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I INTRODUCTION

What is marketing? Many people connect marketingmly selling and advertising process.
Philip Kotler said: “Today, marketing must be urateod not in the old sense of making a sale,
but in the new sense of satisfying customer nelédise marketer understands consumer needs,
develops products that provide superior customéuwevand prices, distributes, and promotes
them effectively, these products will sell easily.”

But, how companies create value for customers anid meaningful relationships with them?
Marketers must first gain deep insights into whatomers need and want. Such insights come
from good marketing information. Digital age inttambd exponential increase in data volumes.
The big challenge is to transform today’'s vast wmuof consumer information into actionable
customer and market insights.

How is marketing seen from the perspective of iptdbotler and Peter Drucker, people playing
the most significant role in the theory of markgtand management?

» Kotler: “Broadly defined, marketing is a social amganagerial process by which
individuals and organizations obtain what they need want through creating and
exchanging value with others. In a narrower businesntext, marketing involves
building profitable, value-laden exchange relatiops with customers.”

» Kotler: “Marketing is the process by which compan@eate value for customers and
build strong customer relationships in order totaepvalue from customers in return.”

* Drucker: “The aim of marketing is to make sellintnecessary.”

Marketing is an ever-changing process, and theaagds have implications both on customers
and businesses.

1.1. Subject of the research

Every day, dramatic changes are occurring in theketplace. Richard Love of HP observed,
“The pace of change is so rapid that the abilityctange has now become a competitive
advantage.” Yogi Berra, the legendary New York Yegwk catcher and manager, summed it up
more simply when he said, “The future ain't whatised to be.” As the marketplace changes, so
must those who serve it.

Behavior among consumers is continuing to changanagstonishing pace. Companies are

exploring new channels and seek for fresh competididvantage. What is the role of market

research industry in this new era? What are thdigatpns of these changes on market research
industry in general? How digital era transformeddphlases in market research process? What is
the future of marketing research? Answering themstipns is the purpose of this research.

Subject of the research are changes in the masletphnd it's implications on the market
research industry.
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Kotler examined major trends and forces that arangimg the marketing landscape and
challenging marketing strategy. This will be useddasis of this research. Using the example of
GfK market research agency, we examined and coefirthe presence of these trends and forces
in the market research industry.

1.2. Value of the research

Understanding of the past, present and futureefiirket research industry is the main value of
this research. Understanding of dynamic marketingirenment as well as market research
industry is a big challenge as well as potential.

Trends and forces that Philip Kotler recognized d the basis for identifying recent changes in
the market research industry. These trends areamtefor the changes in market research
industry in the past 5-10 years, and we will fooansgthis time interval in our research. Having in
mind the global reach and innovativeness of GfK ketaresearch agency, we found it as
appropriate example for this research.

1.3. Research objectives

Research objectives include confirmation of presewitthe Kotler's trends and forces that are
changing the marketing landscape and challengingketing strategy as well as their
implications on the market research industry.

The research will follow the evolution of the markesearch industry, and examine the recent
changes focusing on the previously defined tremdischanging forces, especially on digital era.

Research is based on the example of GfK markearelseagency and recent changes in this
company, empowered by the growing power of digitédé examined the influence of digital era

on all phases of market research process as wepiresence of other trends that Kotler

emphasized in GfK.

1.4. Research hypotheses

Our research include few hypotheses:

e Changes in the marketplace have implications osumers and businesses.

» Changes in the marketplace have implications orketaesearch industry.

e The uncertain economic environment, the digital, ag@id globalization, sustainable
marketing and the growth of not-for-profit marketiare the trends that have implications
on marketing research industry.

» Digitalization introduced changes in all phasethefmarketing research process.




1.5. Methodology

Trying to reach the main methodology objectivesbjedtivity, reliability, generalizability and
systematics, we used different methods for thearebe

We used scientific and theoretical fact, relevatardture, modern business practice, and
estimations made by industry experts. All this matds examined using methods: induction,
deduction, analysis, synthesis, abstraction, géinatian, complex observation, content analysis
and prediction.
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I MARKETING PROCESS AND CHANGES IN THE MARKETPLACE

2.1. Marketing process

Philip Kotler defined marketing as the process thclw companies create value for customers
and build strong customer relationships in orderapture value from customers in return.

Kotler see marketing process as a simple, five-steplel (figurel). In the first four steps,
companies work to understand consumers, creat®mastvalue, and build strong customer
relationships. In the final step, companies reapréwards of creating superior customer value.
By creating value for consumers, they in turn cepttalue from consumers in the form of sales,
profits, and long-term customer equity.

Create value for customers and Capture value from
build customer relationships customers in return

Construct an
Understand the Design a Skigried Build profitable

marketplace and * customer-driven * marketing program * relationships and
customer needs marketing that delivers create customer
and wanis strategy superior value delight

Figure 1, A Simple Model of Marketing Process

First step is tounderstand the marketplace and consumer needs andants. Outstanding
marketing companies go to great lengths to leaouahnd understand their customers’ needs,
wants, and demands. This understanding helps thetledign want-satisfying market offerings
and build value-laden customer relationships byctvlihey can capture customer lifetime value
and greater share of customer. The result is isecebong-term customer equity for the firm.

Second step is tdesign a customer-driven marketing strategyTo design a winning marketing
strategy, the company must first decide whom it séirve. It does this by dividing the market
into segments of customers (market segmentatiashsalecting which segments it will cultivate
(target marketing). Next, the company must deciol@ h will serve targeted customers (how it
will differentiate and position itself in the matkéace).

Next levels in marketing process emphasiastomer relationship managementandstrategies
for creating value for customersand capturing value from customers in return. Broadly
defined,customer relationship managemésthe process of building and maintaining profieab
customer relationships by delivering superior como value and satisfaction. The aim of
customer relationship management is to produce liggtomer equity, the total combined
customer lifetime values of all of the company'sstumers. The key to building lasting




relationships is the creation of superior custowadne and satisfaction. Companies want not only
to acquire profitable customers but also buildtreteships that will keep them and grow “share
of customer.” Different types of customers requditferent customer relationship management
strategies. The marketer’s aim is to build thetrighationships with the right customers. In return
for creating value for targeted customers, the @mgaptures value from customers in the form
of profits and customer equity.

2.2. The changing marketing landscape

Every day, dramatic changes are occurring in theketplace. Richard Love of HP observed,
“The pace of change is so rapid that the abilityctange has now become a competitive
advantage.” Yogi Berra, the legendary New York Yegwk catcher and manager, summed it up
more simply when he said, “The future isn't whatisied to be.” As the marketplace changes, so
must those who serve it.

Philip Kotler examined the major trends and forttes are changing the marketing landscape and
challenging marketing strategy. We look at five onajlevelopments: the uncertain economic
environment, the digital age, rapid globalizatithrg call for more ethics and social responsibility,
and the growth of not-for-profit marketing.

2.2.1. The uncertain economic environment

Beginning in 2008, the United States and world ecgies experienced a stunning economic
meltdown, unlike anything since the Great Depressid the 1930s. The so-called Great
Recession caused many consumers to rethink themdgpg priorities and cut back on their
buying. After a decade of overspending, “frugaligs made a comeback,” says one analyst. In
response, companies in all industries have aligimeit marketing strategies with the new
economic realities. More than ever, marketers arghasizing the value in their value
propositions. They are focusing on value-for-theamgq practicality, and durability in their
product offering sand marketing pitches. Even viialtconsumers have joined the trend toward
frugality. Conspicuous free spending is no longefashionable. As a result, even luxury brands
are stressing value.

2.2.2. The digital age

The recent technology boom has created a digital dgpe explosive growth in computer,
communications, information, and other digital tealogies has had a major impact on the ways
companies bring value to their customers. Now, ntbae ever before, we are all connected to
each other and to information anywhere in theldvorhe digital age has provided marketers
with exciting new ways to learn about and tracktaoers and create products and services
tailored to individual customer needs. It's helpimgrketers communicate with customers in
large groups or one-to-one. The most dramatic aiggichnology is the Internet. The number of
Internet users worldwide now stands at more th&nblllion and will reach an estimated 3.4
billion by 2015. And by 2020, many experts beliethe Internet will be accessed primarily via a
mobile device operated by voice, touch, and evenght or “mind controlled human-computer
interaction. "Online marketing is now the fastestwging form of marketing. These days, it's
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hard to find a company that doesn’t use the Websignificant way. Thus, the technology boom
is providing exciting new opportunities for markete

2.2.3. Rapid globalization

As they are redefining their customer relationshiparketers are also taking a fresh look at the
ways in which they relate with the broader worlduard them. In an increasingly smaller world,
companies are now connected globally with theitausrs and marketing partners.

Today, almost every company, large or small, iched in some way by global competition.
Thus, managers in countries around the world ameasingly taking a global, not just local, view
of the company’s industry, competitors, and opputies.

2.2.4. Sustainable marketing

Marketers are reexamining their relationships witlial values and responsibilities and with the
very Earth that sustains us. As the worldwide corerism and environmentalism movements
mature, today’s marketers are being called to dgvslistainable marketing practices. Corporate
ethics and social responsibility have become hait$ofor almost every business.

2.2.5. The growth of Not- for-profit marketing

In recent years, marketing also has become a rpajtrof the strategies of many not-for profit
organizations, such as colleges, hospitals, museaoss, symphony orchestras, and even
churches. The nation’s not-for-profits face stiffpetition for support and membership.

2.3. Marketing process and new trends

Kotler said that in the face of today's changingrketing landscape, companies must take into
account three additional factors. In building caso and partner relationships, they must harness
marketing technology, take advantage of global dppdiies, and ensure that they act in an

ethical and socially responsible way.

Expanded model of marketing process (Figure 2uaelthese three additional factors as well.
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build customer relationships

- customers in retum

Undesstand the Deesign Leons s Build profitable M Capturc valus
marksiplace snd customer-driven marketing program relationships and ¥ from cusiomers fo
customer needs * marketing * that daliver create customer + create profits and

and warts strategy suparior valua dafight i customer equity

Resaarch Select customers Product and Customer Creale satisfied,

cusiomers and o serve: markat service design: relationship loyal customers
tha markstplace sagmantation and build strong managemsant build
targeting brands strong relafionships

A L Capture cusiomer

Manags marketing A Iifetime value
information and Decide on a valus Pricimg:
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boretiabion. o Partner relationship Increase share of
posifioning — management build market and shara
Distritustion: strong relaionships of customer
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communicate the
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Harness marksting
technology

Manage ghobal
markets

Ensure sthical and
social responsibifity

Figure 2, Expanded Model of Marketing Process

Capture value from

L

Our focus in this research is new trends that Kaléfined and their influence on market research
industry.

2.4. Changes in consumer behavior and decision-maig

What is consumer behavior as a field of study ahdg ivis so important? Barry J. Babin and Eric
G. Harris define consumer behavior represents thdysof consumers as they go about the
consumption process. In this sense, consumer lmhavihe science of studying how consumers
seek value in an effort to address real needs.

Philip Kotler defines customer as the most impdrielement of the marketplace. Accordingly,
the aim of marketing is to affect how customerskhand act. To affect the whats, whens, and
hows of buyer behavior, marketers must first unders the whys. Understanding consumer
behavior has never been easy. But today, in thigabtigra, the consumer buying influences and
processes have become even more complex and bawgederstand.

Behavior among consumers is continuing to changanatstonishing pace. Companies are
exploring new channels and seek for fresh competididvantage. What is the role of market
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research industry in this new era? What are theoagpes to studying consumer behavior in
today’'s multi-channel marketing?

Consumer researchers have many tools and approatheshich to study consumer behavior,
and researchers don't always agree on which appriedeest. Barry J. Babin and Eric G. Harris
think that no single best way of studying consuiehavior exists. Instead, different types of
research settings may call for different approaaresthe use of different tools. For the purpose
of this research, methodological approach and toblSoogle and GfK global market research
agency will be examined.

Digital evolution has changed consumer journey #&edously, setting new way of
communicating, gathering information on productd aervices, shopping as well as engaging
with brands and interacting with companies. Commgersumer journeys have constituted new
marketing challenges. Consequently, digital evotuthas changed how organizations conduct
their businesses. In this research we will focusconsumer journey, primarily the decision-
making process in the digital worldnd its implication on consumer research approadh@ols.
Google’s and GfK’s approach for understanding cor&ujourney in the digital era will be used
as an example.

