MARKETING RESEARCH

LEARNING OBJECTIVES
After completing this study unit you should be able to:

· Explain the importance of information to the company and its understanding of the market place.

· Outline the steps in the marketing research process.

Introduction

Marketing research is the systematic design, collection, analysis and reporting of data relevant to a specific marketing situation facing an organisation. Companies use marketing research in a wide variety of situations. Marketing research can help marketers understand consumer satisfaction and purchase behaviour. It can help assess market potential and market share or to measure the effectiveness of pricing, product, distribution and promotional activities.

Marketing research 

Many decisions require information
· Sales personnel rely on research to provide them with feedback on sales performance or to identify likely purchasers.

· Media planners need information to determine which specific magazines or television shows will most likely be seen by a market segment.

· Advertising executives need feedback to ‘flesh out’ the needs and wants of target consumers.

· Brand managers need to determine how their product is perceived in the marketplace, especially relative to other competing brands.

Marketing and retail research projects that have proven to be productive ventures for the retailer in the past include the following:

· Consumer attitudes to retailers and/or marketers and their efforts
· Consumer purchase motives and preferences

· Demographic and psychographic profiles of both customers and non-customers

· Buyer behaviour patterns and their relationship to the retailer’s mode of operation.

· Service and performance records of suppliers, price and cost comparisons between suppliers.

· Merchandising and operational strengths and weaknesses of competitors

· Employee perceptions of the store and its dealing with them.

The marketing research process

· The marketing research process is the sequence of steps that are involved in the collecting and analysing marketing data systematically. 
· The process provides a description of how marketing research is designed and implemented, which helps researchers when doing a research study.
· The marketing research process is like a map because there is more than one path to take to reach the desired destination. 

· The decision on which path to take depends on where one wants to go and the resources available. 

· As there are several paths that one can follow during each phase of the research process, one should explore various paths so as to find the right one for solving that specific marketing problem or availing oneself of the marketing opportunity.
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Steps in the marketing process
The preliminary marketing investigation

Step 1: identify and define the problem or opportunity: the marketing research process begins when a marketing problem or opportunity is identified. A marketing problem refers to situations that could represent real problems for marketing decision makers. Opportunity refers to the favourable or unexploited situation in one or more of the marketing environments that can be proactively turned into advantages.
There are four broad categories that researchers could investigate:
1. Unanticipated chance: here researchers should determine what is happening in the marketing environment of the organisation and why it is happening.

2. Planned chance: planned chance is aimed at the future. Here researchers would determine how they could improve their products.

3. Serendipity in the form of new ideas: here researchers could listen to customers’ and staff’s ideas and complaints.

4. Research and development: by following up on findings of previous research projects, problems or opportunities may be identified.

Identifying a marketing problem or opportunity is probably the most important stage in the research process but it is sometimes overlooked by researchers. This stage is crucial because a poor diagnosis of the problem could lead to an inefficient solution.
Step2: formulate hypotheses: A hypothesis refers to the formulation of possible answers to stated research questions. This dictates the specific aims and the direction of the research study. A hypothesis may be defined as an unproven statement or proposition about a factor or phenomenon that interests the researcher. To formulate a hypothesis, researchers should speculate on possible answers for the research question. Researchers could develop more than one possible hypothesis, so that they have enough scope to gather the information needed to solve the problem.
Possible causes of a decline in sales

· Actions by competitors – price discounting.

· Changes in consumer preferences.

· Inefficient marketing mix strategy.

· A combination of these variables

Step 3: determining the research objectives: A marketing research objective refers to the specific information that is needed to solve a marketing research problem. In order to do this, researchers should state all objectives in terms of the precise information necessary and desired in solving the specific marketing problem or availing themselves of an opportunity.
When determining the objectives of the research study, researchers need to ask the following questions:

· Is the additional background information necessary before research objectives can be determined?
· What information is needed to make decisions or solve marketing problems?
· How will the gathered information be used?

Usually marketers and retailers have four basic research objectives

· To explore – to gather preliminary information that will help define the problem and suggest hypothesis.
· To describe – is to describe things such as the market potential for a product or the demographics and attitudes of consumers who buy the product.
· To test the hypothesis (casual research) is to test hypothesis about cause and effect relationships.
· To predict – is to conduct research to forecast values, such as sales income market shares and retail orders.
Step 4: determine the data needs: here two sources from which information can be obtained.

· Secondary data: information that already exists somewhere, having been collected for another purpose.
· Primary data: information collected for the specific purposes at hand.

