthe

forecast. Anotheradvantageof this methodis that it involvestheentiresalesforcewhich realizesits responsibilityto

achievethetargetit hassetfor itself. A majorlimitation of this methodis thatsalesforcewould not takeanoverallor

broadperspectiveandhencemayoverlooksomevital factorsinfluencingthesales. Anotherlimitation is thatsalesmen

may give somewhatlow figures in their forecaststhinking that it may be easierfor themto achievethosetargets.

However,thiscanbeoffsetto acertainextentby districtmanagerswhoaresupposedto checktheforecasts.

Jury of ExecutivesSomecompaniesprefer to assignthe taskof salesforecastingto executivesinsteadof a sales

force. Giventhis taskeachexecutivemakeshis forecastfor thenextperiod. Sinceeachhashis own assessmentof the

environmentandotherrelevantfactors,oneforecastis likely to bedifferentfrom theother. In view of this, it becomes

necessaryto havean averageof thesevarying forecasts. Alternatively, stepsshouldbe takento narrow down the

differencesin theforecasts. Sometimesthis is doneby organisinga discussionbetweentheexecutivessothattheycan

arrive at a commonforecast. In casethis is not possible,the chief executivemay have to decidewhich of these

forecastsis acceptableasa representativeone. This methodis simple. At the sametime, it is basedon a numberof

different viewpointsasopinionsof different executivesaresought. Onemajor limitation of this methodis that the

executivesôopinionsarelikely to beinfluencedin onedirectionon thebasisof generalbusinessconditions.

UsersôExpectationsForecastscanbebasedonusersôexpectationsor intentionsto purchasegoodsandservices. It is

difficult to usethis methodwhen the numberof usersis large. Another limitation of this methodis that thoughit

indicatesusersôóintentionsôto buy, the actualpurchasesmay be far lessat a subsequentperiod. It is mostsuitable

whenthenumberof buyersis smallsuchasin caseof industrialproducts.

The Delphi Method This methodtoo is basedon theexpertsôopinions. Here,eachexperthasaccessto the same

information that is available. A feedbacksystemgenerallykeepsthem informed of eachothersôforecastsbut no

majority opinion is disclosedto them. However,the expertsarenot broughttogether. This is to ensurethat oneor

morevocalexpertsdonotdominateotherexperts.

The expertsare given an opportunityto comparetheir own previousforecastswith thoseof the othersand revise

them. After threeor four rounds,thegroupof expertsarrivesata final forecast.

Themethodmayinvolve a largenumberof expertsandthis maydelaytheforecastconsiderably. Generallyit involves

a smallnumberof participants.

It will be seenthat both the jury of executiveopinionandthe Delphi methodarebasedon a groupof experts. They

differ in that in the former, the groupof expertsmeet,discussthe forecasts,andtry to arrive at a commonlyagreed

forecastwhile in the latter thegroupof expertsnevermeet. As mentionedearlier,this is to ensurethatno oneperson

dominatesthe discussionthus influencing the forecast. In other words,the Delphi methodretainsthe wisdomof a

groupandat thesametime reducestheeffect of grouppressure. An approachof this type is moreappropriatewhen

long-termforecastsareinvolved.

Quantitative or Objective Methods

Thesemethodscanbedividedinto two broadcategoriesnamely:

1. Causalor ExplanatoryMethods

2. TimeSeriesforecasting

Causalor Explanatory Methods

Causalor explanatorymethodsareregardedasthe mostsophisticatedmethodsof forecasting. Thesemethodsyield

realisticforecastsprovidedrelevantdataareavailableon themajorvariablesinfluencingchangesin
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sales. Thereare threedistinct advantagesof causalmethods. First, turning points in salescan be predictedmore

accuratelyby thesemethodsthanby time-seriesmethods. Second, theuseof thesemethodsreducesthemagnitudeof

therandomcomponentfar morethanit maybepossiblewith thetime-seriesmethods. Third, theuseof suchmethods

providesgreaterinsightinto causalrelationships. This facilitatesthemanagementin decisionmaking. Causalmethods

arebriefly discussedhere.

Leading Indicators Sometimesone finds that changesin salesof a particularproductor serviceareprecededby

changesin oneor moreleadingindicators. In suchcases,it is necessaryto identify leadingindicatorsandto closely

observechangesin them. Oneexampleof a leadingindicatoris thedemandfor varioushouseholdapplianceswhich

follows the constructionof new houses. Likewise, the demandfor many durablesis precededby an increasein

disposableincome. Yet anotherexampleis of numberof births. Thedemandfor babyfoodandothergoodsfor infants

canbeascertainedby thenumberof birthsin a territory. It maybepossibleto includeleadingindicatorsin regression

models.

RegressionModels Linear regressionanalysisis perhapsthe most frequentlyusedand the most powerful method

amongcausalmethods.

1. Regressionmodelsindicatelinearrelationshipswithin therangeof observationsandat thetimeswhentheywere

made.

2. Sometimestheremaybea laggedrelationshipbetweenthedependentandindependentvariables. In suchcases,

thevalueof dependentvariablesareto berelatedto thoseof independentvariablesfor theprecedingmonthor yearas

the casemay be. The searchfor factorswith a lead-lag relationshipto the salesof a particularproduct is rather

difficult . Oneshouldtry outseveralindicatorsbeforeselectingtheonewhich is mostsatisfactory.

3. It may happenthat the datarequiredto establishthe ideal relationship,do not exist or are inaccessibleor, if

available,arenot useful. Therefore,theanalysthasto becarefulin usingthedata. He shouldbequitefamiliar with the

varied sourcesand typesof data that can be usedin forecasting. He shouldalso know about their strengthsand

limitations.

4. Finally, regressionmodel reflects the associationamongvariables. The causalinterpretationis doneby the

analyston thebasisof his understandingof suchanassociation. As such,heshouldbeextremelycarefulin choosing

thevariablessothata realcausativerelationshipcanbeestablishedamongthevariableschosen.

Input -output Analysis Anothermethodthat is usedfor forecastingis the input-outputanalysis. Here,the analyst

takesinto considerationa largenumberof factors,which affect theoutputshe is trying to forecast. For this purpose,

input-output table is preparedwhere the inputs are shown horizontally as the column headingsand the outputs

verticallyasthestubs. It maybementionedthatby themselvesinput-outputflows areof little directuseto theanalyst.

It is the applicationof an assumptionasto how the outputof an industry is relatedto its useof variousinputsthat

makesaninput-outputanalysisa goodmethodof forecasting. Theassumptionstatesthatasthe level of anindustryôs

output changes,the useof inputs will changeproportionately,implying that thereis no substitutionin production

amongthevariousinputs. Thismayor maynotholdgood.

Theuseof input-outputanalysisin salesforecastingis appropriatefor productssoldto governmental,institutionaland

industrial marketsas they havedistinct patternsof usage. It is seldomusedfor consumerproductsandservices. It

would bemostappropriatewhenthelevelsandkindsof inputsrequiredto achievecertainlevelsof outputsneedto be

known.

A majorconstraintin theuseof this methodis that it needsextensivedatafor a largenumberof itemswhich maynot

beeasilyavailable. Largebusinessorganisationsmaybein a positionto collectsuchdataona continuingbasissothat

theycanuseinput-outputanalysisfor forecasting. However,this is notpossiblein
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caseof smallindustrialorganisationsonaccountof excessivecostsinvolvedin thecollectionof comprehensivedata.

Econometric Models Econometricis concernedwith the useof statisticaland mathematicaltechniquesto verify

hypothesesemergingin economictheory. An econometricmodel incorporatesfunctional relationshipsestimatedby

thesetechniquesinto aninternallyconsistentandlogically

self-containedframework. The useof econometricmodelsis generallyfound at the macrolevel suchasforecasting

nationalincomeandits components. Suchmodelsshowhow theeconomyor anyof its specificsegmentoperates. As

comparedto an ordinary regressionequation,they bring out the causalitiesinvolved moredistinctly. This merit of

econometricmodelsenablesthemto predictturningpointsmoreaccurately. However,their useat themicro-level for

forecastinghassofar beenextremelylimited.

Time SeriesForecasting

FreehandMethod Oneof themethodsof gettinga seculartrendis thefreehandmethod. It maybementionedthat it

is thesimplestmethodof finding thetrendline, which is simply extendedfor forecast. It is highly subjectivemethod

asthetrendline fitted to thesamesetof datawill vary from onepersonto anotherassuchit is themostinappropriate

methodto beusedfor forecasting.

Trend Projection This methodof leastsquaresis far superiorthoughwe mustrememberthat all forecastsinto the

future arebasedon the assumptionthat the characteristicsdisplayedby the existingdatawill continueto influence

futurevalues. If this assumptiondoesnot hold, evenwith statisticsprovinga goodfit to knowndata,forecastscould

bemostinaccurate.

Exponential Smoothing A methodwhich is oftenusefulin forecastingtime seriesis exponentialsmoothing. When

a largenumberof forecastsareto bemadefor a numberof items,exponentialsmoothingis particularlysuitableasit

combinesthe advantagesof simplicity of computationand flexibility . It may be usedfor shorttermforecasts(one

periodinto thefuture)particularlywhenthereis no long-termtrendin a timeseriesdataor whenthetrendis notclear.

This methodusesdifferentialweightsto time-seriesdata. Theheaviestweight is assignedto themostrecentdataand

theleastweightto themostremotedatain thetime series. It is a typeof movingaveragethatósmoothsôthetime-series

of its sharpvariations.

Autoregressive Model Another approachto forecastingwith annual time seriesdata involves the fitting of an

autoregressivemodel. Sometimes,thevaluesof a time seriesdataarehighly correlatedwith thevaluesthatprecedand

succeedthem. In suchcasesanautoregressionmodelis usedfor forecasting.

Box-JenkinsMethod We may now briefly describethe Box-Jenkinsmethod of forecasting,which usesa very

differentapproachthanwhatwe havediscussedsofar. First of all, theanalystidentifiesa tentativemodelconsidering

thenatureof thepastdata. This tentativemodelandthedataareenteredin thecomputer. TheBox-Jenkinsprogramme

then gives the valuesof the parametersincluded in the model. A diagnosticcheck is then conductedto find out

whetherthemodelgivesanadequatedescriptionof thedata. If themodelsatisfiestheanalystin this respect,thenit is

usedto makethe forecast. In casethemodelis not satisfactory,thenthecomputerpointsout diagnosticinformation,

which is then usedby the analyst in revising the model. This processis continueduntil the analystobtainsan

appropriatemodel,which is usedfor makingforecasts. It maybepointedout thatsomestudiesusedtheBox-Jenkins

model as well as some other methodsand found that the Box-Jenkinsmodel gave more accurateforecastsas

comparedto othermethods. Thereis, however,limitation of this methodthat it requiresat least45 observationsin the

timeseries.
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Measuring the ForecastError

It shouldalwaysberememberedthatall forecastsarebasedon theassumptionthatthecharacteristicsdisplayedby the

existing data will continueto influence future values. In casethis assumptiondoesnot hold, even a very good

forecastingtechniquemay providea most inaccurateforecast. The managementmustaim at maximumaccuracyof

theforecast,andin themajority of forecastingsituationsaccuracyis indeedregardedthemostimportantcriterionfor

selectinga forecastingtechnique.