2.4.1. Consumer decision making process from the pective of Barry J. Babin and Eric
G. Harris

Consumers encounter problem situations each ang dag. Most of the time there are so many
situations that it's hard to recall them all. Sositeations require big decisions. For example,
when a student recognizes a need for a new lamouater, a big decision usually follows. In
other situations, the decisions are relatively snfiar example, when someone run out of milk,
the decision of which brand, or even where to shepally doesn’t take much time or effort.
Consumers encounter  proble
situations each and every day. Most
of the time there are so many

situations that it's hard to recall Em'm”'.? g .

them all. Some situations require Basic Onstumpon Process

big decisions. For example, wher a and Deazion Making

student recognizes a need for a new

laptop computer, a big decision ot ey e b

usually follows. In other situations,

the decisions are relatively small. — RS-

For example, when someone run P

out of milk, the decision of which

brand, or even where to shop, |y .

usually doesn’t take much time or a.

effort. -

To better visualize this process, A

consider figure on the right. - e
L

Figure 3: Basic Consumption process anddimtMaking
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The basic consumer behavior consumption procesdvesyaround value-seeking activities that
consumers perform as they go about satisfying neElds consumer first realizes she has a
particular need. She then moves through a seristep$ that will help her find a desirable way to
fill the need. Exchange then takes place, and #heately derives value from the process. As
with other consumer behavior concepts, we seewhlaie is at the heart of the process. The
decision-making process has been added to the iexAip you can see, decision-making

processes generally include five activities: (1¢deecognition, (2) search for information, (3)

evaluation of alternatives, (4) choice, and (5)pb®ice evaluation.

(Consumer Decision-Making Process

Process Example
~ Need Recognition ] Mike realizes he needs a new laptop,
— d
Saarch for Information He beging to read reports about various

brands of laptops and he starts to ask
his friends what type of laptop they
think he shou'd buy.

- Evaluation of Alematives | Miksi somipares 2 few brands on

¥ Choica He makes the detision to buy & new
# Dl Inspiron.

" Post-Choice Evaluation Looking back at his ofiocs of aptap,

and thinks {hat he made a good overall
datision.

Important,

Figure 4: Consumer Decision-Making process

To better visualize this process, consider Figuréldre, Mike is faced with a need for a new
laptop necessairily means identifying what branghraiduct to buy. In fact, one of the very first
choices that consumers need to make when facingcisidn is whether any purchase will be
made at all. Consumers commonly either delay thehase of a product or forgo purchases
altogether. Decision-making processes also frepentnot involve finding a tangible product.
Rather, consumers make choices about behaviorglatihg directly to a purchase. For example,
a consumer may be trying to decide if she shouldnteer at a community theater. Here, the
decision involves whether time should be exchange®turn for greater involvement with the
theatre. Thus, consumer decision making does matyal focus on the purchase of a tangible
product, but it does always involve choices linkedalue.

12



2.4.2. Need Recognition, Internal Search, and thed@isideration Set

As we have discussed, the recognition of a needslele consumer to begin searching for
information. Several important issues are relevané.

2.4.2.1. Need Recognition

The decision-making process begins with the redmgmniof a need. Simply put, a need is
recognized when a consumer perceives a differegveclen an actual state and a desired state. A
consumer’s actual state is his or her perceivedentrrstate, while the desired state is the
perceived state for which the consumer strivesodsamer recognizes a need when there is a gap
between these two. Note that either the actuat stathe desired state can change, leading to a
perceptual imbalance between the two. When thebstate begins to drop, for example when a
consumer runs out of deodorant, a need is recogin@bviously, needs like this are recognized
many times each day. Importantly, however, markeddso focus on whahey term opportunity
recognition. Here, a consumer’s actual state doesange, but his or her desired state changes
in some significant way.

To illustrate how a desired state can be changaetsider how happy consumers once were with
their cell phones—that is, before the iPhone wiesased. After the iPhone was introduced, the
desired state for many consumers changed dramgti€®ddones became much more than just
phones! Desired states can be affected by mangr&dncluding reference group information,
consumer novelty seeking, and cognitive thoughtcesees. Reference groups are important
sources of information for consumers and the in&diom that is gathered from others directly
affects what consumers think they should do and tyipes of products they think they should
buy. Desired states are also influenced by novéligny times consumers desire to try a new
product simply because of boredom or because obtivation to engage in variety-seeking.
Finally, consumers have the ability to cognitivplgn their actions by anticipating future needs.
For example, college graduates realize after gtamughat they face the need for all types of
insurance they may not have considered beforeudingy life, health, and homeowner’s
insuranceNot all needs are satisfied quickly nor does tlwegeition of a need always trigger the
other activities found in the decision-making pgeValue is again important here. If the end
goal is not highly valued, consumers may simply @ffita decision. For example, a consumer
may realize that the leather on the seat of hegrclichas ripped, but this does not necessarily
mean that she will begin to search for informatiamwhere to buy a new seat. She may simply
realize that there is a problem that eventuallydset® be fixed. In fact, she may have to be
reminded of this need several times before she doghing about it. Or, she may decide to do
nothing at all about it. For instance, she may $ymspll her bike and buy a new one. From this
example, we are again reminded of why we don'trrieféhe activities found in decision making
as steps. That is, the sequential ordering of thigites is not concrete. We should once again
clarify the distinction between a want and a ndxath of these terms have been discussed in a
previous chapter. As you many remember, a warttésway in which a consumer goes about
addressing a need. It's quite common for marketetse criticized for attempting to turn wants
into needs. For example, a consumer may want titl fuheed for transporting personal items by
buying an expensive purse like Prada, even thoughdah less expensive purse would suffice.

13



2.4.2.2. Search Behavior

When consumers perceive a difference between aalattate (an empty gas tank) and a desired
state (a full tank), the decision-making processiggiered. Consumer search behavior refers to
the behaviors that consumers engage in as theyirfeetation that can be used to satisfy needs.
Consumers seek all types of information about pitksolutions to needs, including:

(1) the number of alternatives available,

(2) the price of various alternatives,

(3) the relevant attributes that should be considl@nd their importance

(4) the performance of each alternative on thébattes.

Consumer search behaviors can be categorized inméar of ways, including ongoing search,
prepurchase search, internal search, and exteraalts

A consumer performs aongoing searchwhen she seeks information simply because she is
interested in a particular topic (such as a produein organization). Here, the search effort is no
necessarily focused on an upcoming purchase osidagirather the effort is focused on simply
staying up to date on a topic of interest. Conssméro perform ongoing searches are usually
highly involved with the product category and se@gkrmation simply for enjoyment. They also
tend to spend more in the relevant product catetfuam do consumers who do not regularly
search for information.

Prepurchase searclactivities are focused on locating informationttivél enable the consumer

to reach a decision for a specific problem. Thesgrches are purchase-specific. Prepurchase
search can also be exhibited in browsing behaWirten consumers browse, they are simply
gathering information that can be used in decistbas involve a longer time frame. Note that
browsing and ongoing searches are similar. Theemiffce between ongoing searches and
browsing behavior is that an ongoing search isgpemd when consumers have an enduring
interest or involvement with the product, not signplhen information is being gathered for a
specific purchase.

The concept of information search has changed diealg in recent years due to the mass
adoption of the Internet as well as the prolifenatof mobile information technologies like cell
phones and personal data assistants. In todayisoament, finding information generally isn't a
problem. The problem is that there is simply toocminformation out there! Information
overload is therefore a more important topic theer defore. Information overload refers to the
situation in which consumers are presented witmaoh information that they cannot assimilate
it all.

14
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2.4.2.3. The consideration set

Internal search includes the retrieval of knowledge about produstsvices, and experiences
that is stored in memory. This type of knowledgeekted directly to consumers’ experiences
with products and services.

When confronted with a need, consumers begin to #egir memories for available solutions to
the problem that can aid in decision making. Ashswonsumers most often perform internal
searches before any other type of search beginskeltdas find it valuable to understand the
consideration set of their customers in order &wriehe total number of brands, or alternatives,
that are considered in consumer decision making.

The total collection of all possible solutions toegognized need (for example, the total number
of brands of deodorant available on the marketgfisrred to as the universal set of alternatives.
Although the universal set may be quite large, ooreys generally do not realize how many
solutions are potentially available when a neesleatiln fact, decision making is limited by what
is referred to as the awareness set. The awarsaegxludes, quite simply, the set of brands or
alternatives of which a consumer is aware. Altémaatthat have been previously selected are
included in this set, and the size of the awaregesBicreases as external search proceeds.
Within the awareness set, three categories ofnatiees are found. The first is the consideration
set (or the “evoked set”). The consideration setuites the brands, or alternatives, that are
considered acceptable for further consideratioteicision making. There are also alternatives in
the awareness set that are deemed to be unaceefamhirther consideration. These alternatives
comprise the inept set. The inert set includes e¢haliernatives to which consumers are
indifferent, or for which strong feelings are n&d Figure 5 demonstrates how the size of both
the awareness set and consideration set is srit@lerthe universal set. This is because, for most
decisions, these sets are much smaller than thversal set. Research confi rms that consumers
generally consider only a small fraction of theuatthnumber of problem solutions that are
available. Note that although the considerationisételd internally in a consumer’s memory,
alternatives that are found in external search lmaradded to the set as the decision-making
process continues. Of course, good marketers etiratréheir brands are placed in consumers’
consideration sets.

Consideration Set

CONSIDERATION SET

UNIVERSAL SET AWARENESS SET

Figure 5: Consideration Set
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2.4.2.4. External Search

Frequently, consumers do not have stored in themaries enough information that will lead to
adequate problem solving. For this reason, exteseatch efforts are often necessary. External
search includes the gathering of information framarses external to the consumer, including
friends, family, salespeople, advertising, indemedresearch reports (such as Consumer
Reports), or the Internet. In selecting the befdrimation source, consumers consider factors
such as:

» The ease of obtaining information from the source

 The objectivity of the source

* The trustworthiness of the source

» The speed with which the information can be otadi

In general, consumers find that information fronmilg and friends is dependable but that

information from commercial sources (like adventigior salespeople) is less credible for input
into decision making.

» _The role of Price and Quality in the search prseces

The term evaluative criteria is used to refer @ dttributes of a product that consumers consider
when reviewing possible solutions to a problem. Wé#rings can become evaluative criteria.
However, two evaluative criteria are used acrasmsal all consumer decisions: price and quality.

Consumers tend to seek out information about tbeseepts early in the search process, and they
play important roles in external search. Price e@spnts an important type of information that
consumers generally seek. But what is a price?iéeps really a piece of information. More
specifically, price is information signaling how otu potential value may be derived from
consuming something. In this sense, price is like physical concept of potential energy.
Generally, we think of a high price as being a Hddg. In other words, a higher price means
greater sacrifice to obtain some product. This vidwrice is referred to as the negative role of
price. From this view, needless to say, a lowerepis more desirable. Some consumers are very
sensitive to the negative role of price. They temtle very bargain conscious and do things like
collect and redeem coupons. However, a positive oblprice also exists. In this sense, price
signals how desirable a product is and how muchtige may be associated with owning the
product. Some consumers are more sensitive todsigiye role of price and tend to desire things
with high prices as a way of signaling prestige dedirability to others. Consider a consumer
shopping for a new outfit to wear “out on the toiw@he may find a cute outfit at Target, but this
outfit may not offer enough value given that it Weke worn in a socially sensitive situation.
Therefore, she may opt for a higher-priced oultfitttmay be somewhat similar. The higher price
will signal more prestige. Thus, she may feel mmwmfortable shopping at Banana Republic or
some other more prestigious fashion retailer.

Consumers also commonly search for information ahqaroduct's quality. Consumers nearly

always consider quality as an important evaluagititerion. Although quality can mean many
things to many people, from a consumer perspectjuality represents the perceived overall
goodness or badness of some product. In other woodsumers generally use the word quality
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as a synonym for relative goodness. A high-qudidtel room is a good hotel room and a low-
quality hotel room is a bad hotel room. Quality gegations take place both before and after
purchase. However, consumers do not always seékduiglity because many times, consumers
do not need the “best” product available. Altho&glirfield Inns may not offer as high quality of
an experience as does a Hyatt Regency hotel, & ddequately address the need for a place to
sleep on a cross-country drive. Consumers almegyal use price and quality when making
decisions. Indeed, price and quality perceptiorsratated as consumers generally assume that
higher prices mean higher quality. This issue $sulsed in more detail in our next chapter.

