Market Research Workbook

Objectives 

This workbook is designed as a guide to finding the information/data a firm needs in developing a marketing plan or program. This is not a procedure for preparing a Marketing Plan. 

The workbook is organized according to various types of information, with a description of the importance of the information to the marketing plan/program. Included is a series of statements or questions leading one in developing information for their marketing plan and places to look for the information. For example:

Competition 
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Number of firms in the industry or area?
    Sources: The number of firms can be obtained from:
        - Trade Associations 
        - Directory of Manufacturers  
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Size of firms (various measures can be used, such as sales, capital 
  investment, number of employees).
    Sources:
        - Trade Associations 
        - Directory of Manufacturers
        - Standard Directory of Advertisers 
        - U.S. Government Statistics 

Scope 

This workbook provides an outline of the areas of information needed in preparing a marketing plan for new or current products and services, as well as the various sources where this information can be obtained. 

Focus

The procedure in this workbook is for determining the market potential of new and existing products or services. It does not determine the emphasis to be given to specific areas. For new products, promotion and distribution may be critical. On the other hand, for an established firm already marketing a product, changes that are taking place in competition may be the key to a successful marketing strategy.

This workbook includes procedures for obtaining general information for a wide variety of products but is not comprehensive for specific analysis. It may be important to obtain other specific information in developing a marketing plan. Management must determine when this additional information is applicable.

Place in Marketing Plan

The orderly process of collecting information relative to the product is the first step in developing a marketing plan; then, and only then, can the firm's business plan be developed. The importance of this phase cannot be over emphasized. During the developing of the marketing plan, important decisions are made that affect the manufacturing, management, and finances of the firm. With so much riding on this process, it is essential that the best possible information be used. It follows, then, that collecting information/data is one of the most important steps. (See outline of a Marketing Plan in Appendix B.)

A vast amount of information is available from the sources listed in this workbook. The cost in time or dollars of obtaining this information is low compared to the cost of poor decisions that a company may have to live with for some time. In some cases, decisions based on incomplete or erroneous data may never be overcome.

Collecting information about products or services does not in any way complete the market plan. This is only the first step but the most important one. It is the step where adequate time must be devoted. This workbook lists numerous sources of available information, but there are certainly additional sources. The point is that it takes time and effort to obtain good data. When management spends time preparing the firm's marketing plan, it not only saves the firm many dollars but also gains greater understanding of the marketing phase of the business. By contrast, when a consulting firm is hire to prepare the marketing plan, management participation is minimal and the full import of the information and conclusions may not be understood. 

Only through the direct involvement and active participation of management will the marketing plan be a meaningful decision-making tool.

	Rule: Time collecting good data is time well spent and essential for good planning.


Packaging and Marketing 

Almost every product must be packaged in some fashion to move through the distribution system to the customer. Therefore, considering how the product will be packaged is an essential part of the marketing plan. In many cases, the packaging is the most important part of the product. The package should contain, protect, perform, and communicate throughout the distribution system. Its primary function is to deliver the full quality of the product to the point of use. 

	Rule: The package is a silent salesperson for the product. 


Sources: 
        - Survey of competitor's product
        - Survey of similar products
        - Directory of Packaging Consultants 

Presenting Marketing Data 

It is important that information/data be presented in a manner that the average individual with limited time can understand. Tables with large volumes of data are almost impossible for the average reader to use effectively, and thus, have limited usefulness. 

Charts, graphs and percentages are better ways to present data. The reader can view these to obtain the necessary information at a glance. There are many excellent books on how to construct charts and graphs.

When developing tables, charts, or graphs, it is essential to include a meaningful title, date, and source where the information was obtained. Another important factor in preparing the information is to set forth "assumptions." Some writers hide the underlying assumptions, making it difficult for the reader to recognize them and interpret the findings accordingly. It is best to list any assumptions in an open and recognizable manner for the readers so that they can better understand the study.

	Rule: Present the data in a clear, concise and complete manner.


