CHAPTER

Consumer Research

LEARNING OBJECTIVES

e To become familiar with the discipline of consumer research.

¢ To understand the need for gathering information about consumers.

e [o probe sources of consumer infermation as well as their types and features.

o To gain insight into the advantages and limitations of observation versus self-
report data collection methods.

e [o recognize the ethical ramitications inherent in conducting consumer

research.
e To explore the role of motivation research.
e [o comprehend the nature of database marketing and data mining.

KEY TERMS

consumer research Thematic Apperception Test [TAT)
secondary data cartoon

primary data verbal projective

focus groups free word associations
experiments controlled word associations
test markets chein word associations
consumer panels sentence completions

database marketing picture-sorting techniques

data mining shopping list technique
motivation research Zaltman Metaphor Elicitation Technique

orojective techniques (ZMET)
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In 2007, Caterpillar, which is known for its earth-moving equipment, under-
took a database marketing project to enhance its truck-engine market share.
Caterpillar builds and sells to truck manufacturers $2 billion worth of large-
truck engines per year. These manufacturers, who are basically assemblers,
purchase their truck engines from various truck-engine makers such as Cater-
pillar.

The objective that Caterpillar had hoped to accomplish with this project
was to determine its potential universe for truck-engine sales. Such information
can help the company properly direct sales efforts, allocate promotional out-
lays, and strategically plan its future production operations.

From the company’s internal databases, along with external motor-carrier
and trade data, Caterpillar was able to construct a file of 110,000 customers,
consisting of 8,000 mid-range fleets and 34,000 heavy-duty fleets. By injecting
into this information other data Caterpillar assembled on NAICS code, truck-
owner locations, engine models, number of trucks, and trucking category, the
company,was able to,predict which non-customers were most likely to buy.As
a result, customers and prospects were grouped into 83 Heavy-Duty Groups
and 34 Mid-Range Groups; each group was then assigned a score representing
its importance.

This analysis allowed Caterpillar to determine which were the high-value
customers and prospects. It thus became possible to determine which groups
of customers or prospects should be targeted by the sales force. It also allowed
the company to develop sets of different promotional messages specifically
designed to appeal to the needs of each market segment.’

As marketers become better at individualizing their relationships with cus-
tomers, they may be re-creating the personal touch of yesteryear when shop-
keepers knew the clients well and paid utmost attention to their specific
needs.

Many companies today bave come to realize that mass-marketing is
no longer a viable strategy.As a consequence, firms increasingly de-
velop a profile of consumers who constitute the best prospect: for
specific goods and services. Learn more about database marketing
by visiting www.dbmarketing.com/articles/Art164.htm. Also viiit a
company involved in data mining at www.kdnuggets.com/companies/
products.html Are the benefits of baving this information worth the
cost and effort required to obtain it? Why or why not? How do you
Jeel about the privacy issues associated with database marketiag?

Database marketing allows marketers to accomplish precision targeting—a ne-
cessity for success in today’s highly segmented marketplace. In an incieasingly
competitive environment, consumer research—when properly conceived, con-
ducted,and interpreted—is a very valuable input for designing, execuing, and
overseeing a firm’s marketing plan.

This chapter touches on a number of issues that attempt to claify who
the consumer is, what needs and wants he or she may have, and why con-
sumers purchase products and services. Today's marketing manager: cannot
function without information. Managerial decisions on issues ranging from
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product design to advertising appeals depend on the availability and quality of
information about the single most important player in the marketplace—the
consumer.

What Is Consumer Research?

Consumer research consists of the diverse and systematic methods that mar-
keters employ to investigate the internal, environmental, and social factors that
affect consumer decisions and exchange processes. Important areas of con-
sumer research include perception, learning, memory, attitudes, motivations,
lifestyles, and influence patterns as well as frequency of product use, where
products are purchased, and consumers’ media habits.

The goal of consumer research is to understand the processes of select-
ing, purchasing, using, and disposing of goods and services. Studies about the
ways consumers satisfy their needs and wants and the role models on which
they pattern their behavior can enrich marketers’ understanding of how shop-
pers arrive at purchase choices and why they make the selections they do.
With these insights, marketers find themselves in a better position to predict
consumers’ reactions to product attributes and brand images, selling prices
and price incentives, methods of distribution, and promotional efforts.

The list of potential applications for consumer research is endless. One ob-
jective is to segment the market for products and services and to profile those
consumers who constitute the target market.A second objective is to identify
consumers’ beliefs, attitudes, intentions, and behavior with respect to a brand.
A third goal of consumer research is to ascertain what adds perceived value to
goods as well as to discern what builds brand loyalty among consumers. In
brief, through consumer research, marketers attempt to design products with
desirable features, position them properly in the marketplace, price them sen-
sibly, distribute them effectively,and promote them to those most likely to buy.
The ad in Figure 2.1 from Hoovers highlights the advanced research services
the firm provides to its clients, which include conducting competitive analy-
ses, building targeted customer lists, as well as performing risk assessments.