» External search and the Internet

As it is mentioned earlier, the Internet has becenpowerful search tool for consumers, and it
has simplified the search process for many prodattgories. Due to the popularity of various
search engines like Google, consumers can findtisokito all sorts of problems online. Of

course, this has simplified search processes toge lextent. In today's fast-paced information-
rich environment, tremendous amounts of informatiomat our fingertips, and the Internet

has quickly become an extremely popular consunschdool.

The Internet improves consumer search activitieseireral ways. First, the Internet can lower the
costs associated with search and can also makardbess more productive. Second, the search
process itself can be enjoyable and deliver hedaalige to the consumer. Third, consumers have
the ability to control information flow much mordfieiently than if they are viewing product
information on a television commercial or hearithgat a product from radio ads. In general, the
ability to control information flow increases thealwe of information and increases the
consumers’ ability to remember information thagaghered.

Studies have indicated that Internet search behdejpends heavily on website construction. For
example, one recent study found that consumersiapene time searching in three-dimensional,
interactive web environments than in two-dimensionab spaces. However, the study also
revealed that the number of brands examined waslachigher for two-dimensional web pages
than for three-dimensional sites. Of course, webd#sign is very important! We can expect
consumers to use the Internet even more as teahnaontinues to improve and computer
availability becomes more widespread.

» Amount of search

The amount of search that a consumer performsecetat decision making can be measured in a
number of ways including the number of stores @dsitthe number of Internet sites visited, the
number of personal sources (friends, family, saepfe) used, the number of alternatives
considered, and the number of advertisements studie

Many factors influence information search efforigluding previous experience with a product,
involvement, perceived risk, value of search efforhe availability, attitudes toward shopping,
personal factors, and situational influencers.
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« Product Experience

Prior product experience with a product has beewshto influence how much a consumer

searches. A number of researchers have examinedsshie, sometimes with conflicting results.

As a general statement, evidence shows that meflerakperienced consumers search for
purchase-related information more than do eith@eggnced or inexperienced consumers. This
finding is shown in Figure 6.
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Figure 6: Experience and External Search

One explanation for the finding that moderately exignced consumers search more than other
consumers is that individuals with little experierare unable to make fi ne distinctions between
product differences and will likely see produckestiatives as being similar. As such, they find

little value in extensive information search. Highéxperienced consumers can make fine

distinctions between products and may know so malmbut products that they do not need to

search at all. Moderately experienced consumersherother hand, perceive some differences
among brands and are more likely to value inforamatibout these distinctions.

e Involvement
As noted eatrlier, purchase involvement is posiiasociated with search activities, especially

for ongoing searches. Because involvement represeletvel of arousal and interest in a product,
search tends to increase when a consumer possesggslevel of purchase involvement.

* Perceived Risk

As perceived risk increases, search effort ine@®aas discussed earlier in the chapter, a number
of risks can be associated with the consumptionirattiding financial, social, performance,
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physical, and time risks. Consumers are usually motivatedetiuce these risks as much as
possible and will therefore expend considerable timd effort in searching for information.

* Value of Search Effort

Value can be obtained from the search proces. it&#den the benefit received from searching
exceed the associated costs, consumers derive. Wdlen searching costs are greater than the
benefits of the search process, consumers no lorajee the activity and search stops. Costs
associated with search can be either monetaryeffample, the cost of driving around town
looking for a new bedroom dresser) or nonmonetfoy éxample, psychological or physical
exhaustion or stress).

« Time Availability

All other things being equal, more time to spendsearch usually results in increased search
activity. Because time is valued so highly by momtsumers, search will decrease dramatically
when time constraints are present.

« Attitude toward Shopping

Consumers who value shopping and who possessvgositiitudes toward shopping generally
spend more time searching for product information.

* Personal Factors

Search tends to increase as a consumer’s levadunfadon and income increases. Search also
tends to decrease as consumers become older.

« Situational Influencers

Situational factors also influence the amount dcrsle that takes place. Perceived urgency,
financial pressure, and mood can all impact sebadtavior. The purchase occasion can also
affect the search. Consumers sometimes have sucingant need for a product that they will
select the first option they come across. As amnga of a purchase occasion, when a product is
being purchased as a gift, the amount of searchdeppend on the nature of the relationship
between the giver and the receiver and on the anuduime before the occasion.

» Search regret

As we have discussed, emotions and decision madiagclosely related topics. The search
process can lead directly to emotional responsesdosumers as well. The term search regret
refers to the negative emotions that come fronedagearch processes. Many times, consumers
are simply not able to find an acceptable solutmriheir problems. As a result, the decision
making process stops. In these situations, consumay feel as if the entire search process was a
waste of time, and they will start to feel searefyret. Feelings of search regret are directly
related to the overall amount of search effort,ehmtions felt during the search process, and the
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use of unfamiliar search technigques. Many issutgeré¢o the topics of need recognition and
search. Our next chapter discusses evaluationiarhatives and choice.

2.4.3. Evaluations of Alternatives

A very important part of decision making is evalngtalternative solutions to problems. As we
have discussed throughout this text, consumersbangbarded daily by a blistering array of
product varieties, brands, and experiences fronthvkd choose. For example, consumers can
select from hundreds of varieties of breakfastaleresnack foods, and athletic shoes. Musical
choices are no different. A quick look at a poputausic website like iTunes reveals thousands of
songs to download! Trying to make sense out ahallalternatives can be very difficult.

Fortunately, consumer researchers have learned ahait how consumers evaluate alternatives.
The first issue to address is how consumers setitetia that can be used in differentiating one
alternative from another. A number of factors ieflae the type of criteria that consumers use
when evaluating alternatives. Situational influengeoduct knowledge, social influences, expert

opinions, online sources, and marketing commurdoatall influence the type of criteria that are

used.

« Sjtuational Influences

As discussed earlier, the type of criteria that eoasidered depends heavily on situational
influences. If a product is being purchased adtathe buyer may pay close attention to hedonic
attributes such as the image of the product aneistation. For example, when buying perfume
for a loved one, brand name and imagery can beirgrgrtant. These criteria would therefore be
weighted heavily in the evaluation process. Perfmg®nsumer buying perfume for personal
consumption may rely more heavily on other criteriah as price and convenience.

* Product Knowledge

As a consumer’s level of knowledge increases, heheris able to focus on criteria that are most
important in making a selection and to discourgl@vant information. As such, an expert would
be expected to be able to quickly discern whatrmédion is important and what is not.

« Expert Opinions

Because brand experts have well-developed knowledgks for products, they can be used to
help others determine what types of informatiopag attention to when evaluating products. For
example, a computer science professor would be tabtpuide students in selecting the most
important criteria to consider when buying a newnpater. Market mavens are also trusted
sources who can guide consumers in focusing oowaproduct attributes.

e Social Influences

Friends, family members, and reference groupstese an impact on the type of criteria that are
used for decision making. This is especially troedocially visible products like automobiles or
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clothing. Friends and families are considered totrostworthy sources of information, and
guidance that they give into what type of attrilsuee consider is usually closely followed.

* Online Sources

Numerous websites can assist consumers with intosmaon product attributes and brand
differences. Consumerreports.com explains what stypk criteria to consider when buying
products. Popular retail sites like bestbuy.cono @splain what attributes consumers should
consider.

» Marketing Communications
Marketing communications also assist consumerseiridthg what features to consider when
buying a particular product. Marketers generallgrpote the attributes that their products excel
on and attempt to convince consumers that thesdharenost important. For example, Papa
John’s Pizza is well known for advertising “Bettegredients, Better Pizza.” While the company
claims that their pizza contains better ingredi¢hés that of their competitors, they also attempt
to convince consumers that ingredients are impbddteria to consider when buying pizza.

2.4.4. Consumer choice

Once consumers have evaluated alternative soluttoasproblem, they begin to make a choice.
“Choice” does not mean that a particular altermativill be chosen. Rather, consumers may
simply choose to delay a choice until a future datéo forgo a selection indefinitely. There are
two major types of rules that consumers use whéacttigg products: compensatory rules and
noncompensatory rules.

Compensatory rules allow consumers to select products that may perfpoorly on one
attribute by compensating for the poor performamggood performance on another attribute. A
consumer using a compensatory rule might say sangettike “It's OK that this car isn’t very
stylish; it gets good gas mileage. I'll buy it.”

Noncompensatory modelsdo not allow for this process to take place. Rathghen
noncompensatory rules are used, strict guidelinesset prior to selection, and any option that
does not meet the specifi cations is eliminatednfraonsideration. For example, a consumer
might say “I'll only choose a car that gets good gialeage. | am not budging on that.”
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I MARKETING RESEARCH IN MODERN THEORY

Marketing research is the systematic design, collection, analysis, mmbrting of data relevant
to a specific marketing situation facing an orgation.

Companies use marketing research in a wide vaoétgituations. For example, marketing
research gives marketers insights into customeivata@ns, purchase behavior, and satisfaction.
It can help them to assess market potential andenahare or measure the effectiveness of
pricing, product, distribution, and promotion aittes. Some large companies have their own
research departments that work with marketing marsagn marketing research projects. This is
how P&G, GE, and many other corporate giants hantieketing research. In addition, these
companies—like their smaller counterparts—frequertire outside research specialists to
consult with management on specific marketing mold and conduct marketing research
studies. Sometimes firms simply purchase dataaelieby outside firms to aid in their decision
making.

3.1 MARKETING RESEARCH PROCESS

Philip Kotler defined marketing research procesa peocess with four steps (Figure 7): defining
the problem and research objectives, developingadearch plan, implementing the research
plan, and interpreting and reporting the findings.

Defining the Devaloping the impiamenting e S S
proddem and + ressanch plen resssmh pan— * '-"E'__E":'I-_IT;'-“-"E
regearch tar collecting collecting and Binirniei

object lves Insgemation enalyzing tha data N 2

Figure 7, The Marketing Research Process

3.1.1. Defining the Problem and Research Objectives

Marketing managers and researchers must work gltsgéther to define the problem and agree
on research objectives. The manager best undesstieddecision for which information is
needed; the researcher best understands markesegrch and how to obtain the information.
Defining the problem and research objectives igrofhe hardest step in the research process. The
manager may know that something is wrong, withaudwking the specific causes. After the
problem has been defined carefully, the manager thedresearcher must set the research
objectives. A marketing research project might hawve of three types of objectives.

The objective of exploratory research is to gatrediminary information that will help define
the problem and suggest hypotheses. The objectideszriptive research is to describe things,
such as the market potential for a product or #mabraphics and attitudes of consumers who
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buy the product. The objective of causal reseascto itest hypotheses about cause-and-effect
relationships.

The statement of the problem and research objectivédes the entire research process. The
manager and the researcher should put the statémeriting to be certain that they agree on the
purpose and expected results of the research.

3.1.2. Developing the Research Plan

Once the research problem and objectives have 8efimed, researchers must determine the
exact information needed, develop a plan for gathgeit efficiently, and present the plan to
management. The research plan outlines sourcesisting data and spells out the specific
research approaches, contact methods, sampling, @ad instruments that researchers will use
to gather new data.

The research plan should be presented writien proposal A written proposal is especially
important when the research project is large amdpbex or when an outside firm carries it out.
The proposal should cover the management problatdsessed, the research objectives, the
information to be obtained, and how the resultd tillp management decision making. The
proposal also should include estimated researds.cos

To meet the manager’s information needs, the reBgdan can call for gathering secondary data,
primary data, or bothSecondary dataconsist of information that already exists somewher
having been collected for another purpdgmary data consist of information collected for the
specific purpose at hand.

» Gathering secondary data

Researchers usually start by gathering secondaay ke company’s internal database provides
a good starting point. However, the company cao &g into a wide assortment of external
information sources, including commercial data mewand government sources.

Companies can buy secondary data reports fromdeutippliers. For example, Nielsen sells
shopper insight data from a consumer panel of niwaa 260,000 households in 27 countries
worldwide, with measures of trial and repeat pusatig brand loyalty, and buyer demographics.

Using commercial online databasemarketing researchers can conduct their own bearof
secondary data sources. General database senvteas Dialog, Pro-Quest, and LexisNexis put
an incredible wealth of information at the keybaod marketing decision makers.

Internet search enginesan be a big help in locating relevant secondafgrination sources.
However, they can also be very frustrating andficieht.

Still, well-structured, well-designed Web searchas be a good starting point to any marketing
research project. Secondary data can usually ksnelst more quickly and at a lower cost than
primary data. Also, secondary sources can somefimmsde data an individual company cannot
collect on its own—information that either is natedtly available or would be too expensive to
collect. Secondary data can also present probldine. needed information may not exist;

researchers can rarely obtain all the data theg freen secondary sources.
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The researcher must evaluate secondary informatiogfully to make certain it ielevant(fits
research project needs)curate(reliably collected and reportedjurrent (up-to-date enough for
current decisions), arichpartial (objectively collected and reported).