The Choiceof ForecastingModel

As thereis a wide varietyof forecastingmethods,oneis not sureasto which methodshouldbeadopted. Thequestion

of choosingthe right methodin a givensituationassumesconsiderableimportance. This shouldbeclearby a couple

of examples.

Supposethata very optimistic forecastfor saleshasbeenmadeby a manufacturingcompanyfor its product. On this

basis,it hasexpandedits manufacturingoperationsandproduceda largerquantityof outputthanin theearlieryears.

However,asthe time goesby, it realisesthat saleshavebeenmoreor lessat thepreviouslevel, resultingin a heavy

losson accountof largestockof unsoldproductwith the company. Apart from this, losshasresultedon accountof

higherinventorythecompanyhasmaintainedin orderto producea largerquantityof output.

We cantakeanotherexamplein contrastto theearlierone. A saleforecastfor a particularproducthasbeenmade. But

it turnsout that theforecastis not realisticðit is on a muchlower sidethanthedemandfor thatproduct. In view of a

low forecast,thecompanyhasmisseda very goodopportunityof augmentingits salesandprofits. Onecanvisualise

severalsituationsin businesswhereeitherhigh or low forecastswould go againstthe interestof the company. This

closelyestablishesamajorpoint thateffortsmustbemadeto maketheforecastsasrealisticaspossible.

In orderto selecta specificmethodof forecasting,it is necessaryfirst to comparetherequirementsof theforecastwith

thecapabilitiesof theproposedmethod. Generally,therearethreerequirementsof any forecast. Theseare: (i) extent

of accuracydesired,(ii) datarequired,and(iii) extentof timeavailable.

(b) New Product Developmentand TestMarketing

NewProduct Development

A companymay fi nd itself in a situationwhereit may be advisableto developa new product. When salesof its

current rangeof productshave beendeclining over the past few yearsor when it receivescomplaintsabout its

productsfrom customers,distributors,retailers,it mayhaveto find thepossiblereasonsfor thesame. This mayleadto

the improvementof theexistingproductor thedevelopmentof analtogethernewproduct. As we know, theconcept

of productlife cyclesuggeststhata productpassesthroughdifferentstages. Whena companyfi ndsthatsomeof its

productshave enteredthe declining stage,it may have to take concretemeasuresto replacethem. This can be

achievedin two ways: acquisitionandinnovation. We areconcernedherewith thelatterwhich canbebroadlyof two

types: internal innovation and contract innovation. New product developmentcan be carried out in one of the

following ways:

1. New product featurescan be developedby adapting,modifying, magnifying, minimising, substituting,

rearrangingor combiningtheexistingfeaturesof aproduct.

2. Different quality versionsof theexistingproductcanbedevelopedsothat theneedsof differentmarketscanbe

met.

3. Additionalmodelsandsizesof theexistingproductcanbebroughtout.
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NewProduct DevelopmentProcess

The developmentof new productsinvolves the following stages: (i) idea generation,(ii) conceptdevelopmentand

testing,(iii) productevaluationanddevelopment,(iv) businessanalysis,and(v) commercialisation. In all thesestages,

marketingresearchtechniquescanbeappliedthoughtheywould vary in eachstage. In thesectionthat follows, these

stagesandthemajormarketingresearchtechniquesusedthereinarediscussed.

Idea Generation

Theobjectiveof this stageis to obtain(a) newideasfor products,(b) newattributesfor theexistingproducts,and(c)

new usesof the existing products. There are severalsourcesof new-product ideassuch as customers,company

salesmen,dealers,scientists,competitors,top management,industrial consultants,advertisingagencies,marketing

researchfirms, industrial publications,universitiesand commerciallaboratories. Severalmethodscan be usedto

generatenewideas. Thesearebriefly discussedbelow.

AttributeListing
Major attributesof an existingproduct,arelisted. Then,oneis askedto imaginehow eachof theseattributescanbe
modifiedsothat theproductwill improve. In this connection,Osbornsuggestedthatnewideascanbegeneratedwith
referenceto a particularproduct: can it be put to otheruses?can we adapt?modify? magnify?minify? substitute?
rearrange?reverse?combine?

ForcedRelationships

This technique involves listing of several objects and then trying to find how each object can be combined with the 

other objects. For example, a bed and a sofa set, two separate products, were combined into oneð bed-cum-sofa setð

fulfilling a ófelt needô of using furniture in a limited space.

Morphological Analysis

This termrefersto a varietyof techniqueswhich aresimilar to forcedrelationshipsandattributelisting. althoughthere

are several variations, a simple method of morphologicalanalysisconsistsof the following stages: First , the

parametersof thesituationarelisted. Second,eachparameteris sub-divided into its smallestparts. Third, theseparts

arerepresentedin a matrix. Finally, all possiblecombinationsof parametersandtheir sub-partsareexamined. In this

way, morphologicalanalysiswill enableidentificationof thecomponentsof currentsuccessfulproductsandfind new

combinationsof attractive features. Such an analysishas beenextremelysuccessfulin the developmentof new

technologies. No doubt,morphologicalanaltime spentis justified. A thoroughsearchof all thepossiblecombinations

wouldnotbepossiblewithoutmorphologicalanalysis.

Problem Analysis

Here,theconsumersareapproachedto find out it theyhaveexperiencedanyproblemwhile usinga particularproduct

or productcategory. Onecanthenselectoneor two majorproblemsfrom sucha list on thebasisof their importance,

thefrequencyof theiroccurrence,andthecostof effectingimprovementin theproduct.

Brainstorming

This techniqueinvolvestheuseof a smallnumber(usuallybetweensix andten)of consumerswhoareasked

to participatein aóbrainstormingôsession. Thepurposeof sucha sessionis to generateanumberof new

productideas. In orderto ensurethatabrainstormingsessionis mosteffective,it

is necessaryto complywith certainrulessuggestedby Osborn. Theseare: (a)No criticismof any

newideashouldbemade. (b) Freewheelingis welcomed,indicatingthatthewilder theidea,thebetterit is.

(c) A goodnumberof ideasmustbegenerated. (Quantityis importantat thisstage.) (d)
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Participantsshouldsuggesthowtwo or moreideascanbecombinedinto still anotheridea.

Synectics

Someauthorsfeel that a major limitation of brainstormingsessionis that it producessolutionstoo quickly before

developingsomeperspectives. Insteadof definingtheproblemspecificallyasin brainstormingsessions,theSynectics

approachsuggestedby Gordon,definestheproblemsobroadlythat theparticipantsin thegrouphaveno ideaof the

specificproblem. In suchexercise,the participantsgive their viewpointsandasmoreandmore factsaregradually

interjected,theirdiscussiontendsto movetowardsspecificity.

ConceptDevelopmentandTesting

It shouldbe obviousthat all thenew productideasgenerated,cannotbepursued. This maybe on accountof several

reasons. Thecompanymayfind thata particularnewproductideais incompatiblewith its majorobjectives. Further,it

may not havethe requisiteproductionor marketingskills. Anotherpossiblereasonfor not pursuinga new product

idea is that it may not be technologicallyfeasible. Thus, a preliminary screeningwill eliminatea numberof new

productideas. Thosewhichsurvivethisscreeningarethenpursuedfurtherthroughconcepttesting.

Themajorobjectivesof concepttestingare:

1. To getthereactionofconsumersôviewsof thenewproductidea.

2. To give directionregardingthedevelopmentof theproject.

3. To choosethemostpromisingconceptsfor development.

4. To ascertainwhethertheproductin questionhasadequatepotentialfor its commercialisation.

The concepttest can take three different forms. First, it can be entirely verbalða statementabout what it does.

Second,it canbe visualðin form of a photographor drawing. Third, a mockupof theproductmaybe used. This is

merelya dummyproductto getacrosstheidea.

Focus-groupInterviews

The focus-group technique,as discussedearlier, is usedfor concepttesting as well. Focus-group interviews are

conductedwith 8 to 12 participantswherethemoderatorgivesthegroupdiscussiona morespecificdirectionthanis

the casein an idea generatingsession. The main objectiveis to havea deeperinsight so that the conceptscan be

furtherrefined.

MonadicTests

In monadic testing, a respondent evaluates a single item in isolation from the other alternatives. The respondents are 

divided into groups, the number of groups depends on the number of new product oncepts. Thus, there are as many 

groups as there are new product concepts to be tested. Each respondent evaluates only one concept on uniform 

dimensions as are used with respect to other concepts. Although the scale for recording the evaluations could be any 

of the attitude rating scales the numeric rating scale is generally used.

When each respondent has given his rating on the specified dimensions, an average score for each product is 

calculated. The new product concept that obtains the highest score is chosen for further evaluation. If the groups are 

not comparable with respect to age, education, etc., then their ratings to product concepts might be biased. The bias 

would be more when characteristics such as age and education have a bearing on the product concepts to be tested. In 

such a case, monadic tests will not be reliable.

PairedComparisonTests

Themethodhasbeenquestionedon its ability to bea truepreferencetesting. This is becauseit providesa measureof

therespondentôsattitudetowardanitemratherthana comparisonwith all theotheritems.6 Paired
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comparisontestsare an improvementover monadictest. Insteadof examiningonly one productconceptas in the

precedingmethod,therespondentexaminestwo productconceptsata time indicatingwhichof thetwo is preferable.

While usingpairedcomparisontests,one shouldalso be awareof their shortcomings. A major drawbackis that it

becomesdifficult to maintaincontinuedcooperationof membersof a consumerusepanel. To overcomethis,panelists

may be paid so that they would realizetheir responsibilityin respectof the tests. Anotherdrawbackis that a paired

comparisontest is unableto simulate the sameconditionsas are found in the marketplaceunder which buying

decisionsaremade.

Thereis yet anotherdrawbackin finding asto how valid the findings of the testare in comparisonto actualbuyer

behaviour. Normally, a consumerof a productdoesnot comparethemeritsof oneproductwith thoseof otherson the

basisof eachcharacteristicof the products. This apart, the reliability of a test is impaired when consumersare

subjectedto a numberof trial uses. In suchcases,consumersarenotconsistentin theirpreferences.

Thereis yet anotherproblemthat relatesto orderbiasin pairedcomparisontests. Usuallyonefinds that preferences

arerelatedto theorderin which thetwo productsaretested.