Information about the Consumer

In today’s competitive environment, some of the most important questions
that marketers must answer are who are their company’s customers; what are
their characteristics; how geographically dispersed are they; and why, where,
and when they purchase the firm'’s products. Such knowledge is essential be-
fore any marketing activities can be undertaken. In this section, we cover sev-
eral types of consumer information that can be beneficial to marketers.

THE PURCHASE SITUATION

Among the things marketers need to understand about consumers is where
they purchase a product, how often they buy it, how they pay for it, and the
way they choose between alternative brands.

CHAPTER 2

consumer researCh
systematic methods used
by marketers to study

consumer decisions and

exchange processes

Consumer Research | NN



BT oA

Figure 2.1

This Heoversrad promotes
the companys advanced
research services, capable
of providing savvy
research profiles on
companies, industries, and
people that Hoovers offers
to enterprises, small
business subscribers and

executive accounts.

Regarding the issue of store choice, conventional wisdom has it that per-
ception of a product’s image is closely related to that of the store from which
it is purchased. Designer brands of clothing and high-quality perfumes are usu-
ally sold in prestigious retail outlets for this reason. Similarly, the issue of how
often consumers purchase a product has ramifications for manufacturers’ pro-
duction scheduling, inventory systems, and distribution policies. Likewise, the
way consumers pay for a product is important in determining whether financ-
ing arrangements and credit policies are needed to facilitate purchase. Moni-
toring customers’ brand choices enables a marketer to calculate the firm'’s
market share and identify possible brand strengths that can be used to enhance
the brand’s market position.

Information about buyers’ characteristics and background is also valuable. As
marketers, we need to learn about buyers’ demographic characteristics—age,
income, gender, marital status, family size, and education—all of which can help
us determine what to market, to whom, where, and at what price.

Another important type of useful information is the psychograpbhic profile
of consumers, which relates to their activities, interests, and opinions and re-
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flects their lifestyle in general. For example, knowing consumers’ media habits
helps marketers decide where to reach them through advertising.

PRODUCT USE

Knowing how buyers use a product is also beneficial to a company and pro-
vides a basis for making decisions such as how to improve product design and
which appeals should be stressed in advertising. For example, when Campbell
Soup Company learned that most often consumers use its mushroom soup as
an ingredient in casseroles, the firm switched its promotional strategy for this
product from ads that suggested soup for lunch to publishing casserole recipes.

CUSTOMER LOYALTY

Brand loyalty, or the extent to which a consumer purchases the same brand in-
stead of other brands in the same product category, is an important tendency
to monitor. This importance stems from the impact of brand loyalty on the
firm’s promotional strategies. In cases of companies that have high brand loy-
alty, special deals or promotions by other competing brands will not succeed
in luring away a brand’s present customers. Conversely, brands with low levels
of consumer loyalty can be vulnerable as promotions from competing firms
can easily tempt these individuals.

MARKET SEGMENTS

No single product can appeal equally well to every consumer in the market-
place. Marketers recognize the heterogeneity of markets and, for this reason,
divide the total market for a product or service into smaller, more homoge-
nous segments. Each segment consists of a subgroup of buyers based on cer-
tain charzcteristics or behaviors that are relevant to the product or service
offered. Marketers then design their product, pricing, distribution, and promo-
tional strategies to cater to the needs and wants of each segment they target.
This practice, known as market segmentation, cannot be accomplished with-
out information on the diversity of the marketplace and on the various sub-
groups it encompasses.

CUSTOMER SATISFACTION

Intense competition in today’s marketplace has prompted many companies to
adopt inmovative practices such as total quality management (TQM) and cus-
tomer satsfaction assessment techniques to gain a competitive edge. TQM in-
volves adusting the firm’s products to ensure customer satisfaction. Both
Rolls-Royce and General Motors try to establish what quality level their target
market expects and then attempt to market cars that continually surpass expec-
tations. Customer satisfaction surveys attempt to measure how satisfied or dis-
satisfied customers are with a company’s product, service, or image.The firm
then uses the satisfaction data to improve, adapt, or create a new product or
service or adjust an existing one.
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The six categories of informational needs cited earlier exemplify the vari-
ous types of data that marketers need in order to make sound business deci-
sions. Other types of helpful information relate to consumers’ attitudes,
opinions, awareness, knowledge, intentions, and motivations.

Needless to say, consumer researchers have to tap a variety of sources to
collect such information. In the next sections, we briefly cover secondary
and primary sources of information and demonstrate how these sources can
help marketers in their pursuit of effective means to promote their goods
and services.

Sources of Information

SECONDARY DATA

+ Secondary data are information or statistics rnot gathered for:the imiediate

study at hand, but gathered previously by someone else for some other pur-
pose. For example, company records, books, government documents, periodi-
cals, and computerized databases are some forms of secondary data. The most
significant advantages of secondary data are the time and expense they save re-
searchers.A researcher investigating a consumption pattern such as the extent
of credit card use should focus first on secondary data before embarking on
conducting a consumer survey. The sought information may be available from
commercial sources, saving the researcher considerable effort. Not only are
secondary data useful as a means of conducting a preliminary assessment of
the issue under study, but also they are sometimes the only way to get data
where the company lacks the resources necessary to conduct a field survey.