* Primary data collection

Secondary data provide a good starting point feeaech and often help to define research
problems and objectives. In most cases, howeverctimpany must also collect primary data.
Just as researchers must carefully evaluate thidygohsecondary information, they also must
take great care when collecting primary data. Thegd to make sure that it will be relevant,
accurate, current, and unbiased.

Having in mind the complexity of a primary dataleotion process, Philip Kotler presented a
table showing that designing a plan for primaryadaillection calls for a number of decisions on
research approachesontact methodthesampling planandresearch instruments

Research Approaches Contact Methods Sampling Plan Research Instruments
Observation Mail Sampling unit Questionnaire

Survey Telephone Sample size Mechanical instruments
Experiment Personal Sampling procedure

Online

Table 1, Planning primary data collection

3.1.2.1. Research approaches
Research approaches for gathering primary datadeabbservation, surveys, and experiments.

Observational researclinvolves gathering primary data by observing retevaeople, actions,
and situations. For example, Family Dollar migh@leate possible new store locations by
checking traffic patterns, neighborhood conditicmg the location of competing discount retail
stores.

Similarly, in its research labs, using high-tecimesaas and other equipment, Gillette observes
men and women shaving and uses the insights t@rdesw razors and shaving products.
Marketers not only observe what consumers do Isd abserve what consumers are saying,
marketers now routinely listen in on consumer cos&tons on blogs, social networks, and Web
sites. Observing such naturally occurring feedl@nk provide inputs that simply can’t be gained
through more structure and formal research appesactbservational research can obtain
information that people are unwilling or unablgptovide. In contrast, some things simply cannot
be observed, such as feelings, attitudes, motiegrivate behavior. Long-term or infrequent
behavior is also difficult to observe. Finally, ebgtions can be very difficult to interpret.
Because of these limitations, researchers ofterohservation along with other data collection
methods.

A wide range of companies now usthnographic research Ethnographic research involves
sending observers to watch and interact with coessrim their “natural environments.” The
observers might be trained anthropologists and hmggists or company researchers and
managers. Beyond conducting ethnographic researphysical consumer environments, many
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companies now routinely conduct “Webnography” restea-observing consumers in a natural
context on the Internet. Observing people as thiract online can provide useful insights into
both online and off-line buying motives and behavidbservational and ethnographic research
often yields the kinds of details that just dontterge from traditional research questionnaires or
focus groups. Whereas traditional quantitativeasseapproaches seek to test known hypotheses
and obtain answers to well defined product or stpatquestions, observational research can
generate fresh customer and market insights. “Tésuly of ethnography,” says a research
expert, is that it “allows companies to zero intleir customers’ unarticulated desires.”

Survey researchthe most widely used method for primary data otilbe, is the approach best
suited for gathering descriptive information. A quany that wants to know about people’s
knowledge, attitudes, preferences, or buying beimaan often find out by asking them directly.
The major advantage of survey research is itstiktyi; it can be used to obtain many different
kinds of information in many different situationSurveys addressing almost any marketing
guestion or decision can be conducted by phoneaik, m person, or on the Web. However,
survey research also presents some problems. $oesepieople are unable to answer survey
guestions because they cannot remember or have tteweght about what they do and why.
People may be unwilling to respond to unknown witavers or about things they consider
private. Respondents may answer survey questiaas when they do not know the answer just
to appear smarter or more informed. Or they maydrielp the interviewer by giving pleasing
answers. Finally, busy people may not take the,tonéhey might resent the intrusion into their
privacy.

Experimental ResearchWhereas observation is best suited for exploratesgarch and surveys
for descriptive researclexperimental researchis best suited for gathering causal information.
Experiments involve selecting matched groups ofiesub, giving them different treatments,
controlling unrelated factors, and checking fofatiénces in group responses. Thus, experimental
research tries to explain cause-and-effect relshigs.

3.1.2.2.Contact methods

Mail, Telephone, and Personal InterviewindJail questionnairexan be used to collect large
amounts of information at a low cost per respondeaspondents may give more honest answers
to more personal questions on a mail questioniia@e to an unknown interviewer in person or
over the phone. However, mail questionnaires atevery flexible; all respondents answer the
same questions in a fixed order. Mail surveys uguake longer to complete and the response
rate—the number of people returning completed dumsaires—is often very low. Finally, the
researcher often has little control over the maégiionnaire sample.

Telephone interviewings one of the best methods for gathering infornmatiuickly, and it
provides greater flexibility than mail questionmsir Interviewers can explain difficult questions
and, depending on the answers they receive, skife spuestions or probe on others. However,
with telephone interviewing, the cost per respondsnhigher than with mail or online
guestionnaires. Also, people may not want to dis@&ssonal questions with an interviewer. The
method introduces interviewer bias—the way intesdes talk, how they ask questions, and other
differences that may affect respondents’ answers.
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Personal interviewingtakes two forms: individual interviewing and groupterviewing.
Individual interviewingnvolves talking with people in their homes or off, on the street, or in
shopping malls. Such interviewing is flexible. Tradl interviewers can guide interviews, explain
difficult questions, and explore issues as theatibn requiresGroup interviewingconsists of
inviting six to ten people to meet with a traineddarator to talk about a product, service, or
organization. Participants normally are paid a ssah for attending. The moderator encourages
free and easy discussion, hoping that group intiersc will bring out actual feelings and
thoughts. At the same time, the moderator “focuglesdiscussion—hence the name focus group
interviewing. Researchers and marketers watchatwesfgroup discussions from behind one-way
glass and record comments in writing or on videddter study. Today, focus group researchers
can even use videoconferencing and Internet teoggpdb connect marketers in distant locations
with live focus group action. Using cameras and-way sound systems, marketing executives in
a far-off boardroom can look in and listen, usiagiote controls to zoom in on faces and pan the
focus group at will. Along with observational resgg focus group interviewing has become one
of the major qualitative marketing research toads §aining fresh insights into consumer
thoughts and feelings. However, focus group stugiesent some challenges. They usually
employ small samples to keep time and costs dowah,itamay be hard to generalize from the
results. Moreover, consumers in focus groups atealways open and honest about their real
feelings, behavior, and intentions in front of atpeople.

Online Marketing Research.The growth of the Internet has had a dramatic imnmex the
conduct of marketing research. Increasingly, reteas are collecting primary data through
online marketing research: Internet surveys, onpiaeels, experiments, and online focus groups.
Online research can take many forms. A companyusanthe Web as a survey medium: It can
include a questionnaire on its Web site and offieemtives for completing it. It can use e-malil,
Web links, or Web pop-ups to invite people to amsgugestions. It can create online panels that
provide regular feedback or conduct live discussion online focus groups. The Internet is
especially well suited t@uantitative research—conducting marketing surveys and collecting
data. Web-based survey research offers some reahtdjes over traditional phone, mail, and
personal interviewing approaches. The most obvemsantages are speed and low costs. By
going online, researchers can quickly and easibjriblute Internet surveys to thousands of
respondents simultaneously via e-mail or by postiragn on selected Web sites. Responses can
be almost instantaneous, and because respondentselves enter the information, researchers
can tabulate, review, and share research data egs dirive. Beyond their speed and cost
advantages, Web based surveys also tend to beimeractive and engaging, easier to complete,
and less intrusive than traditional phone or mail/gys. As a result, they usually garner higher
response rates. The Internet is an excellent methumeaching the hard-to-reach—for example,
the often-elusive teen, single, affluent, and wveelitcated audiences. It's also good for reaching
working mothers and other people who lead busysli®ich people are well represented online,
and they can respond in their own space and atdah&i convenience.

Just as marketing researchers have rushed to edatdrnet for quantitative surveys and data
collection, they are now also adoptiggalitative Web-based research approaches, such as online
depth interviews, focus groups, blogs, and so@alarks. The Internet can provide a fast, low-
cost way to gain qualitative customer insights.

Primary qualitative Web-based research approachlise focus groupsSuch focus groups offer
many advantages over traditional focus groups.idizants can log in from anywhere; all they
need is a laptop and a Web connection. Thus, teenket works well for bringing together people
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from different parts of the country or world, esipdlg those in higher-income groups who can’t
spare the time to travel to a central site. Alesearchers can conduct and monitor online focus
groups from just about anywhere, eliminating traledging, and facility costs. Finally, although
online focus groups require some advance schedquisglts are almost immediate. Online focus
groups can take any of several formats. Most ottueal time, in the form of online chat room
discussions in which participants and a moderatbrasound a virtual table exchanging
comments. Alternatively, researchers might setruprdine message board on which respondents
interact over the course of several days or a feeks. Participants log in daily and comment on
focus group topics. Although the use of online redéifg research is growing rapidly, both
quantitative and qualitative Web-based researcls dage some drawbacks. One major problem
is controlling who's in the online sample. Withagteing respondents, it's difficult to know who
they really are. To overcome such sample and copteblems, many online research firms use
opt in communities and respondent panels.

Thus, in recent years, the Internet has becomepartant new tool for conducting research and
developing customer insights. But today’'s marketiagearchers are going even further on the
Web—well beyond structured online surveys, focumugs, and Web communities. Increasingly,
they are listening to and watchingonsumers by actively mining the rich veins of alitited,
unstructured, “bottom up” customer information atlg coursing around the Web. This might be
as simple as scanning customer reviews and comroarttee company’s brand site or shopping
sites such as Amazon.com or BestBuy.com. Or it migdan using sophisticated Web-analysis
tools to deeply analyze mountains of consumer camsnand messages found in blogs or on
social networking sites, such as Facebook or Twitfistening to and watching consumers online
can provide valuable insights into what consumeessaying or feeling about brands. As one
information expert puts it, “The Web knows what yeant.”

Perhaps the most explosive issue facing onlinearekers concerns consumer privacy. Some
critics fear that unethical researchers will use ¢hmail addresses and confidential responses
gathered through surveys to sell products afterrésearch is completed. They are concerned
about the use of technologies that collect persoriaimation online without the respondents’
consent. Failure to address such privacy issudsl cesult in angry, less-cooperative consumers
and increased government intervention. Despiteetloesmicerns, most industry insiders predict
continued healthy growth for online marketing resba

3.1.2.3.Sampling plan

Marketing researchers usually draw conclusions alawge groups of consumers by studying a
small sample of the total consumer population. mpa is a segment of the population selected
for marketing research to represent the populatéi®ra whole. Ideally, the sample should be
representative so that the researcher can makesée@stimates of the thoughts and behaviors of
the larger population.

Designing the sample requires three decisionst, kitso is to be studied (what sampling unit)?
The answer to this question is not always obvidta. example, to learn about the decision-
making process for a family automobile purchaseukhthe subject be the husband, the wife,
other family members, dealership salespeople,l@fahese? Second, how many people should
be included (what sample size)? Large samples mioee reliable results than small samples.
However, larger samples usually cost more, and itdat necessary to sample the entire target
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market or even a large portion to get reliable Itss&inally, how should the people in the sample
be chosen (what sampling procedure)?

3.1.2.4 Research instruments

In collecting primary data, marketing researchergeha choice of two main research instruments:
the questionnaire and mechanical devices.

QuestionnairesThe questionnaire is by far the most common insént, whether administered

in person, by phone, by e-mail, or online. Questares are very flexible— there are many ways
to ask questions. Closed-end questions includehall possible answers, and subjects make
choices among them. Examples include multiple-agigestions and scale questions. Open-end
guestions allow respondents to answer in their wards. Researchers should also use care in the
wording and ordering of questions. They should seaple, direct, and unbiased wording.
Questions should be arranged in a logical ordee fitst question should create interest if
possible, and difficult or personal questions stidoé asked last so that respondents do not
become defensive.

Mechanical InstrumentsAlthough questionnaires are the most common rekemstrument,
researchers also use mechanical instruments totenoconsumer behavior. Nielsen Media
Research attaches people meters to televisioncsile boxes, and satellite systems in selected
homes to record who watches which programs. Retailse checkout scanners to record
shoppers’ purchases. Other mechanical devices meesghjects’ physical responses.

Companies ranging from Hyundai and PepsiCo to Googhd Microsoft now hire
neuromarketing research companies such as Neurskowl EmSense to help figure out what
people are really thinking. Although neuromarketitgchniques can measure consumer
involvement and emotional responses second by desoich brain responses can be difficult to
interpret. Thus, neuromarketing is usually useddambination with other research approaches to
gain a more complete picture of what goes on ins@sumers’ heads.