An alternative to a paired comparisontest is a sequentialmonadic or non-direct comparisontest. Here, each

respondentis exposedto eachproductconcept,separately. After hehasbeenexposedto all theproductconcepts,heis

askedto give his ratings. Theonewhichsecuresthehighestscoreis obviouslyselectedfor furtherevaluation.

A major advantageof this methodis that it is morein conformitywith theactualmarketplace. Respondentsevaluate

productsafter theyhavebeenexposedto themat different time periodsin the market. Moreoverrespondentsarenot

óforcedôto selecta productconceptoveranotheronejust becausetheyhavebeenaskedto do. This methodmay lead

to a bias on accountof the useof a particularorder of presentationof the productconcepts. This problemcan be

overcomeby theprocessof randomisationin sequencingtheproductconceptsacrossrespondents.

UsageTests

The new product can be tested in different types of usage situations. There are two types of usage tests: laboratory 

usage tests and consumer usage tests.

In the former test, R and D people may test a new product with respect to one or more attributes. For example, a car 

manufacturing unit will have its R and D department whose task is to effect improvements in the car, say, economy in 

fuel consumption. R and D personnel may evaluate the proposed vehicle by undertaking test drives under varying 

conditions. Generally, laboratory testing is found to be more rigorous for ensuring that performance norms come up 

to a certain level.

A point worth noting is that a consumer usage test and the laboratory test may give different evaluations of the same 

product. This is because consumersô perception may be different and accordingly they may attach importance to those 

attributes which were not considered by the R and D department. In a consumer usage test, a small number of 

consumers are given a sample of the new product. They are asked to use it in a normal fashion and later indicate their 

reaction to it as also the defects that they have noticed.

A variant of the consumer usage test is the blind usage test. In such a test, the consumer is given the product in 

question without disclosing its brand name or advertisement. This method is particularly useful when a new 

formulation of an established brand is to be tested.

In usage tests, the researcher should ensure that respondents have actually used the new product and that their 

responses are free from bias. This is important as many a time respondents indicate their willingness to buy the new 

product without eventually doing so. This would give a highly favourable picture of the product

Prof. Ujjval More www.dimr.edu.in

http://www.dimr.edu.in/


DNYANSAGAR INSTITUTE OF MANAGEMENT AND RESEARCH

TestMarketing

After the concepttestingand developmentof a new product,it is necessaryto find out whetherit is going to be

acceptedor not in the market. This is achievedthroughtestmarketing. The main objectiveof testmarketinga new

productis to reducethecommercialrisk whenit is broughtin themarket.

ñTestmarketingis a controlledexperiment,donein a limited but carefullyselectedpartof themarketplace,whoseaim

is to predictthesalesor profit consequences,eitherin absoluteor in relativeterms,of oneor moreproposedmarketing

actions. It is essentiallythe use of the marketplaceas a laboratory and of a direct salesmeasurementwhich

differentiatesthis testfrom othertypesof marketresearch.ò

From the abovedefinition it is clear that test marketing is essentiallyan exercisein experimentation,when the

marketplaceis a laboratory. It alsobringsout thatthepredictabilityof salesor profit is theobjectiveof testmarketing.

Usesof TestMarketing

There are two uses of test marketing. First, it may be used as a tool for managerial control. Second, it may also be 

used as a predictive research tool. These two uses are discussed in some detail here.

TestMarketingasa ManagerialControlTool

Testmarketingfrequentlyservesasa pilot operationfor large-scalemarketingactivity. Whena companyintendsto

expandits businessoperations,someelementof risk is involved. This is particularlytruein respectof newproductsor

brandswherethemanagementmaybeunderstandablyapprehensive. Thereare,for example,manyphysicalproblems

suchashandlingof the product,breakage,storage,stockingand transportationwhich if not handledproperly,may

proveto becostlymistakes. In suchcases,testmarketingis usedto improvethemechanicsof themarketingoperation

so that the managementmay know in advancethe problemsthat arelikely to ariseandhenceimproveits marketing

operations.

Here, the role of test marketingis limited. It is not advisableto undertakean elaborateand time consumingtest

marketingasthis maybeunnecessary. It is usedasa deviceto gainexperience,to identify theproblemslikely to arise

in marketingoperations,and to developa soundmarketingprogrammeeventually. It is not usedfor purposesof

predictionof salesor profit.

TestMarketingasa PredictiveResearchTool

Testmarketingis oftenusedasa predictiveresearchtool in two differentsituations. Theseare: (i) theintroductionof a

newproductor brand,and(ii) theevaluationof alternativemarketingvariables. Test

Marketingfor New Productsor Brands

When a new product or brand is to be introducedin the marketplace,the managementis apprehensiveabout its

performance. This will betrueparticularlywherethenewproductdoesnot haveanydirectsubstitutes. In sucha case

the managementneitherhasany information of its own nor any experienceof the others. In sucha situation,test

marketingcanbeusedto predictthelikely performanceof thenewproduct.

Test marketing is also used while recycling an existing brand. When a company is seriously considering a new 

packaging for its product, its repositioning, or some improvement in an existing brand, it may use test marketing 

before introducing such a change. In case of an existing brand, test marketing should be used only when the change is 

substantial otherwise it will be only a wasteful expenditure.

Whena testmarketis conductedfor a newproductor newbrand,themanagementwould like to know how this new

productor newbrandwill do in termsof salesandprofitsat thenationallevel.
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TheDecisionto UndertakeTestMarketing

Themanagementis oftenfacedwith thedilemmaof goingin for testmarketingor not. This decisionhasto bebased

on a cost-benefitanalysis. Againsttheexpectedbenefits,themanagementhasto examinevariouscostsinvolved in a

testmarket. As the likely benefitsof testmarketinghavebeendiscussed,herethediscussionis confinedto the other

aspect,namely,costs. Both directandindirectcostsareinvolvedin testmarketing.10 Thedirectcostsinclude(i) cost

of settingup a pilot plant,(ii) commercials,(iii) advertising,(iv) expensesincurredon theproductionof point-of-sale

material,(v) couponing,(vi) samplingand(vii) tradeallowancesofferedto obtaindistribution. An indirect cost,for

example,would bethecostof disclosinga newproductideato a competitor. Otherindirectcostsare: (i) deployment

of salesforcefrom theexistingandestablishedproductsto testmarketing,(ii) opportunitycostof saleslost in caseof

a successfulintroduction,(iii) possiblenegativeimpact on other products,etc. The fact that test marketingwould

meanhigh direct and indirect costs,necessitatesthat thereshouldbe a very careful analysisof benefitsand costs

beforeusingthisdevice.

Whento TestMarket

Having lookedinto both the costsandbenefitsandthe problemslikely to arisein testmarketing,the companymay

like to decidethetiming of a testmarket. A few considerationsbecomerelevantin decidingasto whentestmarketing

shouldbeundertaken.

First, thecostandrisk of failureshouldbeconsideredagainsttheprofit andprobabilityof success. A productwith low

costsandlow risk of failuremaynotneedtesting.

Second, the investment needed in plant both for test marketing and national introduction should be considered. In case 

the difference in investment is not much, one should prefer introducing the product of the national level. In contrast, if 

the difference is considerable, test marketing should be undertaken first. Third, the possibility and speed with which 

the competitors are likely to initiate and/or pre-empt the proposed product should be considered. The faster the 

competitive firmôs response (and the more likely it is to do so), the stronger the need to avoid test marketing.

Fourth, the effects of a national failure on the trade and consumersshould be considered. One should ascertain

whetherthecompanyôsreputationandits otherproductsarelikely to sufferin theeventof a failure in testmarketing.

In the light of thesefactors,a companymay decidein favour of or againstlaunchinga test market. If in a given

situationonly onefactoris relevant,thenthecompanymaydecideon thebasisof only thatfactorandthis processwill

bemuchsimplerthanin othersituationswheretwo or morefactors,mentionedabove,areinvolved.

Typesof TestMarkets

Therearefour basictypesof markettests:

Standard,controlled,electronicandsimulated.

StandardTestMarket

A standardtestmarket(STM) is onein which a smallsampleof marketareasis selected. Throughregulardistribution

channels,thenewproductis sold,usingoneor moreof its combinations,priceandpromotionallevels in theselected

areas. STMsarealsousedfor price,packageandadvertisingtesting.

Controlled-StoreandMinimarket Tests

In controlled-storeandminimarkettests,themarketingresearchfirm handlesall thewarehousing,
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distribution,pricing, shelvingandstocking,which is not thecasein STMs. Here,theM.R. firm approachesanoutlet

to providesomespaceagainstpaymentso that the new productcanbe placedin that store. Thus,a few outletsin

different areascan be utilized. In such a test, media advertisingtypically cannotbe usedbecauseof the limited

distributionof theproduct. In contrast,a minimarkettestinvolvesa goodnumberof outlets. As such,thevisibility of

thetestaswell asthecostsarehigherascomparedto controlled-storetests. As theM.R. firm itself distributesthenew

product, it maintainsthe salesdata. It can usepanelsin order to know trial and repeatpurchaserates,household

penetration,demographiccharacteristicsof theusers,etc. It canevenconducta surveyto supplementpaneldata.

Thesetwo methodshavesomeadvantagesover STMs. First, the competitivefirm is unableto get the testresultsas

the M.R. agency/firmis the only sourceof salesdata. Second,thesetestsare relatively lessvisible to competitive

firms, thoughmostcontrolledstoresandminimarketsareactivelyobserved. Third, thesetestsaremuchfasterasthere

is noneedto put thenewproductthrougha distributionchannel. Finally, thecostsof runningthesetestsaremuchless

thanthosein STMs.

There are some limitations of these tests. First, as the number of stores is very limited and/or due to the small size of 

the new product involved, some difficulty is faced in making projections on the basis of the test market results. 

Second, these tests are unable to give information as to how much support the trade will give to the new product. In 

case the wholesaler does not push the new product or the retailer does not provide adequate shelf-space, the new 

product is unlikely to succeed. Third, it is sometimes difficult to duplicate planned national advertising 

programmes. Finally, the

M.R. agency ensures near-optimal positioning in each store, no stockouts, adequate shelf-space etc. Now, such a 

favourable situation is very different from the one encountered during the national introduction. However, taking all 

factors into consideration one finds that these tests are relatively fast, cheap and realistic as compared to STMs.

ElectronicTestMarkets(ETMs)

Electronic Test Markets (ETMs) have now becomean important part of test marketing. ETMs operate like

minimarkettestswith thedifferencethat heretheM.R. firm is ableto collect ongoingscanner-basedsalesdatafrom

themajoroutletsin thearea.

Apart from beingusedin testingnew products,ETMs areevenmorecommonlyusedin decidingadvertisinglevels

and themes. Thesetestsare able to provide precisemeasurementof individual householdôspurchasingand TV

viewingbehaviour. Their limitationsarethesameasthosefound

in minimarket tests. There are two additional concerns: (i) the representativeness of the electronic diary panel on 

account of the high refusal rate of those approached to join such panels; and (ii) the small size of the towns involved 

in the test.