The formal marketing investigation
Secondary data provide a god starting point for research and often help to define research problems and objectives. However the company must collect primary data. Researchers must ensure that primary data must be relevant, accurate, current and unbiased.
Step 5: select the methods of collecting primary data: broad primary research methods available:
1. Observational research: Respondents’ actions are monitored without direct interaction. Researchers watch people and situations.
2. Focus groups: Personal interviewing that involves inviting six to ten people to gather with a trained moderator to discuss a product, service or organisation.
3. Experimentation:  During experimental research one or more variables are changed by the researcher while the effect of the change(s) on another variable is observed. Researchers test something in controlled situations. 
4. Survey research:  Survey research is marketing research in which an interviewer interacts with the respondents to obtain facts, opinions and attitudes. Usually conducted in a structured manner by means of a formal questionnaire.
5. Purchases intercept technique: In-store information gathering technique that capitalises on the advantages of the observation method. It includes observing customer’s- store shopping behaviour, recording pertinent shopping behaviour information and interviewing customers on the spot about their purchase or shopping behaviour.
After the marketing researchers have decided on what method of research will be best for collecting the information, they should decide on the way in which they are going to do this. Information may either be collected by means of mechanical and electronic equipment or by means of questionnaires.

Step 6: design the questionnaire: when designing the questionnaire certain aspects must be taken into consideration:

· Question content and phrasing – it is important to keep the wording of the questions simple, clear and concise, to fit in with the vocabulary level of the respondents.
· Wording of question: leading questions should be avoided which may suggest or imply certain answers.
· Sequence of questions: best to use the funnel approach leading from general to particular.
· Validity and reliability: should always be considered in questionnaire development.
· Pre-testing: the questionnaire is pre- tested on a small sample of respondents to identify and eliminate potential problems.
Contact methods:

· Mail survey

· Telephone survey

· Personal survey

· Online contact

Step 7: sampling plan: when conducting primary research it is important that researchers select respondents that are representative of all the elements (the total group of people) from which the information is required, or better known as the population.
Depending on the problem or opportunity under investigation, the researcher will either conduct the research by means of a census or by using a sample. A census is when data is obtained from or about every member of the population of interest. The national census held in 2001 is a good example of a census. All South Africans were part of the survey. A sample refers to a subset of the population of interest. As census research is expensive, researchers usually draw a sample of the population of interest.

Researchers can draw a sample by means of probability sampling or non-probability sampling. Probability sampling is when all the subsets of the population have a known non-zero chance of being selected. All elements have an equal chance of being part of the research. Probability sampling methods include the following:

· Simple random sampling: involves the same principal as drawing numbers at random from a hat.
· Stratified random sampling: the population is divided into mutually exclusive sub groups (strata) on the basis of common characteristics. 

· Cluster sampling: the population is grouped into clusters and only some of the groups will be randomly selected for study.
Non- probability sampling is when the subsets of the population have little or no chance of being selected in the sample. Elements of the population do not have an equal chance of being selected in the sample. Methods include the following:

· Convenience sampling: used in the case of on the street interviews. People who are in the locality of the interviewer are interviewed.

· Judgement sampling: units are chosen on the basis of the researchers’ opinion as to their representative ness.
Step 8: selecting training and controlling the interviewers: the method, form and extent of the formal investigation are decided on, and fieldworkers need to be selected, trained and controlled. The research instruments are completed by fieldworkers and therefore need to be well chosen, well trained and well controlled.

Step 9: field work: in this stage of the process the researcher actually collects the data. The survey methodology is finally put into practice and research instruments are completed by fieldworkers. Supervisors will have the responsibility of controlling the quality of the fieldwork. Although fieldworkers are trained and supervised while collecting data, the following errors may still occur.
· Non- response error: interviewee not at home or refuses to participate in survey. 

· Respondent bias: respondents are inclined to pre-empt the interviewer by providing answers that they think that the interviewer is looking for. 

· Interviewer bias: unconscious bias in tone of voice, age, gender or way of interviewing. Conscious bias occurs when interviewer completes questionnaire themselves. Can be overcome through training, selecting highly motivated interviewers and by exercising strict control during the fieldwork.

Step 10: data processing: during this phase of the marketing research process the data that was obtained in the primary research phase needs to be converted into a format that will answer marketing management’s questions. For this reason, data structures should be transformed into information that can be communicated to management.
Data preparation is the process of converting the data obtained from questionnaires so that it can be read and manipulated by computer software. During data preparation the data is validated, edited, coded and entered.

When the data has been entered into the computer, it should be analysed. When it is analysed, it may be tabulated by means of frequency tables or cross-tabulation. Tabulation refers to the simple process of counting the number of observations (cases) that are classified into certain categories. Tabulating the data and conducting statistical tests helps researchers to interpret and draw conclusions from the mass of collected data.
Step 11: communicating information to the decision maker: in this phase of the process researchers should interpret the information and draw conclusions so that they can communicate the findings to the decision makers. A report should then be prepared to communicate the conclusions and recommendations formally to the marketing decision makers. Managers and researchers must work together when interpreting research results and both must share responsibility for the research process and resulting decisions.