3.1.3. Implementing the research plan

The researcher next puts the marketing researah ipl@ action. This involves collecting,
processing, and analyzing the information. Datdectibn can be carried out by the company’s
marketing research staff or outside firms. Researchhould watch closely to make sure that the
plan is implemented correctly. They must guard mglaiproblems with interacting with
respondents, with the quality of participants’ @sge, and with interviewers who make mistakes
or take shortcuts.

Researchers must also process and analyze thetedl@ata to isolate important information
and insight. They need to check data for accuradycempleteness and code it for analysis. The
researchers then tabulate the results and comiatiitisal measures.
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3.1.4. Interpreting and Reporting the Findings

The market researcher must now interpret the fgglimlraw conclusions, and report them to
management. The researcher should not try to owmvimanagers with numbers and fancy
statistical techniques. Rather, the researcherl@dhmasent important findings and insights that
are useful in the major decisions faced by manageme

However, interpretation should not be left onlyrésearchers. They are often experts in research
design and statistics, but the marketing managewkmmore about the problem and the decisions
that must be made. The best research means litttei manager blindly accepts faulty
interpretations from the researcher. Similarly, agers may be biased; they might tend to accept
research results that show what they expected gjadtthose that they did not expect or hope
for. In many cases, findings can be interpretedifferent ways, and discussions between
researchers and managers will help point to the besrpretations. Thus, managers and
researchers must work together closely when intéirgy research results, and both must share
responsibility for the research process and regutliecisions.
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IV MARKETING RESEARCH IN MODERN BUSINESS PRACTICE

4.1. Global market research

ESOMAR is the world organization for enabling bettesearch into markets, consumers and
societies. With over 4900 members in over 130 aes)t ESOMAR’s aim is to promote the
value of market, social and opinion research ioniihating real issues and bringing about
effective decision-making.

In the ESOMAR industry report for 2012 it is pretsshthat the global market research turnover
continues to rise reaching US $33.5 billion, repnting a year-to-year increase of 3.8%, and
0.4% after adjustment for inflation. While this ates an overall picture of apparent stability in
the global market research business, it shoulddbednthat there were massive gains in some
markets while others suffered severely due to emimand political turmoil. Top-line findings
are the following:

Market research turnover increases in 51 countriesib-regions in 2011, and declines in
32.

North America continues the journey to recoveryurelast year, with turnover totaling
US $11.2 billion.

Latin America, although buoyed by massive gairBriawzil the previous year,
relinquishes its position as the fastest growirggame, but still reports growth. The North

American region and Asia Pacific take over andt|pihold the title this year.

Europe, still the largest region for global resbareports a net decline of 1.3% after
inflation, with the Nordic markets, Latvia and autscing hub Bulgaria unable to balance
out losses in the economically trodiBgitish and southern European markets.

Falls also occur in the Middle East and Africa.

In the figures bellow, ESOMAR presented estimatetda market research turnover for 2011
(Figure 8) and Net growth rates for 2011 (Figure 9)

GLOBAL MARKET RESEARCH TURNOVER 2011 US $33,540 million

Latin America $1,858 6% (+1)

Middle East & Africa $601 2%

Asia Pacific $5,754 17% (+1)

Europe $14,140 42%

North America $11,188 33% (-1)
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Figure 8, ESOMAR estimates. Rounded figures present
Percentage point changes in market share compa2il0 are provided between brackets.

NET GROWTH RATES 2011 (adjusted for inflation)

World 4% [N

Figure 9, Exchange rate fluctuations eliminatedk livflation rates used to determine growth, ESOMAR

4.2. About GfK

GfK is one of the world’s leading research compsnéth more than 11,500 experts working in
over 100 markets. Founded in 1934. in Germany,yt@f become one of top five largest and
most successful market research organizationseiwtirld. GfK is constantly innovating to use
the latest technologies and the smartest GfK melbgitks to give its clients the clearest
understanding of the most important people in treldv their customers. That knowledge
empowers GfK's clients to make the right decisi@ms position their businesses for the future.
In Sebia, Gfk is operating more than 10 years adayt is the second largest market research
agency, with more than 45 local experts and a bspadtrum of specialist services. We provide
knowledge for clients from industry, retail, thensee sector and the media, which they use for
their marketing to existing and potential clienssveell as to distinguish themselves from the
competition. We are a company with tradition, whit&ices a high value on continuity, long-term
client relationships and consistent achievementhat highest level. At the same time, it is
innovation, implementation of state-of-the-art noetblogies and our people who are the driving
forces of our activities We understand that youurfe is based on big thinking. And that's what
we offer our clients.Globalization and digital teclogy have changed and challenged the way
business is done. Companies need big thinkingifpchallenges. Our business is to provide the
knowledge that can transform clients business.

4.2.1. History of GfK

In 1925Prof. Dr. Wilhelm Vershofen founded the Institute for Economic Surveillance of
German Products.

In 1934 the Association for Consumer ResearchGesellschaft fuer Konsumforschung e.V
(GfK), was formally founded.

The GfK e.V’s first product is th&fK-purchasing-power-map of the Federal Republic of
Germany.
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1954 - Start Of Consumer Panel Research.

From 1967 onwards scientific inquiry was taken adrorhis led to company establishments in
Austria, the Netherlands and Sweden.

From 1980 onwards, GfK companies were establishédy European countries, beginning in
the U.K. and France and later in Italy and Spain.

In 1990 - The separation of commercial and non-cernoial activities.

Commercial activities were taken over by the GfK lélinwhich became a public limited
company (AG). The GfK e.V. limited its future adtigs henceforth to the promotion of market-
and sales research. GfK in Serbia started opegaiin2002.

Through history of GfK, development in sales hagctiimplication on number of employees.

10546

Sales in EUR million®) Employees 10058
9692

9070
1220 1164 L

7903
7515

5539
4750

4212

= 1831
1

506
470
1;,-;,I 192
2000 2001
Germany [l Total Germany B Total

Figure 10, Development of sales and employees
Source; Up to 2001 figures according to HGB, frad@2to 2004 figures according to US GAAP, since
2005 figures according to IFRS

2004 2005 2006 2007 2008 2009 2010 2000 2001 2004 2005 2006 2007 2008 2009 2010

Mission statementCompanies need to make decisions. Knowledge isbésés for decision-
making. Our business information services provite éssential knowledge that industry, retail,
healthcare and service sectors and the media meexnder to make their decisions. As a
knowledge provider, we aim to be at the top offal global markets in which we operate — in the
interest of our clients, our employees, our company shareholders and the general public.

4.2.2. Organisational structure

Our business is divided into two sectors: Consu@tarices and Consumer Experiences. These
work closely together across the globe as “One GfK”

Consumer Choicesinvestigates what's selling, when and where. Wietinaously track online
and offline media as well as major sales and in&tiom channels. Our former 'Retail and
Technology' sector and the TV, radio and print mearsent businesses from our our Media
sector are now part of Consumer Choices.
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Consumer Experiencesconcentrates on consumers’ attitudes, perceptadsbehavior. Using
creative and robust methodologies, we answer “whehat", “why” and “how” of consumer
buying. Our former Custom Research business andvedlia sector’'s ad hoc research business
are now part of Consumer Experiences.

In a world that's constantly changing, our spestaieams draw on deep industry knowledge to
understand the market pressures and challengesn@ustry experts are present in every major
market, combining global reach with local intimade bring together insights from across
geographies and disciplines to share knowledge larnlll expertise in new areas. We have
expertise within the following industries:

1. Automotive

2. Consumer goods
3. Technology

4. Financial service

5. Fashion & lifestyle

6. Health

7. Retall

8. Media & entertainment
9. Public services

10. Travel & tourism

4.2.3. Solutions

We are trying to give full 360 degree view of sffieanarket and customers to our clients. Which
new products will bring success? How effective pedific advertising? How do customers
experience a brand? We deliver in depth analysistwat is driving customer behavior and how
client can innovate for success.
What products are customers buying? When and waerghey buying them? And for how
much? We track everything that clients need to tstded how your products are really
performing. Our approach uses the world’s largetdil network and our rich insights assess
your overall performance in global markets, helpalignts to develop the right strategies for
growth.

We have inovative solutions for:

1. Market insights and growth opportunities

2. Product design and optimization

3. Brand value optimization

4. Advertising and communications optimization

5. Channel & category optimization
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6. Price Optimization

7. Customer experience and loyalty
4.2.4. GfK’s position on the market

GfK focus is on industrial, operational and finaideadership.

Industrial leadership

GfK is currently no 4;
GfK ranks top 3 in 12
of the top 20 market
research countries

Deep and broad industry
expertise in each sector

Strong brands and global
presence, strong in
Emerging Markets

Expert partner for
navigating the Digital
World

Operational leadership

Strong relationships and
partnerships with clients

High share of panel,
continuous and
syndicated business

Wide spectrum of clients
in all industries

High barriers to entry

Financial leadership

Strong focus on free
cash flow generation

High renewal rates and
above 50% recurring
sales

Flexibility , through solid
financials

Pay out ratio approx.
20%
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SWOT analysis

Strenghts

broad, high quality and innovative
portfolio of services and products
fact-based consultancy

high level of customer loyalty
international network/ worldwide
coverage of more than 100 countries
high level of staff know-how

on Group level no dependency on majo
clients

high visibility of sales - around 63% of
sales

usually generated from continuous
business

technological leadership in individual
sectors

Weaknesses

dependency on major customers
weaker presence in Asia and th
Pacific and in Latin America

Opportunities

increasing need for information and
advice oncustomers’ side
increasing demand for high quality
products

utilization of synergies across the sector
new markets, new products, hew
consumers

shift towards faster developing countries

n

Risks
difficult overall macro-economic
development
sustained concent ation on ¢ stome
'side
fiercer competition
changes in legislation and policy
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4.3. Financial statements analysis

4.3.1.Introduction to accounting process in GfK Belgrade

GfK Belgrade, as 100% owned GfK SE subsidiary, bitiged to prepare financial statements
according to IFRS. Still, as GfK Belgrade is registl in Serbia, it is also obliged to prepare
statements based on local standards. As of 200biaS®s chosen to use IFRS.

Before 2005, GfK Belgrade was obliged to prepardifferent financial reports — first one,
according to local standards (which were quiteedéht then IFRS) and, because of GfK Group
needs — both according to US GAAP and IFRS. Thasts fmade huge pressure on accounting
department asking for extraordinary efforts & ciegthuge complexity for the company with
about 20 people at that time and no adequate s@ftaiaplace. Also, at that time, there was
almost no local consultants or auditors in Serbide able to provide auditing according to US
GAAP (in 2002, GfK Belgrade was one of the threenpanies in Serbia, besides Hayat and
Telekom, to apply US GAAP standards).

Although business have grown significantly (morarthl5 times) from 2002, complexity of
financial accounting and creation of financial etaénts has been reduced primarily because of
two reasons — using only one financial standard~RS and having sophisticated financial
software at please - Microsoft Navision. Still, ith@are some differences between statutory (by
local law) and financial statements sent to theugr@or example, by local law some positions
should be deducted and by IFRS and GfK Group stdsdhese positions are added).

As GfK Group is listed company, GfK Belgrade ne&nprepare quarterly financial statements
which are not published locally as they are not aiesled by local law.

All yearly statements have been audited as fronttimpany foundation in 2002, although, due
to the company size (declared as small), GfK Belgria not obliged to engage auditors. Due its
size, GfK Belgrade is not obliged to prepare CdslwStatement neither.

When analyzing financial statements, huge currdhmtuations must be taken into account as
they significantly influence some balance positiand can influence company result.

4.3.2. Balance sheet — Assets

Broadly defined, “assets are the things that omginn owns or leases” (Jones, 2006).