Secondary data can be obtained from three types of sources: libraries, non-
library sources, and the Internet. The first source—which includes books, pe-
riodicals, government documents, and computerized databases—can be
accessed in different ways. Books are located through the library’s electronic
card catalog. Periodicals are accessed through various online indices and ab-
stracting services. Government documents are accessed through specialized in-
dices. Computerized databases and other sources of information such as annual
reports can be found in business libraries and by browsing the Internet.”

Nonlibrary sources, such as company files, trade associations, government
sources, media, and local establishments like chambers of commerce and bet-
ter business bureaus, can also provide a wealth of information on a multitude
of topics.

Today, the Internet has become a valuable tool for acquiring secondary
data. It provides instant access to information and statistics about industries
and companies. In addition, it connects researchers to newsgroups, where they
can post queries and receive answers.

Despite the advantages of secondary data, two main limitations—fit and
accuracy—face the researcher who attempts to use this type of data. Concern-
ing fit, because the data were originally collected for purposes other than the
project at hand, rarely do the data precisely suit the specific problem the re-

“ PART 1 Groundwork of the Text



searcher has defined. The difficulty may lie in the currency of the secondary
data or in the units of measurement the researcher employed to report the
data. Accuracy, on the other hand, depends on the expertise of the supplying
organization in collecting the data or its motives for doing so. Some research,
for example, is conducted to support a debatable view or to carry on some
sort of propaganda campaign for an entity or cause. In addition to these two
limitations, users of secondary data should also be concerned with the com-
pleteness and timeliness of the secondary sources they use.

PRIMARY DATA

Primary data are originated by the researcher for the purpose of the investi-
gation at hand. For example, if a hospital were to contact a sample of recent pa-
tients and ask their opinion about the quality of care they received, this would
entail collecting primary data. Unlike secondary data, where the needed infor-
mation may require a few hours to gather, data for a survey may take months
to acquire and cost tens of thousands of dollars to obtain. This process may re-
quire the researcher to design a data-collection instrument, devise a sampling
plan, hire and train a field staff to gather the data, and process and analyze the
data.

There are two main methods by which primary data can be collected. The
first is observation of events or occurrences. Information gathered through
this procedure is called observational data.The second method involves ask-
ing people questions. Information acquired through this method is called self-
report data. This section covers six methods of gathering primary data:
observation of consumers, consumer surveys, focus groups, experiments, test
markets, and consumer panels.

Observation of Consumers
Data can be gathered by observing people, objects, or events. Observation can
be made by human observers, where one or more individuals are trained to ob-
serve a phenomenon and record what they see. For example, Mattel Toy Com-
pany often invites children to play in a room containing various toys, and
observers record which toys children play with most. Similarly, observers some-
times pose as shoppers and visit stores, car dealerships, or restaurants and
record data about the service they receive. Observation also can be made by
mechanical methods. For example, Kmart has installed a radarlike system that
tracks customer traffic in its stores to identify crowded departments. Customer
service can then be improved by directing more sales help to these depart-
ments as well as opening more checkout lanes.? Similarly, A.C. Nielsen Com-
pany connects “People Meters” to the television sets in participating
households.The people meter’s function is to provide information on what TV
shows are being watched, the number of households viewing, and which fam-
ily members are watching.

Observations can be made in a number of ways.They can be disguised or
undisguised. In the first case, subjects do not know they are being observed. For
example, Motel 6 uses its own representatives, who pose as soap sales-people
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staying in the motel, to ask guests what they think of the facili-
ties." In undisguised observation, the subjects know they are
being watched. In the case of A.C. Nielsen’s TV show ratings,
for example, participants are aware that their viewing habits are
being monitored. As a result, they may behave differently—a
tendency that may produce less-accurate measurements of the
phenomenon under study.

Observations can be obtained in either natural or con-
trived settings. Information about food-brand purchases, for
example, can be obtained in a natural setting such as a super-
market that uses a system of “preferred-customer cards.”
When customer ID cards and the items shoppers purchase are
scanned at the checkout counter, the products and brands pur-
chased are linked to the buyer’s household and electronically
recorded.’ In contrived settings, on the other hand, consumers
may be brought into a eontrolled environment to test a spe-
cific variable. In advertising research, for example, people are
brought to a lab and shown different ads projected at different
speeds or lighting conditions. Researchers then monitor the
respondents’ physiological response to the ads by measuring such things as
their eye pupil dilation or galvanic skin response (perspiration in the palm
of the hand).

Observation is useful to learn about overt consumer actions; however, it
does not permit researchers to obtain other relevant information about con-
sumers such as their emotions, mental processes, and background data.This is
where the need arises for consumer surveys.

2009 'qukey Business Images, Shutterstock, Ine.

Consumer Surveys

Whereas observation is often best suited for exploratory research, surveys are
best suited for descriptive research. Surveys are particularly useful for con-
sumer research because they permit gathering plentiful data by means of a
questionnaire. A structured questionnaire with prespecified questions allows
researchers to decide on the type of information to seek, how it should be
gathered, and from whom. Use of questionnaires also means that respondents
are asked the same question in the same way and in the same sequence, which
facilitates tabulating and analyzing the data collected.