Summary 

The marketing research process is a logical and systematic process which generates information to solve a marketing problem or utilise a marketing opportunity.
MARKET POTENTIAL AND SALES FORECASTING

LEARNING OUTCOMES 
After studying this unit you should be able to identify the following:

· Market potential and sales forecasting

· Market and sales potential

· Market and sales forecasting

Introduction 

When marketing managers identify a new trend in the market on the basis of marketing information, it is important for them to carefully determine the present size and future potential of a sales area. When cellular service providers realised that there was a market of potential users who did not want, or qualify for long term contracts, they moved quickly to introduce pre-paid services. Marketing managers need to predict the market accurately. This means that they should assess the market potential and calculate how big a slice of the market the organisation can obtain.

Market potential and sales forecasting

Market potential focuses on the current size and characteristics of the market, whereas sales forecasting looks at the future market situation. Marketers are often faced with the problem of how much consumers will buy in total. Market potential and sales forecasting help marketers overcome this difficulty, as the elements of marketing research focus on the current size and characteristics of the market (market potential) and on the future market situation(sales potential).
Levels of market potential

· Consumer level: most popular level of demand measurement as it provides information on the number of final consumers defined in different market segments.

· Product level: enterprises can measure consumer demand for one brand or all of its brands in a given product category.
· Geographic level: the total market can be divided into geographical segments and it is thus possible to express the demand measurement in geographic terms.
· Time level: a demand measurement should also be specific in terms of time of purchase and should provide information on the sales over different time periods.

Market potential

Market potential = consumer population (number of people) + consumer requirements (needs and wants) + consumption potential (willingness and ability to consume).

· Total market: (market potential) pertains to all actual and potential buyers of a product type.

· Available market: refers to those actual and potential buyers of a product who have an interest, income and ability to buy the product at a particular point in time.

· Target market: is that part of the available market to which the company has chosen to direct its marketing activities.

· Penetrated market: refers to the number of consumers who have already bought the product.
Market and sales potential
Market potential is concerned with what is possible; it focuses on the current size of the market. Broadly defined it is ‘the maximum possible sales of a specific product in a specific market over a specific period for all sellers in the industry”.

Sales potential is the value of market potential that a company can reasonably capture for its own products. Broadly defined sales potential is “the upper limit of sales that a firm could possibly reach for a specific product in a specific market over a specific time period”.
Estimating market and sales potential

The methods used for estimating market and sales potential depends on how new or innovative the product or service is, and how mature the market is.

Breakdown method
Most common breakdown method used is total market measurement. Total market measurement begins with total industry or market data that may be available from secondary research. This information is broken down to market segment level and thereafter to the company’s own sales potential. Relies heavily on availability of a long series of data on industry sales volume and consumption by segments within that market. Potential is estimated from available data and adjusted according to the marketing environment. Once market and segment potential have been established, sales potential can be derived by estimating the competitor’s relative market shares and then calculating how these might change as a result of expected actions.

Build up method

Census method – is based on a detailed consideration of every buyer and potential buyer in the market. Difficult in mass consumer markets, feasible in industrial situations. Market potential is effectively the sum of all the potentials estimated for individual purchasers.

Survey method – more widely used in consumer markets. Representative sample of consumers asked about purchase intentions. Information can be used for calculating total market or sales potential. Main problem respondents untruthful.
Secondary data – internal sales records used to predict individual customers purchasing on the basis of past behaviour. Sales potential derived first and market potential is then derived from those figures.

Market and sales forecasting

Market forecast is “an estimate of the expected sales of a specific product in a specific market over a specific time period for all sellers in the industry”.

Sales forecast is “an estimate of the number of units a firm expects to reach for a specific product in a specific market over a specific time period”.

Forecasting methods

Sales force survey – asks sales representatives to provide forecasts on customers, dealers, accounts etc. Valuable expert opinion due to daily customer contact and will learn of any changes firsthand. Problems include bias and naivety.

Expert survey – involves participation of outsourced people with special knowledge and experience in the market under consideration, examples include economists, consultants and retired executives.

Time series analysis – uses historical data to predict the future. Trends, straight line or curved line trends. Cycles reflect periodic change in patterns over a period of time.

Seasonality is the shorter term fluctuations around the overall trend. Random factors like strikes, riots and civil unrest (especially in insurance industry).

Summary

We looked at marketing research and the steps in marketing research. We also discussed market potential and sales potential and market and sales forecast.  
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