As tangible non-current fixed assets GfK Belgrade®only hardware and some furniture
(above the value prescribed by local law) and sarftvas intangible asset. Investments, both in
software and hardware (as main part of GfK assé@hged throughout the years. 2009 was very
difficult year for GfK Belgrade with significant déne in business activities which caused very
law investments. This is reflected in reductiowatue of fixed assets — older are depreciated
(depreciation period is three years), purchasas@nones has been postponed for 2011 and
2012. However, marketing research being servicesing, besides hardware and software, does
not truly demand any other fixed asset. That erplaither low share of fixed assets in
comparison to current assets
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Table 2: Vertical analysis of balance sheet (figadient assets)

Balance sheet
Vertical analsis

GfK
Y 2007 Y 2008 Y 2009 Y 2010 Y2011 Y2012
ASSETS

Fixed assets 4,258,000 6,466,000 5,199,000 4,574,000 8,252,000 9,605,000
Current assets 41,818,000 54,635,000 68,283,000 84,265,000 114,119,000 108,595,000
46,076,000 61,101,000 73,482,000 88,839,000 122,371,000 118,200,000
9% 11% 7% 5% 7% 8%
91% 89% 93% 95% 93% 92%

When analyzing current assets one interesting ttancte noticed — there is significant growth in
trade receivables (proven later by ratio analysisyhich may indicate harder and prolonger

payment period by clients. This is in line with geal liquidity crises driven by worldwide
financial crises.

4.3.3. Balance sheet — Equity and Liabilities

GfK Belgrade started business with the rather lagidcapital and did not increase it throughout
years. GfK distributed 2007 profit, 2008 and 200®fips remained in the company to help
protecting liquidity. In recent years, profit waistdbuted again.

Still, due to decline in local currency value, iessvmuch wiser to take long term loan (for
example, costs of four year credit can be about 20%s net value and loss caused by currency
value decline has been 29%). GfK Belgrade did ygeiunity to take long-term internal loan in
2009 (returned it in 2010), to compensate signifiaiecline in activities (especially in first half
of the year) and significant growth of trade reables (clients were very late in payments).

Vertical analysis shows that GfK is having smabBbare of liabilities then equity share which
indicate certain stability.

Table 3: Vertical analysis of balance sheet (edjiatyilities)

Balance sheet
Vertical analysis

GfK
Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012
EQUITY & LIABILITIES

Equity 34,425,000 35,100,000 37,734,000 59,957,000 61,855,000 72,692,000
Long term provisions and liabilities 629,000 548,000 19,511,000 5,275,000 15,696,000 17,058,000
Current liabilites 11,116,000 25,525,000 16,404,000 23,912,000 45,045,000 28,744,000
46,170,000 61,173,000 73,649,000 89,144,000 122,596,000 118,494,000
75% 57% 51% 67% 50% 61%
1% 1% 26% 6% 13% 14%
24% 42% 22% 27% 37% 24%
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4.3.4. Ratio analysis

4.3.4.1. Conclusions based on main ratios

As stated by Burnes, Sale and Stefan (2008), ratiogide a concise and systematic way to
organize the enormous quantity of data containefihamcial statements into a framework that
creates meaningful information.

Ratio analysis should always be taken and performid special care, must be observed
thorough time as well as to take main competitosiadustry standards into consideration.

As said by Patrone and DuBois (1981), “studies hslvewn that ratios have some value in
discriminating between failed and successful firhmsyever, that does not mean that these same
ratios can successfully discriminate among varyegrees of profitability within the group of
successful firms” (p.2). This practically pointsttee conclusion that ratio figures can be used to
understand business and draw decisions; still doeyot provide answers to all questions as they
have their limitations which must be understood.

Jones (2006) distinguishes six types of ratios Wwhiover six main areas of business:
profitability, efficiency, liquidity, gearing, cadtow, investment.

Let us start wittProfitability ratios.

Table 4: ROCE
PROFITABILITY RATIOS GfK
Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012
ROCE
Profit before tax and loan interest 12,558,000 21,177,000 3,568,000 22,712,000 34,714,000 37,748,000
Long term capital employeed (capital + long term loans) 34,425,000 35,100,000 57,245,000 65,232,000 77,551,000 89,750,000
36% 60% 6% 35% 45% 42%

As stated by Jones (2006), ROCE (Return on Cagpitaployed) represents how effectively
company uses its capital employed, i.e. what igrnetvhich business earns on its capital.
Fluctuations throughout the years are caused byabbveconomic crises are typical for GfK as
well as it's competitors on the Serbian market.

Net profit ratio leads to the same conclusion.

Table 4a: Net profit ratio

GfK

Y 2007 Y 2008 Y 2009 Y2010 Y2011 Y 2012
NET PROFIT RATIO
Net profit before taxation 12,558,000 21,177,000 4,430,000 24,263,000 33,436,000 39,288,000
Sales 152,406,000 187,353,000 143,835,000 193,891,000 256,448,000 288,526,000
8% 11% 3% 13% 13% 14%

Usual profit margin for this industry is from 8% 1@%. Crises caused reduced profit margins in
20009.

As stated earlier, operating income is the mosbitamt business parameter in global marketing
research industry. By observing this indicatorcan be seen that GfK managed to keep the
business rather healthy.
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Table 4b: Operating result ratio

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012

Operating income/loss 12,558,000 21,177,000 8,454,000 19,691,000 35,153,000 37,385,000

sales 152,406,000 187,353,000 143,835,000 193,891,000 256,448,000 288,526,000
8% 11% 6% 10% 14% 13%

Efficiency ratios may point to effectiveness of the businvesieh represents an indicator
of long term company health. Still, by being unimfie@d observer and looking to only one ratio,
for example Asset turnover ratio — which scalesfth95 to 3.30 in GfK, one may conclude that
GfK is extremely efficient company. But, again,drder to draw realistic conclusion, one must
understand specifics of research industry: fixesbts(which are in some industries of very high
value) are rather of low value (hardware and saftware getting cheaper) and not of primary
importance in sales of human knowledge like in ratiniy research industry.

Here is detailed overview of Asset turnover ratio.

Table 5: Asset turnover ratio

GfK

ASSET TURNOVER RATIO Y 2007 Y 2008 Y 2009 Y 2010 Y2011 Y2012

Sales 152,406,000 187,353,000 143,835,000 193,891,000 256,448,000 288,526,000

Assets (TOTAL)* 46,171,000 61,173,000 73,649,000 89,144,000 122,596,000 118,494,000
3.30 3.06 1.95 2.18 2.09 2.43

Still, a general trend of decline in efficiency &g influenced by crises) can be seen.

In marketing research industry Sales per numbeeroployees (in Eur) is usually used as
efficiency ratio. Sales per employees vary from088, (in crises periods) up to 63,500 Eur (in
period of high expansion).

Table 6: Ratio sales/number of employees.

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y2011 Y 2012
Sales/ 152.406.000 187.353.000 143.835.000 193.891.000 256.448.000 288.526.000
Number of employees 32 36 34 38 42 43
Sales per employee in RSD 4.762.688 5.204.250 4.230.441 5.102.395 6.105.905 6.709.907
Sales per employee in EUR 59.470 63.537 44.947 49.303 59.786 58.911
Exchange rate (average) 80,09 81,91 94,12 103,49 102,13 113,90

Liguidity analysis:

As mentioned earlier, GfK faced a light problemhniguidity due to the crisis, and used the
opportunity to take long-term internal loan in 2q@&urned it in 2010).

Trade payables are very important for marketingaesh business since main suppliers are
dominantly people: interviewers’ network composétteelancers. Payments on time are directly
connected to quality of their work and there ispMew flexibility with this type of liability.
Therefore, very important information is if compaayable to cover all trade receivables in short
time (one month), i.e. from cash at account.
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Table 9: Ratio Trade payables/ Cash and cash dquotsa

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012

Trade payables 3,161,000 7,017,000 2,710,000 1,024,000 14,333,000 4,931,000

Cash and cash equivalents 16,024,000 11,510,000 22,393,000 30,497,000 15,129,000 39,201,000
20% 61% 12% 3% 95% 13%

In order to have a full picture over liquidity aiaf all short term (current) liabilities must bkea
into account. GfK could immediately cover all cunréabilities by available cash in all presented
years, except in 2011, due to the liquidity prokdeai two big GfK’s clients and therefore-
differed payment.

Table 10: Ratio Current liabilites/ Cash and caglivalents.

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012
CURRENT LIABILITIES 11,116,000 25,525,000 16,404,000 23,912,000 45,045,000 28,744,000
Cash and cash equivalents 16,024,000 11,510,000 22,393,000 30,497,000 15,129,000 39,201,000
69% 222% 73% 78% 298% 73%

Gearing should be also taken into account to understamd rigky composition of sources for
financing a business is. It shows relationship ketwiong term borrowings and long term capital
of the company. As previously mentioned, GfK Betlgadecided to take a loan in 2009, to
protect the company from liquidity crises, but mgtit in risky position as gearing ratio was
52%.

GEARING GfK
Y 2007 Y 2008 Y 2009 Y 2010 Y2011 Y 2012
Long term borrowings - 19,511,000 5,275,000 15,696,000 17,058,000
Total long-term capital 34,425,000 35,100,000 37,734,000 59,957,000 61,855,000 72,692,000
0% 0% 52% 9% 25% 23%

Cash flow analysis will not be shown since there is no infation to support it (no cash flow
statements at disposalpvestment analysis is considered to be less relevant dualready
explained reasons (low value of fixed assets inketarg research industry). Unfortunately, ratio
analysis and financial statements do not show lingzbrtant investment for marketing research
industry — that is investment in training of peoflairrent accounting practices lack the ability to
treat real assets as assets (for example, in kdgeléndustry, people are real asset, not
machines). By treating people as expenses and nechs assets, accounting of industrial age is
not following transfer to knowledge age and themefbeing not very helpful to managers of

knowledge companies (Covey, 2006).
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4.3.4.2. Risk evaluation based on ratio analysis

As seen from the previous chapters, marketing reseéadustry has its own specifics, for
example: no need for fixed assets of a high vallmost no inventory as it is service industry.

Falk and Heintz (1975) try to evaluate financiaks for investors taking into consideration
industry specifics as they significantly influenfirancial positions. In order to describe the
industry, they used several ratios. Some of them ar

1. Fixed assets to total assets:

Table 12: Fixed assets/ total assets

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012
Fixed assets 4,258,000 6,466,000 5,199,000 4,574,000 8,252,000 9,605,000
Total assets 46,171,000 61,173,000 73,649,000 89,144,000 122,596,000 118,494,000
9% 11% 7% 5% 7% 8%

The authors (Falk and Heintz, 1975) concluded Higth ratio would suggest a product with a
relatively high unit cost and long production cycleurther, given the specialized nature of fixed
assets in any given industry, it is more difficitadapt and to convert to alternative products or
production methods from a heavier fixed asset b§s&64). Therefore, these authors claim that
lower ratio means higher flexibility, i.e. loweski. Industry standard is about 10%.

1. Average total assets to sales:

Table 13: Total assets/ sales

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y2011 Y 2012
Total assets 46,171,000 61,173,000 73,649,000 89,144,000 122,596,000 118,494,000
Sales 152,406,000 187,353,000 143,835,000 193,891,000 256,448,000 288,526,000
30% 33% 51% 46% 48% 41%

Falk and Heintz (1975) concluded that this ratioveh production characteristics in the sense of
the asset base necessary to generate a givervehla®: “A higher ratio would be indicative of

a need for a heavier asset base per output amdfdhes a higher risk situation”. Industry average
is about 38%.

1. Total debt (long & short term liabilities) to equit

Table 14: Long & Short term liabilities/ Equity

GfK

Y 2007 Y 2008 Y 2009 Y 2010 Y 2011 Y 2012
Long & Short term liabilities 11,745,000 26,073,000 35,915,000 29,187,000 60,741,000 45,802,000
Equity 34,425,000 35,100,000 37,734,000 59,957,000 61,855,000 72,692,000
34% 74% 95% 49% 98% 63%

The higher the ratio, the higher is the risk fa tompany, as concluded by the authors.
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4.3.5. Conclusions based on financial analysis
GfK Belgrade is subsidiary of one of globally leaglimarketing research companies. It is obliged
to respect not only local regulations but also t&tipns valid for company in general, as its
financial statements are consolidated into groagestents.
When analyzing GfK’s local financial statementsnsdanteresting observations can be made:
- Most of business parameters were influenced bsgrideclining trend in investments,
decline in sales and profitability, growth in ligity risk and growth of other expenses
(as reflection of receivables at risk), declinefficiency;

- Main fixed assets for research industry (due itaingd are software and hardware; no

other fixed assets are needed to have excellenndustry;

- It was much smarter decision to take long term loatead of deciding to leave the profit
into the company, as it proved to be cheaper wdinahcing (due to significant decline

in local currency value);

- GfK seemed to deduct payments at risk already BO©2Qiquidity risk is growing in
marketing research industry due to growth of treeivables. GfK proved to be able to
serve its liabilities.