Through surveys, broad coverage of the population is possible. The rela-
tively low cost of surveys allows researchers to acquire data from many re-
spondents. Cooperation is also enhanced when researchers place minimal
demands on respondents who participate in the survey.®

Surveys typically take one of five forms: personal surveys, intercept sur-
veys, telephone surveys, mail surveys, and online surveys. In personal surveys,
face-to-face interviews are conducted at respondents’ homes or offices. This
method allows control over who actually answers the questions and gives the
interviewer a chance to explain questions or probe respondents’ answers more
deeply. However, because interviewers must travel to respondents’ locations,
this method is relatively costly.
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Intercept surveys are also face-to-face interviews. However, they are con-
ducted with people intercepted at some public location, such as a shopping
mall. Intercept surveys are less costly than personal surveys because travel
costs are virtually eliminated. Malls provide easy access to a general popula-
tion that is appropriate for many types of consumer research.

Telephone surveys involve calling respondents and briefly interviewing
them over the phone.This method is widely used in consumer research. It of-
fers much wider population coverage than intercept interviews. Phone sur-
veys can be conducted quickly and inexpensively.

In mail surveys, respondents complete and return self-administered ques-
tionnaires that have been sent to them. Compared to the other data-gathering
methods (except maybe online surveys), mail surveys are the least expensive
type because they require no interviewing staff. However, mail surveys carry
the limitations of lacking control over who responds, time delays in getting
replies back, and a low response rate.

Online surveys are conducted with visitors to an Internet site. Sometimes,
these surveys are part of the registration process to gain access to the site. On-
line surveys use questionnaires similar to those employed for intercept sur-
veys. They are usually brief and simple to respond to.A frequently encountered
problem, however, is a low response rate, which reduces their usefulness, be-
cause respondents represent only a small share of the population.

Focus Groups

A focus group usually consists of 8 to 12 people drawn from the population
relevant to the issue under investigation. Unlike surveys, focus groups do not
use structured questionnaires. The moderator of a focus group starts only with
an explanation of the topic to be covered and merely facilitates the respon-
dents’ flow of thought regarding the topic. Sessions usually last somewhere be-
tween 90 minutes to 2 hours.

The strength of the focus group method lies in its ability to acquire numer-
ous and diverse views from respondents. It allows for spontaneity, and ideas may
simply drop out of the blue during a focus group session. Furthermore, the group
setting allows for idea generation and snowballing. A comment from one partic-
ipant can trigger a chain of responses from the other members present.”

Focus groups are currently one of the most frequently used techniques in
consumer research. They can be used to learn how consumers use a product
or what a product means to them. Focus groups conducted by Nabisco, for ex-
ample, revealed that many adults view Oreos as a cherished memory of child-
hood and perceive the cookie to be almost magical in its ability to make them
feel good. This revelation led Nabisco to design its successful “unlocking the
magic of Oreo” advertising campaign.

Similarly, focus groups can be used to find out consumer views about a
product or brand as well as consumers’ expectations of that product or brand.
Ray-O-Vac found through a series of focus groups that consumers wanted
brighter, more modern, and more dependable flashlights, and that they were
willing to pay for the added durability. These insights led the company to de-
velop its line of Workhorse flashlights, which regenerated a mature market.”
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Grab Those Vodka Bottles Before They’re Gone

People in different nations vary in their reaction to con-
sumer research, particularly when they are approached
by an outsider whom they do not know. International re-
searchers must contend with a wide range of cultural di-
versity, which can be observed in the marked differences
in language, religion, culture, values, and traditions.
Differences between countries can influence the type
of research design that is deemed appropriate for the
foreign market. For example, in vast countries like China
and India, the distances between markets render a
large-scale study difficult and costly. Methods of collect-,
ing data must also be adjusted to suit the infrastructure
of the specific nation. In many developing countries, tele-
phone ownership rates are low, requiring interviewers to
travel long distances to contact respondents. Mail sur-
veys in such countries may also be hindered by unreli-
able postal delivery. Customs and traditions also play an
important role in the acquisition of the needed data. In
Asian and Latin American countries, due to the traditions
of courtesy and respect, respondents are likely to give
high approval ratings for products or services being
tested, even though their evaluations do not realistically
reflect their true feelings. In Russia, responses to a survey

can be colored by product shortages sometimes experi-
enced by consumers in the marketplace. In one study,
when a Russian respondent was asked to state her
choice of which of several brands of vodka she would
select, her answer was that she would buy all of them,
because they will not be in the stores the next day.
language and translation can also play a significant
role in wording the research instrument. Accurate trans-
lation equivalence of expressions, slogans, and brand
names is important, first, to ensure that the respondents

.understand the questions, and second, to, ascertain that

the researcher understands the responses.”