SimulatedTestMarkets

Simulated test markets are also known as laboratory tests. In order to run these tests, the following procedure is 

followed.

1. Generally,potentialrespondentsarecontactedin mall interceptinterviewsandare listed asñqualifiedò,which

impliesthattherespondentssatisfythedemographicsand/orusagecharacteristicsof thedesiredtargetmarket.

2. The respondentsthusqualified areshowna descriptionof the productconcept,a finishedor roughpackage,a

finished or rough commercial,or a productprototypeor finished product,dependingon the purposeof operating

simulatedtestmarkets.

3.    Respondents then express their attitude toward the product or their intentions to buy it. Those with positive 

attitudes or purchase intentions are given the product to try it out.
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4. Respondentsusetheproductin theirhomesin anormalmannerastheyuseanyotherproduct.

5. After the expiry of reasonabletime, the respondentsare againcontactedand askedto evaluatetheproductôs

performance. Normally, evaluationincludesattitude measuresand statementsof repurchaseintentionsand likely

usagerates.

6. The final stepinvolvesthecalculationsof percentageof respondentswho decideto try thenewproduct. This is

usedto estimatethepercentageof thetargetmarketpopulationprovidedthat(i) thepeopleareawareof theexistence

of thenewproductand(ii) thenewproductis easilyavailablein thosestoreswheretherespondentsshop.

Theforegoingdiscussionclearlyindicatesthata gooddealof relianceis beingplacedon thebehaviourof respondents

in anartificial situation,which maybefar from reality. It seemsintuitive thatsuchbehaviourwould bevery different

from actual behaviourof the peoplein the marketplace. ThoseoperatingSTMs do realize this and they use test

marketsto understandrelationshipbetweenproductôsperformancein thelaboratoryandits subsequentperformancein

actualmarketintroduction.

These tests are not only fast and economical but are also confidential, easily controlled and capable of covering a wide 

geographical area. They do not measure trade response, reactions of competitors or difficulties in implementation. 

Further, they are dependent upon the mathematical model used in conducting them.

Problemsof TestMarketing

A number of problems arise with test marketing. All of them, however, give rise to one overriding negative result.. 

This means that the test market is unable to provide projectivity to the national roll-out of the product. A number of 

reasons can be advanced for this poor projectivity of test marketing.

1.    As competitors come to know about test market, at an extreme level, they can attempt to destroy the companyôs 

ability to make judgment from a test. This is on account of increasing efforts made in test cities resulting in distortion 

of test results.

2. Normally,only asmallsampleof storesis usedin thetestmarketwith a resultantsamplingerror.

Further, sales data from sample stores may be inaccurate because of poor store records or insufficient knowledge of 

the storeôs billing and handling systems.

3. Whenthemarkettestis goingon,competitorswouldsparenoeffort to learnof thecompanyôsactivitiesandeven

monitorresults. Theymayevenovertakethecompanyby introducingthis typeof productin themarket.

4.    During the test market operations, special introductory offers and promotions are often made to the trade and 

consumers so as to measure repurchase activity. However, such offers remain confined to a limited area. These offers 

are not available at the scale of the test for a national roll-out.

5.    The company conducting a test market ensures that trade is aware of the test and gives artificially high 

distribution and retailer support.

6.    The salespersons being aware that a test is being conducted in their market, get excited beyond normal levels of 

their activity.

GuidelinesFor DesigningMarket Tests
In general,thefollowing guidelineswill behelpful in designinga goodmarkettest:

1. The market test must be representativeof the whole. This is an extremely important aspectotherwisethe

projectivity of the testwill be faulty. In order to achievethis, the samplemarketsshouldbe randomlydispersed. It

may be desirableto stratify the universeby regionsor statesfirst and then chooseindividual marketswithin the

regionsor states. Thesamplemarketsshouldbenormalandshouldnotbedominatedby oneindustry.
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2. It is desirableto run thetestfor at leasta year. This is to ensurethataseasonalpattern,if existing,doesnot distort

the results. This is particularlynecessaryin caseof thoseproductsthat arelikely to havea seasonalpattern. Further,

the test marketshouldalso reflect a repeatpurchasesituation. This is possibleonly when the durationof the test

marketis sufficiently long.

3. The test marketmustbe carefully controlled. As far aspossible,extraneousvariablesmust not be allowed to

unduly influence the test. This is particularly relevant in testing alternativevariableswhen a control group is

necessary. Whena controlgrouphasto besetup for comparisonwith thetestarea,oneshouldensurethatbothshould

be selectedin an identicalmanner. Similarly, the control groupshouldbe asrandomlydispersedasthe testareain

additionto beingaslargeasthetestarea.

4. It is necessaryto ensurethat thetestmarketgivesaccurateresults. Without a relevantandaccuratemeasurement

of the testmarket,theprojectiveresultswill bemisleading. In this connection,threethingsshouldbe lookedinto: (i)

the measurementcriterion suchas sales,marketshareor profit; (ii) the selectionof the baseperiod againstwhich

comparisonsareto bemade; (iii) themethodof projectingtheresultsof thetestmarket.

5. It is advisableto testonly onevariableat a time sincea largeareais neededto testevenonevariable. Moreover,

theintroductionof anothervariablein thesametestmarketmayleadto unnecessarycomplications.

6. In orderto ensurethatprojectionsmadeon thebasisof a markettestarerealistic,it is advisableto useat leastone

yearôsbackdataasthebase. This will enableusto choosethemostappropriatemethodfor forecasting. Sometimesit

may be desirableto usemore than one methodfor forecastingand to averagethe projectionsobtainedfrom these

methods.

7. The basicprinciplesin markettestsshouldneverbe sacrificedfor thesakeof expediency. A markettestwhere

severalimportantprinciplesarecompromisedwill leadto confusingandmisleadingresults.

8 It is desirableto undertakebasicmarketingresearchprior to the test marketing. Adequateresearchdonebefore

running a test marketwill give more reliable results. At the sametime, it may indicatethat test marketingis not

neededin certain cases. Greaterattention should, therefore,be given to pre-market test researchto derive the

maximumadvantagefrom thetestmarketing.

(c) Market Segmentationand Positioning:

MarketSegmentation

Marketsegmentationis theprocessby which thetotal heterogeneousmarketfor a productis dividedinto severalsub-

marketsor segments. Eachsegmentis homogeneousin all majoraspectsandis different from theother. In economic

terminologyit canbe said that thoughthereis only onedemandschedulefor the total market,if it is divided into

different segments,eachsegmentwould havea separatedemandschedule. The needfor marketsegmentationarises

becausea companywith its limited resourcescannotcaterto thedemandof thetotal market. In view of this, it hasto

identify thesegmentswhereits productwould bemostsuitableandmarketthatwould bemostprofi table. Thereare

severalbenefi ts of market segmentation. It helps in designingproductsthat match with the market demand. A

companycoulddeterminethemosteffectivepromotionalstrategyandpositionits promotionalefforts to synchronise

with theperiodwhentheconsumersôresponseis likely to bethemaximum.

BasesForMarketSegmentation

Thereareseveralways by which a companycansegmentits market. The methodsmay vary from one productto

another.

An importantway of segmentingtheentireIndianmarketis to divide it into (i) ultimateconsumersand(ii) industrial

users. Theultimateconsumersbuyand/oruseproductsor servicesfor their
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own use. In contrast,industrial usersare industrial,businessor institutional organisationswhich buy productsand

servicesin order to manufacturetheir own products. Since the two marketsbuy the productsor servicesvery

differently, this division of the entire market into two, i.e., consumermarketand industrial market, is extremely

relevantandimportantfrom theviewpointof marketing.

DemographicSegmentation

Market segmentation can be affected on the basis of demographic characteristics of the respondents. Demographic 

characteristics or bases are factors such as age, sex, race, nationality, religion, family size, urbanisation, income, 

occupation, etc. These measures are commonly used while segmenting the market. Studies using demographic bases 

normally relate to large samples. They use structured and undisguised questionnaires for collecting primary data from 

the sample respondents. In addition to the demographic characteristics, the respondents are questioned on their 

purchasing power of a particular brand and their consumption rate of each brand.

It is saidthat in manycases,demographicsegmentationis unableto discriminateperfectlybetweenheavyandlight

usersor betweenusersand non-users. All the same,such a measureas rural-urban population or male-female

respondentswill show significant differencesin usagerates of consumergoods. In view of this, demographic

segmentationcannot be ignored. It is relatively easy to use demographiccharacteristicsin a researchstudy. In

addition,it is easierto understandtheir impacton thelevelof consumptionor usage.

PsychographicSegmentation

Like demographicbases,the purposeof psychographicbasesis the same,i.e., to identify variousmarketsegments.

Psychographicbasesareusedto classifyrespondentswith respectto theirattitudes,beliefs,opinionsandactivities.

Severalstepsareinvolvedin orderto obtainpsychographicdata. First a numberof statementsareframed. Second,the

statementsare listed in randomorder in a questionnaire. Third, it is desirableto have severalstatementsin a

questionnairefor each activity, attitude, belief, etc., which is to be measuredby the researcher. Finally, the

respondentsareaskedto indicateto whatextenttheyagreeor disagreewith eachof thestatements,say,ona ten-point

scale. Respondentsareaskedto reporttheir consumptionof thegivenbrand/productandof variousadvertisingmedia.

On the basisof theseresponses,the researcherhas(i) to identify groupsof respondentshavingdifferent activities,

interests,attitudesandopinions; and(ii) to ascertainhow thesegroupsdiffer with regardto their product,brandand

mediausage.

Forexample,let PsychographicSegmentation

Like demographic bases, the purpose of psychographic bases is the same, i.e., to identify various market segments. 

Psychographic bases are used to classify respondents with respect to their attitudes, beliefs, opinions and activities.

Severalstepsareinvolvedin orderto obtainpsychographicdata. First a numberof statementsareframed. Second,the

statementsare listed in randomorder in a questionnaire. Third, it is desirableto have severalstatementsin a

questionnairefor each activity, attitude, belief, etc., which is to be measuredby the researcher. Finally, the

respondentsareaskedto indicateto whatextenttheyagreeor disagreewith eachof thestatements,say,ona ten-point

scale. Respondentsareaskedto report

their consumption of the given brand/product and of various advertising media. On the basis of these responses, the 

researcher has (i) to identify groups of respondents having different activities, interests, attitudes and opinions; and (ii)

to ascertain how these groups differ with regard to their product, brand and media usage.
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Limitations of Psychographic Segmentation

There are some limitations of psychographic segmentation. Some people hold the view that lifestyles of people are too 

heterogeneous to be classified into watertight groups. Even so, the general feeling among marketing people is that 

psychographic measures bring out some useful insights into market segmentation on the basis of such factors as 

attitudes, interests and activities of the respondents. Psychographic segmentation seems to be more useful as compared 

to the demographic segmentation. The former enables researchers to draw meaningful inferences in the sphere of 

advertising. For example, such studies may reveal how different segments respond to advertising messages. At the 

same time, a major limitation of such studies is that analysis of psychographic data is not only complex but also very 

subjective. A psychographic study generally involves the use of cluster analysis. There are different techniques of 

cluster analysis. The application of different techniques to the same set of psychographic data may bring out different 

market segments. Since the researcher himself has to choose a particular technique to be used, the analysis of 

psychographic data tends to be subjective. This is considered to be the major limitation of psychographic 

segmentation.