4.4. Implications of Kotler's trends on GfK and market research industry in general

As we previously explained, Philip Kotler examirtd major trends and forces that are changing
the marketing landscape and challenging marketitigategly. We look at five major
developments: the uncertain economic environméstdigital age, rapid globalization, the call
for more ethics and social responsibility, anddghmwth of not-for-profit marketing.

But, how all this trends effect on market reseanclustry?

4.4.1. The uncertain economic environment

As we previously stated, after a decade of ovedipgn frugality has made a comeback. In
response, companies in all industries have aligimeit marketing strategies with the new
economic realities. More than ever, marketers arghasizing thevalue in their value
propositions.

42



During the years of crises, marketing researchstigiuvas the only branch of marketing with

increasing budget/sales. This is due to the faat the are facing with more demanding

consumers willing to spend less money. Implicatbthis trend is huge for companies. They are
trying to get know the new customer and find s¢edahffluent customer (willing to spend more),

which means investment in marketing research.

4.4.2. The digital age

The digital age made a huge difference in all phasenarketing research process, starting from
defining the problem and research objectives, dgney) the research plan, implementing the
research plan, and finally interpreting and repgrthe findings.

4.4.2.1 Digital age and defining the problem and resealgjbatives in MR

Having in mind increase of digital marketing arslpbwer on customer, we are facing with new
challenges in defining the problem and researchabives. The growth of digital channels and
connected devices is empowering consumers now thare ever, to be in the steeringseat of
their brand choices. The straight-line path to mgka purchase is now a thing of the past -
whether a simple household cleaning product orgh lind purchase such as car. A typical
purchase process can now easily involve multiplee s, using any combination of information
from ads across devices and channels, social natwgsites, internet searches as well as in store
advice and word of mouth. Already, 52% of smartghowners use their mobile while in store to
obtain further information for an imminent purchasbese changes have profound implications
for brands which can no longer rely on traditionhannels alone to get a message across and
interact with the consumer along a journey. Manigféee some fundamental decisions such as
which digital channels to invest in and then howsth investments should impact use of
traditional channels. Then it is about evaluatimg éffectiveness of those decisions.

On the other hand marketing research industrydaave:
» An experts who would be able to define the probdem research objectives properly
» Solutions that will provide information what custera do and why in the digital world

Marketing research experts need to understandats&umer already existing in the digital space,
they have to understand what works and what doarat,to have the necessary skills to fully
exploit this space.

It is very important for companies to understandvhmnsumers find and experience digital
marketing touch points, and how they impact thepeetations, motivations and attitudes of
consumers.

At GfK we understand how digital has changed theisien making landscape and how
important it is for brands to embrace the way caomxs engage with them today. We are able to
define the objetives and provide an answers oman&w problems that companies are facing in
the digital age.
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Figure 11, Challenges that GfK address

Our unique research solutions utilize big datanéples in an intelligent way. We ask, observe
and listen to digital consumers to build a complatderstanding of what they do and why. But
understanding the digital consumer in isolationasenough. We also need to consider the wider
environment, and the role of digital within it,traly deliver on the challenges that marketers face

today.

GfK is trying to differentiate with:

Specialist global teams drawing together digitatkeing and sector expertise
We see ourselves as best in class technology, eaerpdvay Nurago (aquisition)
Offering unique research solutions combining betiandl, observed and attitudinal
data

Providing innovative analytical techniques led loy team of digital scientists
360° understanding of consumers in traditional digial environments

The table bellow shows the GfK’s solutions, as aswaer to the digital age.
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Figure 12, GfK’s Digital Solutions portfolio
4.4.2.2 Digital age and developing the research plan in MR

Digital age brought many changes in the phase wéldping the research plan. We already
mentioned usage of commercial online databases isednet search engines in gathering
secondary data.

But, what about new opportunities in primary dailection? We mentioned observational and
survey research approaches. Development of digiale some improvements in both of primary
data collection approaches.

Observational researchinvolves gathering primary data by observing retévy@eople, actions,
and situations. Observational research can oltéannhation that people are unwilling or unable
to provide. But on the other hand, observationabaech takes a lot of time of researcher to
analyze data, especially in case of
guantitative research. New a
brought us a lot of new software’s,
which give fast and accurate
information and save a lot of time of
a researchers. For example, shoppé: &
studies became very popular due t \
more and more complex customer'g
behavior, decreasing loyalty and theg
fact that more than 70% purchasq
decisions are made in store (in cas
of FMCG products). Along with
shopper research, shop efficiency i
very important as well. But, we
already mentioned time consumed
data analysis. How the digital
changed the situation?

Figure 1., Video observation in the superma
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For examplesoftware made by Quividises a simple video sensor to count a passsqes, to
know the footfall in key places. At the same timeftware alloud estimation of age and gender
distribution. Exaple of outputs are given on thetynies bellow. By doing such data collection
and processing, researchers are a lot more efiaightcan focus on data analysis, conclusions
and recommendations.
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Figure 14. Traffic distribution in hypermarket Figure 15. Heat map

The same technology is used for audience measuateimeorder to measure out-of —home

communication: from digital signage networks, taditional POP materials and posters. Quidi
uses proprietary image processing technology totcactual viewers and overall opportunities to
see (OTS) while accurately measuring attentiongiared dwell times and estimating gender and
age distributions of the audience. This set of itefs made available in real time alowing the
precise analysis of a communication.Examples afli®fom this solution are below.
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curr, Viewers: 19
T
Totals:

Figure 16, Example of Quividi result - Automatedimation of age and gender of the audience

Picture 5, Example of Quividi result - Automatemlint of number of communication viewers, ratio begw total
number of people and people who paid attentiorhercommunication, as well as average attention
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Because of it's limitations, researchers often abservation along with other data collection
methods. These methods are today more often retatdtle digital, ensuring accurate data
collection and validation of the results gain byelvation. Ethnographic research is very often
combined witheye tracking surveyDuring the survey, respondent is wearing glasaésch
records respondent’s look and Allows to learn @m&lgi HOW and WHERE the respondent is
looking. Glasses, that respondent is wearing, peouinobtrusive research technology that
prevents negative or misleading reactions in aweald environment, thus ensuring the validity
of the research.

Eye Tracking is useful to:

» Identify specific elements
that catch the attention of
respondents

* To know for how long it
catches the respondent’s
view

» Evaluate key Visuals of
communication elements:

packs, advertising, etc. : Y e
» Know the itinerary, the -

route in certain spaces. . -
« Determine whether the Figyre 17, Tobii Eye tracking glasses

interviewee is only
glancing or looking more intently.

In combination with interviewing and observing, elyacker can provide very useful insight.
Another benefit of using eye tracking survey isiriomatic data aggregation, leads to immediate
analysis and visualization. As a result, we hawastitally cutting down on data coding and
interpretation, saving hundreds of hours of redeats work.

Many surveys are based on customer behavior in letetpvirtual environmentFor example,
Web based virtual stores created based on ,bstdees layouts/floor plans. This is a cost
effective and fast way of carrying out shopper aesle. Example is on Picture 7 bellow.

equmec\ g_ e [
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“Neuromarketing”is a broad field for marketers in future. GfK duced recently EmoSensor
and EmoCapture methodology, while Millward Browreagy has Affectiva methodology for
automated facial codding, but it is not fully-exgd and developed field yet.

The Millward Brown Affectiva enables:
» Recording respondent’s facial expressions to mantdgetimulus
» Automatically code them for emotional and cognititates

» Diagnose emotional reaction, moment by moment,owitinelying on verbal report.

HOW THE SYSTEM WORKS

. o

Panelist tums on Facial features Facial expression Expression Emotions
webcam identified recognition aggregation and experienced
analysis

THE SYSTEM WORKS SIMPLY AND QUICKLY AS PART OF A
STANDARD COMPUTER INTERVIEW

& MillwardBro

THE SYSTEM CODES FOR AN ARRAY OF EXPRESSIONS THE REAL POWER COMES FROM THE INTEGRATION WITH SURVEY
RESPONSES

a

1 [
i offecivo, /  EEETE®  ssann & Millward
= g

DIMENSIONS OF

EMOTIONS Results from facial coding

RESPONSE are interpreted alongside
@ Enjoyment § Expressiveness Link™ findings into an
A (Engagemen) interactive dashboard
&/ Confusion/ Dislike
an Valence
(Net Positivity)
1 Surprise
Attention
ﬁ Disgust p (Concentration on task)
& Millward

& Millwardi

Figure 18, Millward Brown’s Affectiva Solution
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Survey research Philip Kotler mentioned Competitive marketingelligence as a systematic
collection and analysis of publichvailable information about consumers, competitansgl
developments in the marketplace. In our digital, agenpanies can routinely monitor consumers’
online chatter with the help of monitoring servicésday, social media make it easier than ever
for people to share to have conversations and ssitreir opinions, needs, ideas, and complaints.
And they're doing it with millions of blogs, tweetgideos, and commentiily. Marketers face
the difficult task ofsifting through all the noise to find thgems about their brands. Special
softwares and platforms provides for real-time rtanmg of consumer mentions of the company,
its brands, relevant issues, and competibarsillions of blog posts, viral

videos, reviews in forums, sharing of photos, amittér updates.

But, there is also a need for surveying online biehaf targeted audience. The question is what
is behind the customer’s online behavior. At Gfe have global panels that bring together
offline behaviours with observed online activitydaattitudes to capture all dimensions customer
behaviour. This panel supports many of our digs@utions. Beside the consumer panels, we
have also ConnectedLife panel - a specialist pdmalised on cross-device measurement with the
specific purpose of measuring the relationship betwmobile and fixed internet browsing. This
panel provides a complete web browsing pictureasd honsumers behave on the internet across
both fixed and mobile.

Our aim is to help clients understand the digitaisumer in a digital and integrated way.

360° evaluation of

: Research & Advertising Measuring the efficiency &
bl 4 Purchase Exposure & effectiveness of online (& offline)
purchase journeys Journeys Brand | advertising

.................................................................. | Interaction

— |

Client Need/Focug

b Digital Digital Qualitatiy
\ Eerenice Lifestyles : o
Evaluate website & Online and Online qualitative research
experience and purchase . purchases Interaction software built for today's social
conversation rate N media
i b culture

Figure 19, GfK’s Digital Market Intelligence appich
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Single source platforms

support our solutions and m :
ability to provide powerful Acquaston & Tracking Artitudinat
analytics combining v Data

behavioural and attitudinal

data Longitudinal Nurago Adhoc surveys
. survey data on LeoTrace capturing
Brand and delivers total drivers of and
Product online actvity attitudes
Acqguistion towards

touchpts

Single source data combining online, offline behaviours
wfthatut:.ldrnaldalaincapture dimensions of the

Figure 20, GfK’'s approach — combination of behealiand attitudinal
data

Presence of consumer panel and such a platforniderog huge possibilities. Some of examples
are:

» Understanding which competitor brands your cust@amegularly interact with

» Media Planning — identifying which online charsgbu need target to reach specific customer
sets

» Measuring the impact of cross media campaignsunchase consideration

Having in mind increasing usage of internet aloridpWigher digital marketing exposure, online
touch points have influence on customer decisiokimgaprocess more than ever. Google
emphasized the role of online in the consumer jeyfnom research to purchase, by launching
the Consumer Barometer tool (availablevomw.consumerbarometer.cdnTo better understand
this journey, the Consumer Barometer provides imsigto past purchase behaviors and, as well
as a perspective on how consumers interact withirtte¥net as a source of information for
informing purchase decisions. The survey condute2D12 included 39 countries all over the
world, revealing the similarity and differences thfe consumers’ decision-making process
worldwide. In 2013, Consumer Barometer researchudteal the biggest markets in Adriatic
region— Serbia, Croatia and Slovenia.
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The Consumer Barometer provides insight
into how consumers use onltne ﬂnd offline
information sources in their
purchase process.

P | Watch the video
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Figure 21. Consumer Barometer tool

Except the differences in consumer decision-makdgoss different countries, Consumer
Barometer revealed the second layer as well — rdiffees in specific industries/products.
Research showed different approach of consumeheidecision-making process in the surveyed
industries:

e Retalil

» Technology

e Groceries & Healthcare

* Automotive

e Media & Entertainment

o Travel

* Finance & Real Estate

Specific topics that Consumer Barometer cowerghar éollowing:
» Purchase behavior (online vs. offline)
» Research behavior (preferred way of research, dsvimr online research, usage of the
search engines)
» Research & purchase behavior
« Consumer Attitudes towards digital channels indhesumers’ decision-making process
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Figure 22: Consumer Barometer tool — specific ®pic

In general, Google’s Consumer Barometer gives ar gecture of the growing power of digital
communication channels and opens new questions nfarketers. Marketers face some
fundamental decisions such as which digital chanteeinvest in and then how those investments
should impact use of traditional channels. Thés dbout evaluating the effectiveness of those
decisions.