Culture permeates every aspect of buying and
product consumption, as well as people’s reac-
tions to selling techniques, promotions, and re-
search. Learn more about a specific culture, such
as Japan. Visit www.jinjapan.org/today/culture,
html. Assume that you were asked to conduct a
product feasibility study there. What might you try
to avoid in your communication or research tech-
niques applied there?

experiments
investigations that
manipulate one or more
casual variables to
measure the etfect on
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variables
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Recently, in order to offer clients a less expensive and quicker way to do
consumer research, some consumer research firms have begun to conduct
focus groups over the Internet.'” Although capable of providing a speedy and
low-cost means of acquiring data online, this technique is not without flaws.
Critics of the approach contend that online chat sessions lack several critical
components of genuine focus group research, such as authentic group dynam-
ics and the inability to observe nonverbal or facial input of participants.'!

Experiments

Experiments are research investigations where researchers actively manipu-
late one or more experimental or causal variables, then measure the effect of
this manipulation on one or more dependent variables.'* For example,
Smucker’s created several jelly formulations by varying the levels of sweetness,
consistency, and fruit-flavor intensity. Smucker’s then recruited homemakers
to serve the jelly to their families for a couple weeks. Reaction of the home-
makers and members of their households were obtained on dimensions such
as appearance, spreadability, and how well their kids liked the product. In
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this case, the researchers actively manipu-
lated the experimental variables of sweet-
ness, consistency, and fruit-flavor intensity of
the jelly and then measured the effect of
these manipulations on the dependent vari-
ables—homemakers’ and kids’ reactions to
the jelly formulations.

Experiments are often used when re-
searchers desire to control the effects of ex-
traneous variables and, in so doing, to isolate
the effect of manipulated variables. In this
manner, researchers can verify whether or
not these variables do in reality affect the
dependent variable.

Two types of experiments are used in consumer research—the laboratory
experiment and the field experiment. In a lab experiment, researchers observe
respondents’ reactions to manipulated product variable(s) in a laboratory-like
setting. For example, a company wanted to know whether consumers would
purchase shopping goods (such as gift items, clothing, or accessories) from a
vending machine. Such machines, the firm thought, would be desirable in air-
ports and bus or train stations. In a lab experiment, the company placed a
variety of shopping goods in vending machines at a research facility, gave 30
subjects $100 each, and asked them to spend it on goods from the machines.
The goal was to determine which items would pique interest and thus qualify
for inclusion in the final list of product offerings. If the same research were to
be conducted in the field, however, the researchers would have had to place
the vending machines in airports and bus or train stations to produce con-
sumer responses that are more authentic than those generated in the lab.

2009, Jupiterimages, Inc.

Test Markets

In an effort to predict the sales or profit consequences of a new or improved
product, a company may actually market it in a small number of carefully se-
lected medium-size cities so its actual market performance can be gauged. Test
markets provide an acid test of the level of customer acceptance a product
will achieve before the firm invests in a full-scale market introduction.

Test marketing is not restricted to predicting the sales potential of new or
improved products. It provides an effective method of evaluating practically all
aspects of a company’s marketing program. Companies use it to test such
things as the impact of change in retail price on a product’s market share; the
effect of different promotions (such as ad campaign themes or coupons) on
sales;and the desirability or undesirability of a package design. For example, be-
fore Wendy’s introduced its “Big Classic” hamburger, it reportedly spent $1 mil-
lion testing the sandwich and its package among 5,200 people in 6 cities. The
final product was a quarter-pound square beef patty in a sandwich that came
in an almond-colored styrofoam box with a dome sculpted to resemble the
bun’s top.

CHAPTER 2

Variables such as

appearance, sweetness,
consistency, and flavor
infensity were manipulated
to research consumer
preference of Smucker's
jelly.

test markets
evaluating a product
or strategy in limited
geographic areas

Consumer Research “




consumer panels
groups of research
participants who
provide purchase

and consumption
data over time

BT PART

Although the test market is considered the final gauge of consumers’ ac-
ceptance of a product, package, or ad copy, test marketing has some major
drawbacks.Test markets are expensive—often costing hundreds of thousands
of dollars. Moreover, they may delay a product’s launch.Another problem with
test markets is lack of control the testing organization has over competitive
reactions, which can range from copying the new product to sabotaging the
test. Competitors often jam tests of a competing brand by cutting prices of
their own brands or by using heavy couponing to disrupt the test. For exam-
ple, when Scope test-marketed a new flavored antiseptic mouthwash in Kansas
City, Listerine responded with heavy local couponing and introduced a new
low-priced product to distort the test market results for Scope.

To get the benefits of test marketing without the cost and other problems,
companies today test products in “virtual markets, where shopper participants
belonging to a select panel of consumers are chosen to participate in these
tests.” A “shopper” sitting behind a computer monitor travels through a “vir-
tual store? and. does his or,her normal shopping.The shapper picks a package
from the shelf by touching its image on the screen, examines it, then either
purchases it by putting it into his or her “cart” or returns it to the shelf. This sys-
tem can substitute for a real test market at a fraction of the cost."

Consumer Panels

Consumer panels are groups of research participants who agree to provide
information over time.This information may be obtained through observation,
as in the case of Nielsen's TV audience panel, or may be provided by self-
reports, such as when household panelists record their purchases in a diary or
complete periodic questionnaires.