Defining the Product and Trade Area

Before collecting information or data about the market for a product or service, the firm's product line and trade area must be defined. This can be illustrated by stating that the firm is a manufacturer of lumber products. This is a very broad product line which needs further definition such as dimension, flooring, hardwood, kiln dried, logging, plywood, poles and posts, rough, softwood, treated, veneer, blocking and crating, to name a few. In which specific business is the firm operating?

Next, what is the trade area? In what local areas, states, regions, or countries are the firm's customers located? The major source for this information is the firm's own sales records and receipts. For a new product, greater effort is required which would involve interviewing manufacturing representatives, studying how similar products are sold, and visiting firms and salespeople at trade shows where similar products are displayed.

	Rule: Define what is specifically being sold and where.


Common Data for Marketing Analysis 

Introduction
A brief introduction should give the reader the overall description of the analysis, why the project is being undertaken, and what the objectives are in collecting information/data.

	Rule: The introduction is often the only part that is read.


The following topics should be included: 

1. A description of the product or services. 

2. What innovation does it bring to the market, such as: 
     - a new product design? 
     - a new manufacturing process? 
     - a new service? 

3. How does management believe it will change the present market structure (local, national, international)? 
     - complement? 
     - fill a void? 
     - be unique? 

4. Social or economic trends that will affect the products or services. 
Sources: 
      - libraries
      - World Wide Web
      - interviews with management. 

Competition
Most managers feel they know their competitors and believe they have a superior product or service, when in fact, they do not know their real competitors and generally lack information about them. Most managers are surprised to discover the large number of competitors and the volume of sales in the industry.

Many times management comes up with a new product or service that they believe is unique, has no marketing competition and can be sold in unlimited numbers. Remember that there is always some product or service that is fulfilling this need today. At one time, the U.S. Postal Service believed it had a monopoly on sending information and could continuously increase price. That is no longer true. Competition has moved in. Very few things come on the market that are truly new. There are always competitors! Also, since customers have only a limited number of dollars and some products and services are essentials, one is in a sense competing against everything else the customers are purchasing.

	Rule: Every product or service has competitors.


The following questions must be addressed. 

1. What products/services (brands) will the firm's product compete with in the market place?
Sources: 
      - Trade shows, from trade associations 
      - Surveys of distributing system for competitive product, e.g., 
        discount chains supermarkets, parts stores
      - Thomas Register (print or electronic) 
      - Trademarkscan 
      - Brands & Their Companies 

2. What are the vital statistics of the major firms presently supplying these products/services?
      - size of firms in assets/sales
      - sales area (local, national, international)
      - length of time in business
      - locations (main and others)
      - financial condition (common ratios)
      - investment in facilities
Sources: 
      - Standard & Poors 
      - Thomas Register 
      - Robert Morse Associates  
      - Dun & Bradstreet Credit Analysis  
      - Directory of Manufacturers (print or electronic) 
      - MarketPlace (CD-ROM) or Dun & Bradstreet, 
        Market Identifiers (online) 
      - America Business Directory  
      - Census data 

3. What other services or products do competitors offer (list)? 
Sources: 
      - Standard & Poors 
      - Thomas Register 
      - Brands & Their Companies 

Pricing 
Price is an important variable in the market place. Management tends to believe that the competition sets the price and therefore the company has little control over what it can charge. This is only partly true. Often firms distinguish products by brand name, various services, credit, and warranties, to name a few of the most common factors. Most firms do not want to compete on price and try to avoid this form of competition.

Furthermore, in most cases management does not know the range of prices in the market place, and believes prices are far more important to the customer than is really the case. Customers react to prices only when they make a purchase, but they never forget bad service or poor quality. The price a firm should charge for a product or service is production cost plus a fair profit. Price the products to make a fair profit. Otherwise, the firm will fail.

	Rule: Good service and high quality are more important than price.