Usage Rate Segmentation

In orderto usethis method,it is necessarythatdataon theconsumptionof a particularproductfrom a largenumberof

consumersareavailable. Suchdatacanbeobtainedthrougha consumerpanel. If paneldataarenot available,thena

field survey has to be undertakento collect the requisitedata. While collecting the data, a structuredand non-

disguisedquestionnaireis designed,provideddemographiccharacteristicsareto beusedfor segmentation. In theother

case,a structuredanddisguisedquestionnaireis used. Themeasuresof usageratecanbein thefollowing forms:

(a) Usersandnon-users,

(b) Heavyusersandlight users,or

(c) Heavyusers,light usersandnon-users.

Theconsumersôgroupsthusformedarethenanalysedeitherondemographicor psychographicmeasures.

It may be noted that in respectof severalproducts/brands,a relatively small proportion of the total population

accountsfor a largeproportionof total consumption. In view of this, theusagerateapproachfor marketsegmentation

seemsto bejustified. This apart,theuseof this approachis not only quiteeasybut alsostraightforward. Thesearethe

major advantagesof this approach. As againsttheseadvantages,it hasbeencriticized on the groundsthat it fails to

take into accountthe brand preferencesof different consumersand is unableto provide any reasonas to why a

particularbrandis chosenby a consumerandnot theotherbrand/s. Theseshortcomingscanbeovercomeif productor

brandattributesapproachisusedinstead.

RequirementsForEffectiveMarketSegmentation
Beforewe closethis section,it maybe worthwhile to know how market segmentationcanbe effective. Thereare three
conditionswhichmustbe fulfilled if marketsegmentationis to bemadeeffective.
1. Thebasesfor segmenting,i.e., the characteristicson the basisof which customersare to be classifiedinto different
categories,mustbe measurableandthe dataaccessible.
2.    It is necessary that market segments are accessible. A company should cater to the chosen segment or segments on 
the basis of the existing channels of distribution, the advertising media and the sales force. This should be possible with 
minimum cost and waste.
3.    Finally, the market should be segmented in such a manner that each segment is large enough for a company to have 
adequate sales and profits from the segment.
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TargetMarketing

Thecompanymayadoptthestrategyof undifferentiatedmarketing,which impliesthat it maycaterto thelargestpart

of themarketwith oneoffer andmarketingmix. Alternatively, it maygo in for concentratedmarketingwhich means

it favoursa narrowmarketsegmentandwill developthe idealoffer andmarketingmix for it. Yet anotheralternative

before the companyis differentiatedmarketingwhich meansit has decidedto cater to severalmarket segments,

developingan effectiveoffer andmarketingmix for eachchosensegment. Exceptingthe undifferentiatedmarketing

strategy,thecompanyhasto chooseits targetmarketsegments.

BrandPositioning

According to Green and Tull, ñBrand positioning and marketing segmentation appear to be the hallmarks of 

todayôs marketing research. Brand (or service) positioning deals with measuring the perceptions that buyers hold 

about alternative offerings.ò

Componentsof Positioning
Positioningcomprisesfour components. The first componentis the productclassor the structureof the market in

which a companyôsbrand will compete. The secondcomponentis consumersegmentation. One cannotthink of

positioninga brandwithout consideringthe segmentin which it is to be offered. positioningandsegmentationare

inseparable. The third componentis theconsumerôsperceptionof thecompanyôsbrandin relation to thoseof the

competitors. Perceptualmappingis thedeviceby which thecompanycanknow this. Finally, thefourth componentof

positioningis thebenefitofferedby thecompanyôsbrand. A consumercanallot a positionin his mind to a brandonly

whenit is beneficialto him. The benefitsmay be expressedasattributesor dimensionsin a chartwherebrandsare

ófittedôto indicatetheconsumerôsperceptions.

Repositioning

As thetermsuggests,repositioningis changingthepositioningof a brand. Theneedfor repositioningariseswhenthe

existing positioning of a brand doesnot give the desiredresults. In his bookñBrandManagement- The Indian

Contextò,YLR Moorthy has examinedthe repositioningof severalbrands. On the basisof careful examination,

Moorthyhasidentifiedthefollowing ninetypesof repositioning:

1. Increasingrelevanceto theconsumer

2. Increasingoccasionsfor use

3. Searchfor a viableposition

4. Making thebrandserious

5. Fallingsales

6. Bringing in newcustomers

7. Making thebrandcontemporary

8. Differentiatefrom otherbrands

9. Changedmarketconditions.

Undereachof theserepositioningtypes,Moorthy givessomeexamples. It shouldbenotedthattheninecategoriesare

not mutually exclusive. At times,onemay find that a particularbrandhasbeenrepositionedon accountof multiple

reasons. This suggeststhat it is not on accountof decliningsalesalonethat the changein positioningis required. A

number of other reasonsnecessitatethe corporationsto reconsiderwhere their products stand vis-a-vis other

competitiveproducts. If necessary,suitablestepsshouldbe takenso that their productsstandout distinctly different

from others.
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(c) Pricing Research

Regardlessof the natureof business,every firm hasto decidewhat price is to be fixed for its goodsandservices.

Pricing is oneof themajor factorsthataffectsthesuccessof the firm. Costsform thebasisfor determiningtheprice.

There are a numberof other factors as well such as the natureof demand,extent of competition,technological

development,financial statusof the consumers,etc. If a new productis to be launched,the firm may undertaketest

marketing. In different locations,it canuseexperimentationto find the extentof its acceptabilityat varying prices.

This may help the firm to choosethe appropriateprice. In caseof an establishedproducttoo, the firm may like to

know how sensitiveto pricechangesareits targetsegments. In fact, this is nothingbut determiningthepriceelasticity

of demand. Anotherproblemmayrelateto a situationwhencostof productionhasbeendeclining. Here,thefirm may

be in a dilemma-whetherto reducethe price of its productor providea betterquality. Researchmay be helpful in

decisionmakingin this situation. This discussionis only illustrative. Many situationscanbethoughtof wherepricing

researchwill berelevant.
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Unit 5: Marketing Research Applications - II

(a) Brand Research

Brandsarenot definedjust by their productsor services. A brandis madeup of muchmore; it hasits own personality

(contributedto by its employees),its own missionstatement,its own goals,its own ethos,evenits own humour(see

Innocentdrinksfor anexample). However,abrandôsperceptionis not ownedby thebranditself, ratherit is ownedby

thecustomer,basedonhow theyseeandfeel it.

A clever brandwill spendtime understandinghow its communicationsand messagingalter brandperception,and

muchof this is donevia communicationwith its customers.

Brandmarketingresearchaimsto providea form of conversation:

Brandresearchspecificallyassistsin thecreationandcurationof strong,distinctivebrands.

Brand market research helps achieve competitive advantage through objective, insight based ideas and

recommendationsonproduct,serviceor customerservicestrategies.

Marketers,plannersandstrategistsare thenable to makeconfident,informed judgementson the endlessdecisions

aroundtargetmarkets,pricing,positioning,distribution,partnershipsandsoon.

Brandresearchmethods

Thereôsa varietyof waysto measurethe relationshipbetweenbrandnameandspecificconcepts. They fall into two

maintechniques: scalingandsorting:

1. Scalingtechniqueswhich determineif thereis anassociationbetweena brandandanattribute,togetherwith the

strengthof thatrelationshipe.g.:

Å Customersurveys,whichmight includeperceptionmaps

Å CustomerSATisfactionsurveys

Å NetPromotorScores (NPS)

Å Productsurveys

Å Socialmedialistening

2. Sortingtechniquesallow firms just to know if thereis anassociatione.g.:

Å Websitetraffic

Å Googleanalytics
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(b) Advertising Research

Importanceof Advertising

A studyldoneby theCentrefor MediaStudiesemphasisesthephenomenalgrowth in advertisingthathastakenplace

in India in recentyears. It observes: ñByany count 1986-88 yearswill go down as a turning point in the Indian

advertisingindustry.òA numberof factorshavecontributedto this growth. First, advertisingexpenditurehascrossed

theRs. 1000croremark. Second,advertisingthroughTV hasbecomea forceto reckonwith. Third, consolidationand

realignmentof advertisingagencieshastakenplace. Fourth,newspapersandmagazineshaveto woo advertisersand

advertisingagencies. Fifth, advertisingexpenditureis no longerquestionedfollowing thenewbuoyancyin themarket.

Anotherstudyshowsthat five consumermegatrendshavesweptacrossthe urbanlandscapein India. Theseare: the

new individualism,thegrowingmulti-cultureorientation,thesearchfor status,a harderlook at brandvalues,andthe

newaspirationsamongtheconsumers. Thesemegatrendshaveemergedasa resultof four forcesof changein Indian

society. Theseforcesare: more purchasingpower with consumers,availability of a wide variety of productsand

brands,availability of greaterinformationaboutproductsandbrands,andchangesin thesocio-economicenvironment

in the country. In view of thesedevelopments,advertisinghasassumedmoreimportancein recentyears. This rising

trend will continueon accountof a numberof factorssuchas a increasein urbanisation,expansionof education,

increasein per capitaincome,etc. This would meanthat companieswill give far moreattentionto their advertising

efforts,usemoresophisticatedandimprovedadvertisingtechniquesandbemoreconcernedaboutknowingtheimpact

of theiradvertisingefforts.

NeedForAdvertisingResearch

The role of researchin advertisingcan be seenin variousstagesof advertisingplanning. First, what shouldbe the

objectivesof advertising?Unlessthe objectivesare clear,advertisingcannotbe useful. Researchwould enablethe

companyto be clear in its objectivesof advertising. Second,advertisingresearchshouldbe usedfor developinga

strategyfor marketingthe product in question. Further, the selectionof the target audiencecan be facilitated by

advertisingresearch. In this connection,mere demographicclassificationwill not be adequate. It may be equally

necessaryto payattentionto productusagebehaviour. Anotheraspectwhereresearchcanbeusefulis theselectionof

messagethat an advertisementshouldcarry andthroughwhat mediait shouldbe conveyed. This is a major areaof

advertisingresearch. Finally, researchhasto concernitself with the evaluationof advertisingin order to find out

whetherthe expenditureon advertisinghasbeenjustified or not. If not, the reasonsshouldbe ascertainedso that an

improvementin advertisingcan be made in the future. In short, researchcan be instrumentalin increasingthe

efficiencyof advertisingasaresultof which thepay-off from advertisingexpenditurewill increase.