Because panels allow tracking a specific household’s purchasing behavior
over time, they are useful in studies dealing with brand switching and other
changes in buying behavior due to promotions. For example, if Procter & Gam-
ble distributed a 75-cents-off coupon for Crest toothpaste, the company can use
grocery panel data to determine the percentage of people who used the
coupon or switched from another brand because of it.

There are two types of panels: true panels and omnibus panels. True pan-
els are used to provide repeated measurements of the same variables. For ex-
ample, for its SCANTRACK service, the A.C. Nielsen Company maintains a panel
of 40,000 households nationwide who are given handheld scanners with
which they record every item they purchase. Similarly, National Purchase Diary
(NPD) maintains a large consumer panel of families who record their purchases
in a paper diary after every shopping trip.

The omnibus panel, on the other hand, is not used to provide a“moving pic-
ture” of the same variable. Rather, panel members may be asked to evaluate ad-
vertising copy at one time, whereas at another time they may be asked to
provide their views about a new product. In such cases, separate subsamples
selected from the larger panel may be chosen for each study. This choice is
usually based on desired characteristics of the subsample members. For exam-
ple, if the Parker Pen Company wanted to evaluate a new writing instrument,
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a subsample of individuals who expressed interest in writing instruments may
be selected from the larger pool.

Current Issues in Consumer Research

Present-day technology has had an impact on consumer research. Improved
methods brought about by recent technological breakthroughs have made it
possible for researchers to acquire sophisticated data about consumers more
quickly and easily. In this section, we cover three topics: using the Internet as
a tool in consumer research, the proliferation of database marketing, and the
up-and-coming data mining technique.

USING THE INTERNET AS A TOOL

One tool in consumer research is the Internet. It has at least four applications:
tracking visitors to an Internet site that contains information or advertising,
posting a questionnaire on the Internet to collect data, locating secondary data
on a variety of topics, and posting questions to a newsgroup asking for advice.

Tracking Internet Visitors

In the realm of tracking visitors, companies can count the number of bits on
various parts of a Web site (i.e., the number of times a visitor goes to a home
page). Companies are also interested in the number of downloads for specific
material. For example, when Volkswagen ran a promotional campaign for the
new Beetle, it counted the number of hits on its Web page to determine the ex-
tent to which the campaign sparked interest in the car. In another use, hits can
measure advertising effectiveness. A company like Motorola, for example, pays
for Web banner ads only if viewers of these ads use the link to hit the adver-
tiser’'s home page. Similarly, of special interest to companies is page view, the
number of times a page is actually accessed by each visitor, as well as stickness
of aWeb site i.e.,a site’s ability to hold viewers measured in terms of time spent
at a site per visit.

Many companies perform the services of tracking visitors to a Web site. In
addition, various software types allow for tracking Web site visitors. Among
the first type are companies such as VisitorTrack, VisiStat, and Boldchat, which
provide realtime visitor tracking services and proactively engage online visi-
tors. Software types, on the other hand, include Track4Win, SpectorPro, and
WhosOn. In addition, keeping track of traffic going through your blogs and
your RSS subscriber can be accomplished through services such as Google’s
FeedBurner and other sites such as AlexaStat, Technorati, PageRank, Digg, and
Slashdot. This acquired information can then be used to target special mes-
sages of interest to a Web site’s visitors. For example, an advertising service
called DoubleClick can identify the type of site that users come from when
they visit a new site and then choose advertising messages that match the vis-
itor’s likely interests.
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Online Surveys

Regarding online surveys, many companies such as Domino’s
Pizza and Qantas Airlines ask visitors to their Web sites to an-
swer questions on a variety of topics, such as product perform-
ance, usage, and buyer demographics. These surveys provide an
inexpensive and quick method of data collection.

Many companies handle the task of online surveys. Survey
Lot.com is a hosting site that offers a number of participating
online survey firms that pay participants to complete a ques-
tionnaire. These surveys usually focus on subjects such as
customer satisfaction, market research, testing new products/
services, and opinion surveys. Amounts paid to participants
range from $25 to $125.

Despite the growth potential expected for online surveys
in the near future, they are not without faults. Limitations relate
to the representativeness of the respording sample that provides the data: Con
sumers using the Internet are not necessarily typical of the population at large.
Surveys have shown that Internet users tend to be younger, better educated,
and more technologically adept. As such, other consumer subgroups in the
population might not be proportionally represented among respondents.
Moreover, because questionnaires are sometimes posted at company Web
sites, respondents who see and respond to them are limited to those who
have some interest in the firm. It is also questionable whether respondents
who are paid for taking the online survey truly reveal their genuine feelings.
Based on these and other limitations, online surveys are often supplemented
with other methods of data collection, such as phone, mail, or intercept
surveys.

\
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Data Acquisition

The Internet is an excellent source of data on many consumer-related issues.
Some of this information is free, but some is only available at a charge. Infor-
mation found on the Internet is current and easy to access. Because all surveys
begin with an exhaustive search for available secondary data, the Internet is a
useful source for relevant information—both domestic and global.