1. Price - in which type of group is the product. 
     - low price, large volume
     - high price, small volume

     Sources: 
      - Surveys of distributors of similar types of products 
      - Market research reports 
      - Survey of Current Business 
         (see Bureau of Labor Statistics) 

2. Price trends or ranges over the past 5-10 years. 
     Sources: 
      - Trade associations  
      - Market research reports 
      - Survey of Current Business 
         (see Bureau of Labor Statistics) 

3. Price sensitivity of the product. 
     - how do consumer purchases react to changes in prices? How 
         do suppliers react to price changes of their competitors?
     Sources:
      - Trade associations  
      - Market research reports  
      - Census Bureau  
      - Sales and Marketing Management 

4. Ratio of direct cost of labor and materials to price. High labor and material costs compared to price leave smaller margins for overhead and promotional programs.
     Sources: 
      - Dun & Bradstreet Financial Records Plus 
      - Annual reports of competitors
      - Disclosures 

Promotion
Today there are many means of promoting a product/service to the consuming public. This phase of marketing is becoming more complex because of the many promotional means, and it is becoming more specialized in ways to reach present and new customers. Almost all product areas have trade publications and trade shows directed toward a very specialized group of customers. Trade shows are an efficient means of reaching a large number of potential customers. At trade shows, the product can be shown and names of prospective customers can be gathered. By interviewing visitors at the booth or having them complete a questionnaire, much significant information can be obtained.

	Rule: Promotion is not a one-time activity.


Sources of information on means of promotion include the following: 

1. Type(s) of promotions used by firms marketing the products/service.
     Sources: 
      - Review of trade publications in the industry 
      - Gale Group MARS (Gale Group Marketing & Advertising
        Reference Service) 
2. Major trade shows (time and location). 
     Sources: 
      - Trade associations 
      - EventLine 
      - Trade & Industry News 

3. Major trade publications for the SIC/product area (name and address). 
     Sources: 
      - Trade associations  
      - Directories of periodicals 
      - EventLine 
      - Trade & Industry News 

4. Which trade associations are significant in this product line? 
     Sources: 
      - Encyclopedia of Associations  
      - Telephone surveys of potential distributors for this product/service. 

Distribution
Traditional distribution systems used for various products/services are changing very rapidly due to many factors. Some of these are:

1. streamlined production - making short production runs economical,

2. increased quality awareness,

3. extensive communication network,

4. customers demanding products only when needed (just-in-time or JIT delivery) and

5. little or no inventory being carried by customers.

These and other factors have changed the distribution systems and warehousing requirements.

Systems that were effective only a few years ago may no longer be effective. Firms must evaluate their distribution system on an ongoing basis. It is a never-ending process, as some foreign competitors can now respond to a customer almost as quickly as local firms.

	Rule: The distribution system must be an important part of marketing.


Areas that need to be addressed are as follows: 

1. Types of distribution channels presently used (direct sales, wholesalers, manufacturing representatives, dealers, etc.). 
     Sources: 
      - Trade associations  
      - Tracking of similar products through distribution channels 

2. How has the distribution system changed during past three years?
     Sources: 

1. Tracking products through distribution

2. Surveys of links in the distribution system 

3. Levels of inventories (trends).
     Sources: 
      - Telephone surveys of potential customers to determine trends 

Sales Trends
Sales trends in both the firm and industry-wide for the product or service are essential in preparing a marketing plan. As so often stated, history repeats itself, but most people do not learn from history. It seems we make the same mistakes again and again. Information about the firm's sales and total sales volume for the industry can be used in the following ways:

1. forecasting future sales

2. determining stage in the product's life cycle

3. determining regions or states where sales are increasing or decreasing

4. projecting seasonal variations

5. consideration, along with other important factors, in analyzing technology breakthroughs

6. predicting market surges. 

For some firms, next year's sales forecast of each item in the product line is based only on approximate increase/decrease compared with the past years' sales and expected business and economic conditions. Long-term predictions are much more complex but are important. Total industry sales will help identify the share of the present market, and the potential for each region, a guide in establishing territorial objectives, and the comparisons of actual sales with goals. 

Management can gain useful information by collecting and analyzing sales trends in their industry.

	Rule: Sales and economic trends are an important part of forecasts. 