COPYTESTING

ñCopytestingis troublesomefor almosteverybody. Most advertisersandagencieshavea checkeredhistoryof its use

andoftendiffer on bothwhatandhow to measure. This continueddissatisfaction,with copytestinghasled to a never

endingsearchfor thenextnewtechniqueto embrace.ò

Methodsof copy testingcanbedivided into two categories,viz.,óbeforeôtestsandóafterôtests. The formercategory

includesall thoseteststhatareusedin ascertainingthesuitability or otherwiseof anadvertisementbeforeit is finally

released. Their purposeis to effect improvementsin the copy or advertisement. The latter categoryincludesteststo

measuretheeffectivenessof anadvertisementafterit hasbeenformally released.
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Despite this distinction, at times the difference between the two types of method gets blurred. This is because some 

óbeforeô methods require that an advertisement should be run in one or two media

óBeforeô Methods

A number of pre-test methods are used for copy testing. In this section, we will discuss the following methods: (i) 

consumer jury, (ii) rating scales, (iii) portfolio tests, (iv) psychological tests, (v) inquiry tests, (vi) laboratory testing, 

(vii) simulated sales tests, and (viii) Day-after recall tests.

Consumerjury: In this method,a sizeablenumberof consumersfrom thetargetaudienceareshowna setof roughand

unfinishedadvertisements. With respectto theseadvertisements,theyareaskedsuchquestionsas: Which copywould

you preferto read?Which onewould induceyou to buy theproduct?Which headlineis themostinteresting?Paired

comparisonsor ranking may be usedby respondents. The assumptionin this methodis that at least one of the

advertisementsshownwill beliked by them.

RatingScales: This methodinvolvestheuseof certainstandardsagainstwhich a copy is tested. Thecopy is ratedon

thebasisof scalevalues. As a result,a numericalscoreis obtained. It maybeaddedthatweightsmaybeassignedto

different factorsor items on the basisof which a copy is to be tested,dependingon their relative importanceor

relevance. This methodis generallyusedby professionaladvertisingagencieswhich areabletoórateôadvertisements

withoutanydifficulty .

Portfolio tests: Accordingto this method,a numberof alternativecopiesthatareto betestedareplacedin a portfolio.

At times,thecopiesareplacedin dummycopiesof magazinesor newspapers. Respondentsaregiventheportfolio and

askedto go throughit. After theyhavedonesotheyareaskedto recall thecopiesfrom memory. Sucha recallmaybe

eitherunaidedor aided. Theinterviewermayfacilitaterecallby askingaboutspecificadvertisements. Theinterviewer

may further askthe respondentto recall theadvertisementasmuchaspossible. Theextentof recall will indicatethe

strengthof thecopy.

Psychologicaltests: This methodusesa numberof psychologicaltechniquesto find out thereactionsof respondentsto

a givenadvertisement. Techniquessuchasword association,sentencecompletion,depthinterviewingandstorytelling

areusedby trainedpsychologiststo find out whatrespondentsseein a givenadvertisementandtheinfluenceit hason

them. As it is extremelydifficult to interprettheinformationobtainedon thebasisof psychologicaltests,only trained

personsshouldbeappointedto carryout this task. In view of this,only asmallsamplecanbeusedfor suchtests.

Laboratorytesting: This methodusesmechanicaldevicesto measuretherespondentôspsychologicalresponsesto a

givenadvertisement. Thecommonlyusedtestsarethegalvanicskin responseandtheeyemovement. As regardsthe

former, a device is usedto measurechangesin the amountof perspirationin the hands. This may be takenas a

measureof emotionalchangeasa responseto anadvertisement. However,the testis unableto indicatewhethersuch

an emotionalchangeis favourableor unfavourableto an advertisement. In the latter testan eyecameraregistersthe

continuousmovementof the eyeasit readsanadvertisement. However,the resultsobtainedfrom aneyecameraare

difficult to interpret. For example,if the eyewasfixed on a certainpoint could it be interpretedthat the respondent

wasinterestedin theadvertisementor thathewasconfused?

Inquiry tests: Someadvertisementsmay invite severalinquiries from the readersabouta given productor service.

However,it is questionablewhethera largenumberof inquiriescanberegardedasa goodyardstickfor a successful

advertisement.

Simulatedsalestests: Thesetestsexposeprospectiveconsumersto differentpiecesof copythroughpoint-of-purchase

displaysor direct mail. Thus,onemay selecttwo groupsof similar storeswheretwo alternativepiecesof copy are

displayedat theentranceor at someotherplacein thestore. Salesof theproductin questionaremeasuredbothbefore

and after the display of copy in the two groupsof store. The copy in thosestoreswhich haveregistereda higher

increasein thesaleof theproductovertime is regardedasa bettercopy. Likewise,comparisonscanbemadebetween

two piecesof copyusingdirectmail. While thesetestsareboth
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more economicaland simpler than actual salestests,one major limitation is that there is no certainty that the

advertisementwhenactuallygivenwill havethesameresultasat thetimeof thetest.

Day-after recall tests: Thesetestsare generallyundertakenfor televisioncommercials. The test involves an on-air

exposureof a commercialin a coupleof cities. This is followed by a telephonicenquiryof therespondentsto find out

if theycanrecall themessage. Theaggregaterecallscorethatis arrivedat is comparedwith a standardscorebasedon

similar studies. If the score given by the commercial is higher than the standardscore, it is inferred that the

advertisementis usefulandshouldbetelecastona largertelevisionnetwork.

óAfterôTests

Therearethreemethodsthatarefrequentlyusedto testanadvertisementafterits formal release. Thesearerecognition

test,recalltestandsalestest. Theyaredescribedbelow.

Recognitiontests: Thesetestsarecarriedout with respectto a printedadvertisementandcommonlyreferredto asa

readershipstudy. Here,therespondentsareaskedif theyhavereada particularissueof a magazine. Theyarefurther

askedasto whattheysawandread. Generally,therespondentis showna particularpageof themagazineandthenthe

following measuresof recognitionaretaken:

1. Notedðthepercentageof readerswhohaveseentheadvertisementearlier.

2. Seen-Associatedðthe percentageof readerswho reada part of the advertisementwhich indicatesthe brandor

advertiser.

3. ReadMostðthe percentageof readerswho reada major part of the advertisement. Scoresareassignedto these

threemeasuresand overall scoresare determinedfor all the advertisementscontainedin a particular issueof the

magazine. Thesescoresarethenrelatedto theexpenditureincurredon theadvertisements. In this way,costratioscan

bedetermined.

Therecognitionmethodhascertainlimitations. Somerespondentsmayconfusespecificadvertisementswith similaror

identicaladvertisementsseenelsewhere. Respondentsmayforgethavingseenanadvertisementearlieror falselyclaim

thattheyhaveseenit.

Recalltests: In this methodrespondentsareaskedto recall specificsof the advertisement. In foreign countries,there

aresomeadvertisingagenciesthatoffer a post-testingreadershipservice.

To beginwith, copiesof testmagazinesaresentto a sampleof respondentswho areaskedto readthemin a normal

manner. Telephoneinterviewsareheld on the following day. Respondentsarereadout a list of advertisementsand

askedto identify thosetheyrememberandtheextentto which theyareableto recall. Thus,scoresareassignedto the

ability of therespondentto rememberthenameof theproduct,theunderlyingmessagecontainedin theadvertisement

andtheir favourableattituderegardingtheadvertisement.

Recall tests,no doubt, go beyondrecognitiontestsbut it is difficult to say the recall scoresindicate the desired

consumerbehaviour. Recall scoresmay be high andyet theremay not be any perceptiblechangein the consumer

behaviourwith respectto theproductin question.

Salestests: Thismethodmeasurestheeffectof anadvertisementon thesaleof theproduct.

The assumption is that changes in sales are as a result of the advertisement. However, as there are several factors 

influencing sales, one has to be extremely careful in establishing a relationship between advertising and sales. It is 

desirable to isolate the influence of other factors while determining the impact of an advertisement on the sale of the 

product. Experimental studies can be designed to study the impact of an advertisement on sale.
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Media Research

The main issues in media research are: (a) How to choose amongst media typesðtelevision, radio and newspapers? 

(b) How to decide on a specific insert within a particular type of media, say, television?

In order to decide on these two issues, it is necessary to have some data. The Advertising Research Foundation 

(ARF) suggested the following types of data for this purpose:

1.    Media vehicle distribution: The circulation number for a magazine or newspaper or the number of television or 

radio sets available to carry the advertising.

2.    Media vehicle audience: The number of people exposed to the media vehicle. This would be larger than the 

number in (1) above as more than one person reads the same newspaper/magazine or watches on the same television 

set.

3.    Advertising exposure: The number of people exposed to a specific advertisement in the media vehicle. This 

number would be less than the number in (2) above as all those who are exposed to a newspaper/magazine may not 

notice a particular advertisement.

4.    Advertising perception: The number of people who perceived the advertisement in question. This number would 

be less than that in (3) above. The people may perceive an advertisement because of several factors such as its large 

size, use of attractive colours or its positioning in the media vehicle or on account of the product involved.

5.    Advertising communication: The number of people who comprehend specific things about the advertising. This 

number would obviously be less than the number of people who perceived.

6. Salesresponse: Thenumberof peoplewhobuy theproductin questionasa resultof advertising.

MediaAudiences

Media research comprises, inter alia, the measurement of the size and break-up of individual vehicle 

audiences. We will discuss this under two headsðprint media and radio and television.

PrintMedia

Prior to thereportsof theAudit Bureauof Circulation(ABC), themeasuresregardingtheindividual vehicleaudiences

werethosewhich themediathemselvesclaimed. Suchmeasureswereratherinflatedasany individual mediavehicle

would suggestthat its circulationis far andwide. SincetheABCôsreportsarenow available,theseinflatedmeasures

haveceased. TheABC compilesits reportwhich givesthesizeof circulationof a newspaper/magazineon thebasisof

certifiedaudits.

This information while beinguseful, is not sufficient. It is difficult to estimatepreciselythe sizeof audiencefor a

particularpublication. Thedatacollectedby merelyaskingrespondentsasto whethertheyhavelookedat a particular

copy would be unreliable. This is becausesomerespondentsmay regardreadinga particularmagazineas a status

symbolandhencetheymayreportexaggeratedreadership. Likewise,readingof somemagazinesmayberegardedas

belowoneôsstatusandhencetheirreadershipmaybereportedto bemuchlessthanin reality.