Sites such as Google, Yahoo, Ask, LiveSearch, and Dogpile have become
popular among computer users looking for information on the Web.These serv-
ices offer search engines that sift through the Web looking for sites that con-
tain the needed information. All of them allow the user to enter one or more
keywords and search the databases of Web sites for all occurrences of those
words.They then return listings of sites that the user can go to by simply click-
ing on the name.

In addition to search engines, the researcher can use subject directories
on the Web to explore a topic. Two types of directories exist. The first is the
academic and professional directories which are created by librarians or sub-
ject experts, mostly in academic institutions. INFOMINE, from the University of
California, is an example of an academic directory. The second type of directo-
ries is the commercial portals, such as Craigslist which provides links to a
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wide range of topics such as entertainment, commerce, hobbies, sports, travel,
and other topics not necessarily covered by academic directories.

For information about a specific company, the company’s home page is the
first place to look. Internet addresses for most companies are simple to figure
out intuitively by simply employing the company’s name or initials as part of
the address. For example, Sony’s home page can be found at www.sony.com.

For a wide variety of industry and demographic statistics, the U.S. Census
Bureau’s home page, www.census.gov, provides researchers with a wealth of
data through links such as County and City Data Book as well as the Statisti-
cal Abstract of the United States. International information regarding various
countries can be obtained at the Central Intelligence Agency’s Web site,
www.cia.gov and then click “library.”

For financial information on industries and companies, a variety of sources
such as the Wall Street Research Net at www.wsrn.com, CompanyLink
at www.hoovers.com, Bloomberg at www.blomberg.com, and My Money at
mymoney.gov can be valuable.

For demographic information, business news, and industry information, a
source such as newarkwww.rutgers.edu/guides/business/mkt-sources.htm can
provide the researcher with a variety of current consumer data.

General Information

In some instances, a researcher may lack expertise about some research pro-
cedure, locating specific data, or some consumption-related topic, such as pur-
chasing, using, or fixing a product. In such cases, it is possible to post such
questions to a newsgroup or listserv and await a reply from someone who may
have the answer. Newsgroups are electronic bulletin boards where such mes-
sages can be placed. These messages can then be accessed by anyone who vis-
its the site. Similarly, listservs are electronic mailing lists that automatically send
messages to list subscribers. There are hundreds of newsgroups and listservs on
the Internet that can accommodate any type of question or message that users
may have. Newsgroups can be accessed by using an Internet browser such as
Microsoft Internet Explorer and a newsgroup-searching device such as
groups.google.com/. Similarly, a list of consumer-related listservs can be found
at MouseTracks, whose Web address is nsns.com/MouseTracks.

DATABASE MARKETING

Another growing area of consumer research brought about by advances in
computer technology is database marketing. An increasing number of mar-
keters, including those involved with catalog sales, record clubs, and credit
card companies, invest heavily to build databases that enable them to figure
out, among other things, who their customers are, which of these customers
are likely prospects for specific product or service offerings, and which cus-
tomers are more profitable. This process has become possible via a new gen-
eration of faster and more powerful computers that have enabled marketers to
zero in on ever smaller and more precise niches of the population and probe
specific customer profiles. For example, at FedEx, the company’s database has
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been instrumental in separating between the good, the bad, and the ugly cus-
tomers." The good customers spend a lot and require little service and market-
ing investment. The bad ones spend just as much but cost more to keep.The
ugly spend little and show few signs of spending more in the future. Armed
with this knowledge, FedEx was able to turn the bad customers into profitable
ones by charging them higher shipping rates. For the ugly, the company
stopped marketing to them altogether. By so doing, the firm was able to bring
its costs down. Similarly, Capital One, a credit card issuer, became one of the
world’s largest and most profitable companies through the use of what it calls
its Information-Based Strategy (IBS), which helped the company distinguish
between profitable and nonprofitable clients to permit getting rid of the latter.

To build their databases, companies collect mountains of data about their
customers. Every time customers send in a coupon, fill out warranty cards, or
enter a sweepstakes, they volunteer information about themselves that gets
fed into a computer somewhere.To that information, marketers add data from
ather, squrces, perhaps purchased from companies such.as Dornelley, Metro-
mail, or R.L. Polk.These firms collect vast amounts of data from public records
such as drivers’ licenses, auto registrations, and mortgage/tax roles and sell
them to other users.

Once data about consumers have been collected, the computer—with help
of sophisticated statistical techniques—merges the different sets of data into
a single coherent database.

Among the more challenging tasks in database marketing is how to build
the required database and what types of data to include in customers’ files. The
goal, of course, is to include data that help identify consumer characteristics rel-
evant to the company’s operations. For instance, would home ownership infor-
mation be valuable to a company in the video-rental business? Or would
magazine-subscription information be valuable to a company that sells toys for
children? The job of continuously updating the database poses yet another
challenge. In the consumer goods field, updated information may come from
a variety of sources, including the company’s records of consumers’ product
and service purchases, consumer purchases from other companies including
online orders, retail checkout scanner data, purchased lists from outside ven-
dors, sweepstakes entries, consumer inquiries and calls to 800 numbers, as well
as other consumer databases.