Areas that need to be addressed are as follows: 

1. Total industry sales for the product/service for 5-10 years or longer. (A long-life product requires longer sales trends than a product that will have a short life span.)
     Sources: 
      - Trade associations  
      - Sales and Marketing Management magazine  
      - Census Data  
      - "Survey of Buying Power" 

2. Total sales by areas, regions, state, etc. 
     Sources: 
      - Trade associations 
      - Census Data 

3. State of the product in its life cycle—early state, mature, decline.
     Sources: 
      - Analysis of total sales versus time from Item 1

4. Seasonal variations of sales and cycles. 
     Sources: 
      - Trade associations  
      - Customer questionnaire
      - International Trade Administration 
      - Census data 
      - Market research reports 

5. Technology innovations or model changes during past and their effect on sales volume, price, etc. How often do they occur? 
     Sources: 
      - Trade associations  
      - Selected customer questionnaire

6. Factors that effect sales volume, i.e., 
      - income levels 
      - general economy
     Sources: 
      - U.S. government sources  
      - Market research reports 
      - Census Bureau 

Customers 
No firm has enough good customers or information about their customers. All companies believe that they are very close to their customers, but in fact, they frequently know very little about them. Yet, this is the most important group of people to their firm. Unfortunately, customer turnover is frequently very high, but management generally does not analyze this turnover. Rather than find out why customers cease to buy their product/services most firms increase promotion to find new customers. Usually, this is very costly.

The most important factor for the success of a business is customers. Without them a business cannot exist. To capture customers, a firm must find out what customers want and will buy. Expectations and demands are influenced by non-economic as well as economic factors, such as attitudes, desires, and expectations arising from cultural patterns in the social environment. Also, people want as much as possible for their money.

There is ample evidence that staying close to customers can pay off. A sale never ends, but continues to make customers come back. Customer satisfaction must be systematically and continuously monitored, not just during the preparation of the marketing plan. This is an area where management has complete control and can be a major differentiating factor as customers are more demanding now than in the past.

	Rule: You can never have enough good customers. (Customer turnover can be very high.)


The following information/data about customers is necessary: 

1. Satisfaction/dissatisfaction with present products/services

2. Features they need/like/dislike

3. Need - is the product considered an essential or a luxury

4. Quantity will be increasing/decreasing

5. Price range for a new product/service or if present product/service attitude toward price 

Sources: 
      - Customer surveys. It is suggested that the services of a 
      professional interviewing firm be obtained which can assist 
      in developing the survey form for making interviews in person
      or by telephone. In most cases, a professional interviewing
      firm can do a survey more effectively and economically than 
      the firm's employees can. Also, the data will be unbiased and 
      consistent.

      - Internal sources of information about present customers: 

  personal checks and sales receipts provide mailing lists 

  urban vs. rural (lifestyle), products/services purchased, trade area. 

      - Credit applications and records give an indication of the ability 
      to purchase certain products. 

      - Complaint records point out problems, quality, and gaps in 
      inventories/services, employee performance. (Unfortunately, 
      most customers do not make complaints because they feel it 
      will not do any good and it is easier to go to another firm. Therefore, 
      complaints should be encouraged. A formal system should be 
      established so even oral complaints are recorded by employees.)

      - Conversations between employees and customers also provide 
      information about customers' levels of satisfaction. (Employees 
      must be encouraged to record these and have assurances that 
      they will not be used against them in performance evaluations.)

      - Visiting with customers provides an opportunity for: 

  obtaining suggestions 

  determining their likes/dislikes 

  creating goodwill. (It should be a matter of policy for management 
    to visit with customers on a regular basis.) 

      - Observing customers provides an opportunity for determining: 

  age of customers 

  customer buying habits 

  time of day customers visit firm 

  if customers bring along spouse and/or children. (Random 
    observation of customers by management should be a 
    common practice.)

      - Customers' questions provide: 

  information about products/services 

  what products/services firm should be carrying or offering 
    to problem areas. (These should be recorded.)
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