Another important aspectin determiningthe audiencesize for print media is the extent of duplication between

magazines. This is becausereadershipof threeor moremagazinesamongrespondentsis quitecommon. But thedata

on readershipseldomgive theextentof duplication.

Theproblemis how to getthesizeofóunduplicatedôaudience. A detailedstudyto determinetheduplicationamonga

largenumberof magazineswouldobviouslybevery expensive,not to mentionthetime it would involve.

RadioandTelevision

There are four methods to measure the size of the audience for any radio and television programme. These 

methods are discussed briefly below.
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Coincidentalmethod: First of all, a sampleof householdshaving a telephoneis selected. This is followed by an

inquiry on telephoneasto whethera particularprogrammeon radio is beinglistenedor beingwatchedon television.

Otherinformationsuchasthenameof thesponsorandtheproductbeingadvertisedis alsocollected.

The main advantagesof this methodare that it is quick and economical. It hassomelimitations though. First, the

methodhasto beconfinedto only thosehouseholdswhich own telephones. In a countrylike India,a largenumberof

householdsdo not have telephonesand hencethey have to be excluded. Second,since the enquiry has to be

conductedwhile a particularprogrammeis in progressonly a limited numberof householdscanbecontactedin this

shortduration. Finally, it is extremelydifficult to undertakeanenquirywith respectto latenightprogrammes.

Rosterrecall: As the nameimplies, a rosteror list of programmesis usedto facilitate respondentsto recall what

programmeswere listenedto or watched. Respondentsare contactedpersonallyby interviewers. This methodhas

some major limitations. First, the responsesare dependentupon memory. Second,dependingon the statusor

popularityor otherwiseof a particularprogramme,respondentsmaygive their repliesregardlessof whethertheyhave

listenedto a programme(or seenit). Third, themethodis unableto provideinformationonacontinuingbasis. Finally,

it is not possibleto estimateduplicationin theaudienceasrespondentsareapproachedfor programmeswithin a short

time period. It is possibleto estimatethe numberof personswho watchboth programmes,falling within the same

timespanonwhichrespondentsarebeingcontacted.

Diary method: As the nameimplies, the methodusesa diary for estimatingthe numberof personslistening to or

watchingdifferent programmes. A diary, especiallydesignedfor this purpose,is issuedto respondentswho have

agreedto furnishthedesiredinformation. Eachrespondentrecordshis radiolisteningor televisionviewing,alongthe

personaldatasuchasageandsexin thisdiary.

If respondentsaccuratelyrecord their radio listening or televisionviewing, this methodwould give accurateand

completeinformation,eliminatingthe errorsthat may arisedueto memorylapseandinterviewerbias. Further,it is

cheaperthan other methodsinvolving personalinterviewing and recall. However, in practice,one may find that

respondentsarenot so careful in listing the programmeslistenedto or viewedby them. Besides,thereis a lack of

continuity in the flow of information as the diary methodis unableto provide the estimateof an audience,say,

minute-by-minute. Apart from this,somerespondentsin thepanelmaystopgiving theinformationsoughtor moveto

anotheraddress. In sucha case,howfar thepanelwill remainrepresentativeof thepopulationis amootquestion.

The audimeter: An audimeteris an electronicmachineattachedto a televisionset. As soonas the televisionset is

turnedon, the machinerecordsit on the tape. In advancedcountries,this methodis frequentlyused. The audimeter

ensuresa continuousflow of information which is not possiblein any of the earlier methods. This is its main

advantage. Anotheradvantageof this methodis that thereis completeobjectivity in the informationthuscollected.

Moreoverit is possibleto havea cumulativeestimateof theaudiencesincetheaudimetersamplewill bealmostsame

from monthto month. Themethodsuffersfrom somelimitationsaswell. First, turninga seton doesnot necessarily

meanthat theprogrammein questionis beingwatched. Second,themethodcannotindicateasto who is watchinga

programme.

SettingtheAdvertisingbudget

Wheneverany companyhasdecidedto useadvertisingasan aid to carry out its businessoperations,it mustdecide

how muchto spendon advertising. Therearea numberof methodsthatcanbeusedin settingtheadvertisingbudget.

Of these, four methodsare more commonly used. These are: affordable method, percentage-of-sales method,

competitiveparitymethod,andobjective-and-taskmethod. Thesearebriefly discussedhere.
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1. AffordableMethodAs the nameimplies,manycompaniessetthe advertisingbudgeton the basisof what they

canafford. This, of course,is a very simplemethod,no extraeffort is requiredfor decidingthe advertisingbudget.

This methodsuffers from a major weaknessas it leadsto a fluctuating advertisingbudget. In view of this, the

companymayfind it difficult to planlong-rangemarketdevelopment.

2. Percentage-of-salesMethodIn accordancewith this method,manycompaniessettheir advertisingbudgetsat a

specifiedpercentageof sales(eithercurrentor anticipated) or of thesalesprice. This methodhascertainadvantages.

First, advertisingbudgetis likely to vary with what thecompanycanafford. Second,it enablesmanagementto think

in termsof therelationshipbetweenadvertisingcost,sellingpriceandprofit perunit. Third, asseveralcompaniesin

thesamebusinessfollow thismethod,it encouragescompetitivestability.

Despitetheaforesaidadvantages,this methodhascertaindrawbacks. It usescircularreasoningin viewing salesasthe

causeof advertisingratherthanastheresult. Further,it fails to provideanylogical basisfor thechoiceof a specified

percentage. This may be basedon the practicefollowed in the past,or what the competitorsaredoing. Yet another

limitation is that it doesnot encourageadvertisingappropriationson a product-by-productandterritory-by-territory

basis. This is becausehereall allocationsaremadeat thesamepercentageof sales.

3. Competitive-Parity Method Somecompaniesfollow this methodwhich implies that they set their advertising

budgetsspecificallyto matchcompetitorsôoutlays. This enablesthemto maintaincompetitiveparity. Two arguments

areadvancedin favour of this method. First is thatcompetitorsôexpendituresrepresentthe collectivewisdomof the

industry. Secondis that maintaininga competitiveparty helps to preventadvertisingwars. But as no conclusive

evidenceis available,boththeseadvantagesdo not seemto bevalid. Further,on thesamelack of evidence,it cannot

besaidthatthismethodhelpsindustryin stabilisingadvertisingexpenditures.

4. Objective-and-TaskMethodThis methodenablesthecompanyto decideon threethings,namely,(1) whatarethe

objectivesof advertising?(2) In order to meetthoseobjectives,what tasksareto be performed?(3) Estimatingthe

costof eachtasklistedin (2) above. Thetotalof thesecostsis theproposedadvertisingbudget.

(c) International Marketing Research

ñMarketingabroadis no longer simply a matter of skimming the creamfrom the top of rich markets. Today,

successfulmarketing abroadrequires thorough market investigationand effective salesfollow-through. Market

investigationmeansmarketresearch; determiningmarketpossibilities,evaluatingcompetitiveconditions,directing

local customs,tastesand preferences. On the basisof this research,marketingand salesplans and advertising

programmesareshaped,productsandcorporateimagessucceedor fail.ò

Why is internationalMarketingresearchnecessary?

1.    In order to identify which markets should be selected, marketing research will be very helpful in determining the 

market size, market potential, accessibility and competitive factors.

2.    Marketing research will enable the identification of suitable products and the prospects of its acceptability.

3. In foreignmarkets,packagingneedsto beappropriateto build thedemandfor theproduct. Researchwill enable

to takeright packagingdecisions.

4.    Research can even check the firm in making an inappropriate market entry. After proper analysis of business 

environment, research can guide the firm whether it should export its product by using agents or distributors, go for a 

joint ventures or open subsidiary units.
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5.    In pricing of the product, research can be quite helpful as it requires considerable amount of data collection and 

analysis.

6.    Another issue that is important in international marketing is the positioning of the product. For this, research has 

to analyse socio-economic factors. In case the product has been wrongly positioned, it is unlikely to succeed.

7.    In order to ensure that the product continues to have a favourable market, research has to be watchful in taking 

cognizance to changing business environment. It may even suggest promotional campaigns as and when necessary 

to push up the demand for the product.

What is Different about international Marketing research?

National Differences

Within this group, severalaspectsare covered. Theseare differencesin culture, race,climate, economy,religion,

history, consumptionpattern,marketing,condition. All thesefactors are relevantwhen a firm decidesto enter a

foreign country for business. Someof thesearemore importantthanothers,for example,culture influenceswidely

patternsof behaviourwithin a largegroupof people. This alsoinfluencesbuyingbehaviourof people. No doubt,the

impactof thesefactorswould vary from countryto country. In view of this, whena firm haschosena certaincountry

for its business,it shouldbefully awareof thosefactorsthathavemajorinfluenceon thepopulation.

Comparabilityof researchQuality researchmustgive suchresultsthatcannotbequestioned. In otherwords,anyone

who goesthroughthe researchreport, feels that the studyhasbeencarriedout objectively. In caseof multicountry

researchstudies,this aspectbecomesall the more important. In such studies,the researchersshould ensurethe

comparabilityof responsesthat are obtainedwith similar instrumentsof measurement. This, no doubt, is quite

challengingwhichcanbetakencareof by anexperiencedandskilledresearcher.

International Marketing Research (I.M.R.)

1. Single-CountryResearch: At times the researcheris interestedin formulatingand implementingof marketing

strategiesin a foreign country market. This is undertakenwhen one finds that there is good scopeof exporting

productsfrom thehomecountry.

2. MulticountryResearch: Multicountryresearchcantakethreedifferentformsasdiscussedbelow.

(a) IndependentMulticountry Research: This is the most commonform of I.M.R. Such studiesare normally

conductedby subsidiariesor branchesof MNCs independentlyon the sameproductin a numberof countries. This

approachhastwo limitations. First, thereis duplicationof effort suchaspreparationof questionnaires,etc. Second,

suchstudiesareconductedatdifferenttimeperiods. Theyarenotdonesimultaneouslyin a numberof countries.

(b) SequentialMulticountry Research: As the nameimplies, multicountry researchis conductedin a sequential

manner. First, oneor two countriesaretakenup for study. On thebasisof experiencegainedin thesecountries,other

countriesare subsequentlyinvolved in the researchprogramme. This approachseemsto be quite beneficialas the

problemsencounteredin conductingresearchin thefirst oneor two countries,canbeavoidedin subsequentcountries.

Another merit of this approachis that due to experiencegained, the researchercan apply better focus on the

subsequentcountries. Yet, anothermerit is thatcostsof conductingtheresearcharespreadovera longertime period.

It is advisableto havea well-preparedoverall researchplanright at thebeginningsothatresearchstudieson different

countriesfollow thesameprocedureand,asa result,spuriousinternationaldifferencescanbeavoided.
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(c) SimultaneousMulticountry Research: Here,asthenamesuggestsresearchis undertakenin severalcountriesat the

sametime. This approachis consideredtheñpurestòform of internationalmarketingresearch. This form of researchis

complicatedandinvolvesuniqueproblemssincethe situationin eachcountrycanvary significantly. Obviously,this

approachoffers greatchallengeto the researcherwho shouldbe intelligent and dynamicin quickly understanding

variedproblems.