DATA MINING

A new class of software technology known broadly as data mining has revo-
lutionized analysis of companies’ databases. Data mining tools can sift through
mounds of data on customers and identify relationships that are worth noting.
It can see patterns that might otherwise take tens of human years to find."
Data mining has helped many companies to zero in on the individual cus-
tomer in a kind of cybernetic intimacy.'® For example, when MCI wanted to
learn more about its customers and classify them into a number of meaning-
ful profiles, it combed marketing data on 140 million households. Each house-
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hold was evaluated on as many as 10,000 attributes including factors such as
income, lifestyle, and past calling habits." Through data mining, MCI was able
to compile a set of 22 detailed—and highly secret—statistical profiles of its
customers. Similarly, Fleet Bank analyzed information concerning more than
100,000 customer loans in order to predict such things as which customers
might prepay and which ones might become delinquent. The data analyzed
ranged from the age and zip code of customers to the source of their loan and
whether or not it had been converted from a previous one. Data mining al-
lowed the bank to set rules for identifying loans likely to yield the highest prof-
its. Based on this information, the bank was able to adjust its rates and fees
accordingly.'™

Today, many companies are taking great interest in data mining procedures
due to its numerous advantages. Data mining, for example, can identify which
customers are profitable so that price incentives or promotional expenditures
can be matched to the profitability of each. It is also used to model interpur-
chase times (length of time between purchases) to allow a company to know
when to call on customers or when to drop a customer from the active cus-
tomer database. It sifts through records of various products or services that
consumers have purchased so the firm can cross-sell other items to them. Of
course the number of applications to which data mining can be put is as di-

verse as the information contained in the database itself

Motivation Research

Marketers and advertising agencies have become increasingly interested in
why consumers behave as they do and why they select one product or brand
instead of another. Motivation research explores the why aspects of human
behavior with qualitative rather than quantitative research approaches.'” This
research is designed to delve below a subject’s level of conscious awareness
and uncover hidden motivations. Although such influences are difficult to de-
termine, they may be central to understanding certain purchasing behaviors.

Motivation research employs a set of techniques, such as projective tests
and depth interviews, that were originally developed for use in clinical psy-
chology and have been adapted for consumer research purposes.®’

One of the reasons behind the need for motivation research is variation in
consumers’ willingness and ability to provide the information that marketers re-
quire. Individuals may or may not know their motives, or they may be unwilling
to reveal what they do know because they feel it is personal or fear that it is so-
cially unacceptable. In other instances, consumers do not express their motives
simply because they are unaware of the forces that underlie their behavior.

Consumers who are able and willing to discuss their buying motives when
directly questioned represent the easiest situation for marketers to handle.
Their motives often relate to aspects of products such as brand attributes, ben-
efits, and image. Such motives are conscious, and subjects do not attempt to
hide them.
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In some instances,
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However, even when consumers are
aware of their basic motivations, they are
often reluctant to admit or reveal infor-
mation that is personal or unpleasant or
shows them in an unfavorable light. Direct
question-and-answer approaches are ineffec-
tive under such circumstances.To overcome
consumer reluctance to cooperate, mar-
keters rely on projective techniques, which
are based on the idea of relieving subjects
of direct responsibility for the feelings they
express. These methods have subjects as-
sume the role of someone else and speak on
their behalf. In doing so, respondents reveal
their own motives.

. Consumers who are, unaware, of their motives and canngt directly report
them present a challenge for researchers. In this case, projective techniques as
well as association tests can be helpful.

u
£
.

v

5]

2

2

3
"
v
9]
by
=

g
2

g
9
=

2
<
o]
o~

r "NEC; HIVE TECHNIQUE

Projective techniques are a set of specialized research tools that may be em-
ployed within the context of an in-depth interview to delve into a respondent’s
psyche and unravel the real reasons behind his or her consumption patterns.*
Projective techniques take a variety of forms. For example, subjects may be
shown ambiguous pictures or told about situations on which they are then
asked to comment, thereby projecting themselves into the scene or predica-
ment. Among the most popular projective tests employed for purposes of con-
sumer research are the Thematic Apperception Test, cartoons, and verbal
projectives.

Thematic Apperception Test

Some projective techniques are labeled storytelling technigues because they
rely on pictorial stimuli such as photos, drawings, or cartoons that subjects are
asked to explain. One such test is the Thematic Apperception Test (TAT).
In marketing applications, researchers design ambiguous illustrations or pho-
tographs depicting some phenomenon of interest such as shopping and pur-
chasing circumstances, product use, or social situations. Some pictures are
clear representations; others are more obscure.The respondent is asked to ex-
plain what is going on and what the outcome might be or to tell a story about
cach picture. Because few clues are available in the picture, subjects draw
from their own personality traits, experiences, motivations, feelings, and imag-
ination and, by doing so, reveal something about themselves. Their responses
are used to assess motives, beliefs, and feelings about the phenomenon under
investigation.
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