Problemsin internationalMarketingresearch

First, marketingresearchermay haveto analyseseveralnationalmarketsinsteadof a singlenationalmarket,if the

companywants to be well informed. Sinceeachof the nationalmarketshasuniquecharacteristics,the marketing

researcherhasto bring themout distinctly in his analysis. As small marketsmay havelow profit potential,it maybe

advisableto undertakemarketingresearchon a modestscalein respectof suchmarkets. The marketingresearcher

mayhaveto usesuchresearchtechniqueswhicharesuitablein view of modestprofit potential.

Second,theproblemof reliability of secondarydataavailablein theconcernedcountry/countriesbecomesextremely

relevant. At timesit is felt thatthestatisticsavailablein developingcountriesarenot realisticandtheyaremanipulated

in orderto showarosyor gloomypictureonaccountof political andotherconsiderations.

Third, if researchinvolvesthecollectionof primarydatathrougha surveyin a foreigncountry,theexportmarketing

researchermay sometimesfind it difficult to collect such data. This may be on accountof the reluctanceof

respondentsto give the requiredinformation to foreignerswho are strangers. This problemis further accentuated

especiallyin rural areaswhich accountfor a sizeableproportionof total populationandwherethelevel of educationis

very low.

Fourth, when a survey is to cover two or more countries, differencesin economic and social environment,

demographicaspects,physicaldistributionfacilities,legalconstraintsetc., wouldaffectthecomparabilityof data.

Fifth, the availability of mediamay alsoaffect the comparabilityof datafor two or morecountries. In most of the

developingcountries,for instance,telephonicinterviewing would be quite inappropriateas a large proportion of

householdsdo not own telephones. Further,as a vast majority of householdsdo not own TV setsin developing

countries,the effect of TV advertisingmay not be comparablewith that in advancedcountrieswhereTV setsare

ownedby a goodmajorityof households.

Finally, religious and cultural customsvary from country to country. Thesemay pose obstaclesto marketing

researchersparticularlywhentheyundertakefield surveys. For example,in theMiddle East,interviewinghousewives

mayposea problemon accountof thepurdahsystem. In view of thesespecialdifficulties in internationalmarketing

research,onehasto beextremelycarefulin conductingsucha study,particularly,if it is to bebasedona field survey.

Scopeof exportMarketingResearch

Thescopeof anygivenexportmarketingresearchwill dependon thefollowing considerations:

(i) theobjectiveof theproposedresearch;

(ii)    the nature of the product, its market and marketing arrangements, and the availability of relevant 

data about them;

(iii) theavailabilityof financialresourcesandtime; and

(iv) thecompetence,experienceandtrainingof themarketingresearcher.
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Useof secondarydata(or Deskresearch)

Export marketingresearchcanbeundertakenon the basisof eithersecondarydataor primarydataor a combination

of both typesof data. In the literatureon exportmarketingresearch,the termódeskresearchôis usedto indicatethe

collection and analysisof secondarydata. Through proper desk research,it is possibleto conducta preliminary

screening. This will enablethemarketingresearcherto identify thoseexportmarketswhich arepotentiallyattractive.

This preliminary screeningshould be reasonablycomprehensiveso that one may not overlook more prospective

exportmarkets. Oneshouldnot only know the mostpromisingoverseasmarketsbut shouldalsoknow why certain

marketsdo not need any further investigation. Internationalagenciessuch as the United Nations, International

MonetaryFund,the OECD providedataon suchitemsaspopulation,education,nationalandper capitaincomeand

positionwith regardto foreign exchange. In particular,theOECDôsWorld TradeStatisticsandthe UnitedNationôs

InternationalTradeStatisticsareusefulsourcesof secondarydata. In addition,nationalgovernmentpublicationsare

availableon import regulations,customsdutiesandrelatedlegislationaffectingmarketing. Many countriesbring out

yearbooksor statisticalabstractsthatareimmenselyusefulto anexporter.

Sourcesof SecondaryDatain India

A majorsourceof themostauthenticdataon foreigntradeis theGovernmentofIndiaôspublicationentitledMonthly

StatisticsrelatedtoIndiaôsForeignTrade. Thesestatisticsarepublishedin separatevolumesfor exportandimport

trade. The statisticscontainedin this publicationarequite comprehensive. A potentialexportercanknow from this

sourceandnatureandextentof exportsto differentcountries,therateof changein exports,etc.

Anothersourceof informationon variousaspectsof exportmarketingis availablein theresearchstudiesdoneby the

IndianInstituteof ForeignTrade,IndiaTradePromotionOrganisationandExportPromotionCouncils.

At times, the financial dailies such as The EconomicTimes bring out special features,eachtime devotedto a

particularcountry,for differentcountries. Theycontainusefulandmostrecentinformation.

Like export statistics, import statistics of the selected importing countries are important. Such statistics may be 

available in foreign embassies or consulates in India and chambers of commerce. Besides, Indian embassies abroad 

may furnish some broad information to a potential exporter on request Secondary data are becoming more plentiful in 

quantity. In addition, their quality has improved over the years. Studies based on secondary data are obviously much 

cheaper. The marketing researcher should, therefore, explore fully the availability of secondary data. However, before 

using such data, he must ensure their reliability and suitability for the proposed research by evaluating such data.

Collectionof PrimaryData(field survey)

Sometimesthe informationrequiredby anexportingfirm is just not available. In sucha case,thearketingresearcher

hasto be extremelyvigilant in organisingit. In order to conducta field surveyin a foreign country, the marketing

researcherhasto follow thesamestepsthatareinvolvedin a domesticsurvey.

When marketingresearchis to be undertakenin a country where English languageis not commonly used,it is

necessaryto get the questionnairetranslatedin that foreign language. Propertranslationof the questionnaireis very

necessary. Again, for conductingthe interviews,properlyqualified interviewershaveto be recruitedon an ad-hoc

basisfor that surveyonly. It is advisableto hire the servicesof a professionalmarketingresearchagencyin the

countryconcerned. This will beextremelyhelpful to thefirm asit will haveto faceseveraldifficulties in conducting

thefield surveyin a foreignland. However,it will indeedbequiteexpensiveto avail
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theservicesof a professionalmarketingresearchagency. Only largefirms which arekeento exporttheir productsin

overseasmarketscanafford to do so. Evenwhena companyis ableto afford largeexpenditureon marketingresearch

after it hasbeenconvincedthat it will payoff, it maynot beableto do soon accountof restrictionson thereleaseof

that muchof foreign exchange. However,in view of liberalisationpolicy of the governmentandincreasein Indiaôs

foreignexchangeresources,thegovernmentmayreleasethe foreignexchangeasneeded. A field surveyin a foreign

countrycanbeof two types,viz., product-orientedsurveyandmarketorientedsurvey.

Product-orientedSurvey

A firm which is exploring the possibilitiesof selling its productor productsin foreign marketsmay undertakea

product-orientedsurvey. Keepingin mind its own product,it will try to identify thosecountrieswherethis productis

consumed,the extent and patternof its consumption,price at which it is available in the overseasmarket, the

countriescurrentlyexportingit andthemagnitudeof competition. It hasto bea comprehensivesurvey.

Market-orientedSurvey

In a market-orientedsurvey,a firm may like to know which productor productscanbe sold in a particularmarket.

Here, the firm has alreadyidentified one or more countrieswhere it would like to export. It will be primarily

interestedin identifying the productsthat arecurrentlyimportedin that marketandthe possibility of marketingany

newproductthere. Sucha surveymaybeextremelyusefulto anexportorganisationor a newunit which is interested

in enteringtheexporttrade.

Major sources of error in international surveys Definitional Error

Such an error ariseson accountof lack of conceptual,definitional, temporaland market structureequivalence.

Conceptualdifferencesmay arise,for example,in respectof certainfood productswhich are either not known in

somecountriesor are useddifferently. Definitional equivalenceis an offshoot of the conceptualproblem. Further,

temporalequivalencemaybeaffectedif thesurveysarenotconductedsimultaneouslyin theconcernedcountries. The

comparabilityof datamaybevitiatedon accountof seasonalfactorsin somecountrieswhile theyarenon-existentin

others.

InstrumentError

An instrumenterror may ariseon accountof problemsof linguistic equivalence,contextualequivalence,instrument

equivalence and responsestyle equivalence. Linguistic equivalence may get distorted while translating a

questionnaireinto anotherlanguage. A contextualequivalencemay get distorted,for example,in the Middle East

wheretherespondentsmayresentthevisit of the interviewerto their homeson thegroundthat it is an intrusioninto

their privacy. As such,they may be reluctantto give the desiredinformation. As regardsinstrumentequivalence,it

maybedifficult to establish. But onemaysaythata telephonesurvey,for example,maynot yield representativedata

for all countries. Finally, responsestyle equivalencedealswith the style of peoplerespondingto the interviewer.

Respondentsin somecountriesmay be quite willing and cooperativewhile in othersthey may be reluctantand

reserved. Betweenthesetwo extremes,theremaybeseveralvariationsdependingon theextentof cooperation.

FrameError

This type of error ariseson accountof the varying samplingframesusedfor different countries. Somesampling

frames,on thebasisof whichasampleis drawn,maybedefectivein thesensethattheyaccount
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for a relatively small proportionof the population. Further,the definitionsof dwelling units andhouseholdsmay be

differentin differentsamplingframes.

SelectionError

This type of error arisesin the processof selectingrespondentsin two or morecountries. For example,if a studyis

undertakento compareconsumptionbehaviourin respectof say,breakfastcereal,in two countriesA andB, it may

happenthat respondentsin countryA maybecomparablewith thosein countryB, excepttheir age. CountryA may

haveproportionatelymoreyoungrespondentsthanin countryB. This mayhaveanimpacton theconsumerbehaviour

in thetwo countries. As aresult,theirconsumerprofilesarenotstrictly comparable.

Non-responseError

On accountof thevariationin responsein two or morecountries,thenon-responseerrorwill arise. To a largeextent,

themagnitudeof responsewill vary on accountof educationalandculturaldifferencesin thecountriescoveredin the

survey.

SamplingError

This type of error is the only one which is free from cultural differencesin different countries. On the basisof

statisticalprinciples,thesamplingerrorcanbecomputed. Further,oneshouldnotethat it is extremelydifficult thata

surveywill be completelyfree from any error. Even in a domesticsurvey,it is rare that all errorsare completely

eliminated. In a multinationalsurvey,errorsareboundto arise. All thesame,the marketingresearchershouldtry to

minimisethevaryingtypesof errorssothatthecomparabilityof datacanbemaintained.
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