GfK also recognizes the importance for companiesunderstand how consumers find and
experience digital marketing touch points, and hlogy impact the expectations, motivations and
attitudes of consumers. Marketers and researcharges the world are increasingly interested in
changes in consumer decision-making, particulanlyconsumer journey. But, what is their
definition of consumer journey? It is a model whidbscribes the theoretical customer journey
from the moment of first contact with a brand te tlitimate goal of a purchase. Why it is of such
an importance nowadays? Because the digital ragalditas changed the consumer behavior in
general, making the consumer journey more and roomgplex. Complex consumer journeys
have constituted new marketing challenges. Margeter facing diverse questions:
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- Where does the journey begin and how?

- Information needed? When? Where (offline vs. ontri&/hat?

- Role of: Search? Advertising? Review sites? Saouidia? Producer? Retailer? Mobile?
- How are products and services selected?

- How are products and services purchased?

- Is this process spontaneous or planned?

- What disrupts journeys and changes the end result?

How to tackle all these challenges? Marketers asdarchers are trying to follow the consumer

journey to understand what happens from trigggui@hase. The picture below shows the way
that consumer journey is seen by researchers frarkanresearch agency GfK.

=

Contact with touch points
B . i | A
. r 3 .‘ OO
o el M
AL thityY i)
:\ i s | M ” ” "
ﬂéﬁ-\.\g‘i ‘!‘?«L—ﬁ

Figure 23: Consumer journey- process

By using this approach, GfK provides 360° view afuy target market's purchase decision
behaviour :

» Identifing expectations, motivations and brand preference®f purchase intenders
during theirresearch and purchase procesand explaining the behaviour displayed
when visitingtouchpoints on- and offline

» Comprehensive understandinghafw purchase journeys are structuredandhow they
impact the purchase

» Identify which touchpoints are the key in your metrkand category and how your
performance benchmark against the competition.

» Evaluate these touchpoints and how consumers gatf@mation and buy products
(both online and offline).

e Learn what happens in whigthasein the decision making procesghen and whydo
consumers turtwhy?” to“which” ?

» Helps underpin communications and marketing plaith veal understanding of how,
where and when touchpoints are experienced.
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As an answer to the complex consumer journey, mharksearchers have to adjust their
methodology approach in order to provide holisiiew of the target market's online & offline
behavior. It can be done only by bringing togetitétudinal, emotive and behavioral data:

» where they go for information, advice & reviews

« what advertising they have been exposed to

 and the influence these have on PURCHASE DECISION®)in the context of a
competitive environment

GfK’s methodological approach is to integrate deden the survey with the behavioral data.

Survey Behavioral

Stated
Recall

What consumers
think

What consumers
do offline

Passive
Observed

What consumers
do online

What consumers
actually see

Figure 24: GfK’s methodological approach for Consufourney survey

But, how does it work? In such cases, survey cabaditased on offline or online touch points
only, but on both — bringing together attitudirehotive and behavioural datafK’s
PurchaseJournegx. provides 360° view of target market’'s purchdseision behaviour. With

®
combining observed online activity from our LEO®asoftware with offline diary and other
survey data we capture attitudes as well as oalitkoffline behaviour amongst consumers about
to undertake a ‘purchase journey’.
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Figure 25: Consumer journey - GfK’s approach

Business outcomes are again related to compreheresalts:
» Optimize customer conversion and retention to imemOI.
» Identify key influential complementary and compgtwff- and online touchpoints in the
purchase decision process
» Comprehensive understanding of how and why conssigegher information, and buy
products (both online and offline).

* Input into marketing communication decisions, inlihg messaging, media placements

and cooperation
» Competitor intelligence: learn from competitor stggies and shape proactive tactics

7%

u Offline
Where did people 2 onl
buy,; nline
n =xx panelists, Final survey: “Wheredid you buy your . 2
,How important do you consider the research ... ©
18

people
Online and @ Very important Partly important Not important
offline

n=xx panelists, Online: Measured | Offline claimed in periodic/final survey n =xxx panelists who answered the final survey

Figure 26: Example of results - Usage and crossoetveen online and offline
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P
(@) ]
@) = @) A~ 4
f . e Avg number of different Avg number ofvisits in Totalavgtime spenton
Reach of website categories Share of visits websites visited the category the category (in min.)
Brand site 70%
. 9 3.6 23 67
Search engine 63% 3%
Comparison site 1.2 1.7 6.2
. 2.4 9.3 38.5
Retailer s
2.6 4.9 27
Information portals
1.9 4.5 16.1
Social network 1%
Category X 10% 1.2 2.6 4.8
9% 2.3 2.3 3.1
Category Y 5% 1
1.1 11 1.2

Figure 27: Example of results - Usagfeonline touchpoints

PHASE 1

‘77PHASE3

:77PHASE2

29% 29%

m Brand site Search engine
u Comparison site  m Retailer

Information Portals ®m Social network
= Category X = Category Y

Figure 28: Example of resultd¥ebsite usage in different phases of the reseandeps

Personal word Expert/User Formal General Market  User Generated
of mouth Review Communication  Awareness Need

|

n_4
(1) [v) o o o
31% 14% 15% 61% 24%

Heard about it from Expert review Saw an advert for it Saw it in a shop Need to replace another
Friends & Family Saw a deal/promotion  Saw it on a website Better than my current ...
Friends & Family User review too good to miss Saw a news item Wanted it for specific
recommended | get one tasks

. , Know it to be innovative
| tried someoneelse’s
and wanted one It's the latest must-have

Figure 29: Example of results - Initial trigger: Ahnfluenced people to want to buy a...?
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For sucessful media planning it is neccessary tterstand which formats/channels provide the
greatest effectiveness to the campaign. Undersdtandto use digital more effectively for future
campaigns in combination with offline media is evemore challenging task. GfK’'s
ExposureEffects.dxis an easy way to measure the efficiency anad®@fness of digital only or
cross media communications. It covers all digitalch points — digital advertising campaigns,
digital infrastructure (e.g. product website, Yob&whannel) and digital search investments (e.g.
AdWords) and combines actual exposure with surteysovide both behavioral and attitudinal
leanings. This ensure full effectiveness measuréwfegach channel and overall campaign. With
this solution, by combining survey research anctidlesd software, we can get deeper insight
into consumer attitude towards communication.

But, it is often a case that we need broader ihsigimsidering different target groups and
effectiveness of advertising. Analyzing the dempgra and other structural data of panelists
with campaign contact, we can show where the cagnpaached the required target group and
how efficiently the target group was covered on tliferent websites GfK's
Audienceprofiles.dxcan give us an answer on different questions:

1. How well did individual ad formats reach the reeditarget group?
2. How well did specific campaigns or creative redshtequired target group?
3. How well was the required target group reachedsacvarious countries?

Today, it is very important for brands to reacttiome and make an appropriate improvement of
digital campaigns. Our unique platforimestore.dxmeasures in real time the effectiveness of
your digital ad campaign in the same footprint akne ads appear. We offer key diagnostics for
in-flight improvements and recommendations for maladvertising campaign — display, video,
mobile, and social. By collecting brand-centric rnost — including awareness, favorability,
message recall and purchase intent — this techyolwgvides advertisers, agencies, and
publishers with on demand, directional results. SEhenable gauging performance against key
metrics continuously and to make changes to yompeagn in-flight.

Having a bad advertising is very “expensive” fommanies. Pre-test of advertising campaigns is
a common thing in previous decades, but the novekypre-test of digital advertising. GfK’s
LiveSimulation.dxMeasures the effects of ads or ad platforms witlaitural media usage in the
live environment due to simulation of ad exposuaesprding to predefined experimental
designs. It can:

e Simulate all formats of campaign before you comymiir budget to media owners

» Gain strategically relevant insights into mediatfodio and optimize its effectiveness

» Receive disaggregated insights by placement, lagogiative execution and optimize
your digital ad diversification

* Include TV measurement or OTS surveys in orderv&duate cross media evaluation

« Combine actual exposure with surveys to providé bathavioral and attitudinal learning

Experience optimization of the websites is the nex¢l of examination of consumer experience
with digital touch points.GfK’s SiteObsurvey.dx provides easy evaluation of website
performance by:

» Tracks natural usage of website; in depth and ntmsive

» Combines usage data with user intentions and aetiieh
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» Defines the actual profile of site’'s Audience
* Isolates attributable effects of a website on ttzend

Business outcomes of this survey are related to :

1. Consumer Understanding: Understand the goals péapke when visiting your site and
how this influences behavior

2. Site Effectiveness: Understand whethersite is achieving the goals, and if not, where
the key pain points exist

3. Site Optimization: Optimize the jourrtyough your website, reduce pain points and
minimize barriers to the meeting opestations

4. Purchase Uplift: Improve sales conwarsates

Digital age brought some changes in qualitativeaesh, as well. Philip Kotler wrote about
online focus group<fK’s SocioLog.dyroduct is a research tool which combines thditytaf

our qualitative online research in a consistenbpgl approach. It represents the next digital
generation of classic qualitative research techesgguch as group discussions, diary recording,
in-depth interviewing and accompanying monitori8gcioLog.dx is an online platform on which
project-related moderated online communities areegged. Research participants are also free
to blog, chat, give ratings, record comments omotontributions, look at videos and designs or
upload content of their own in a closed environm&hese applications may be used individually
or in combination, depending on the design of treey.

Figure 30, GfK’s SociolLog.dx.
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As consumers’ purchase decisions are increasinfjlyeinced by exposure to brands in the social
media environment, investment in social media cw@s to rise up the agenda for most
marketers. Social media analysis is a part of affenost significant marketing agenci&cial
Media Analysis (SMAmeans the identification, observation, and anslysdi social media
content for the purpose of market research.

Analysis” is the broader term. That's everythingnfr interpreting a current snapshot, to
analysing a mass of historical content, or trackuegtain indicators on a rolling basis.
“Monitoring” can be seen as a special case of “fgial where the main interest is in change —
often carried out in the early days of SMA as teak tracking of headline ‘buzz’, and picking
up early warning of a reputational crisis, or a By success.

Social Media content need not be restricted toftibat ‘users’. Sometimes it is important to pick
up editorial content — appearing in social medranfats such as blogs — and to track its spread by
online word of mouth.

The most common image today is that of buzz antirsent tracking against events. GfK use

social media mining to collect and analyze conu@sa about the brands and products, enabling
us to explore consumer needs, trends and readtiomgents or marketing material. In addition,

our online behavior tracking collects actual socdi@dia usage information alongside other
patterns of browsing.

These outputs can then be integrated into insigim fa selection of our other research sources,
such as media research and consumer panel data.bfdadth of knowledge enables us to
produce insight on your brand’s social media presenithin the context of prevailing digital
trends.

4.4.2.3. Digital age and implementing the researghlan in MR

Kotler mentioned that researchers should watchebjde make sure that the plan is implemented
correctly. They must guard against problems witkracting with respondents, with the quality
of participants’ response, and with interviewers owmake mistakes or take shortcuts.
Researchers must also process and analyze thetedlata to isolate important information and
insight. They need to check data for accuracy amdpteteness and code it for analysis. The
researchers then tabulate the results and comiatitetisal measures.

Today, in a digital age, most of previously desedilsolutions are based on respondent — device
relationship, which excludes the interweavers’ eneg and improves the quality of participants’
response. At the same time, automated data codihgpaocessing improve effectiveness of MR.
Different devices are used today for data collectleor example, in GfK Serbia:

 We have online panel with more than 8000 activai@pants, where respondents use
PC’s for completing the questionnaires. It allow tasuse all previously described
modern software solutions in combination with symg that bring together offline
behaviours with observed online activity and atkitsi to capture all dimensions customer
behaviour.
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* We have household panel consist of 1000 househm@dsgsenting Serbia’s household
consumption. We used diaries to track purchasecandumption in Serbia in the last 10
years, but this year we are introducing barcoderses for collecting data, as more
accurate an efficient method.

» We use notebook devices and tablet devices (gdrthm 2013) instead of pen and paper
for surveying on the field, which also improve a@my and effectiveness. Using the
advantage of mobile internet, it also allows unaditre control during the fieldwork not
after, which is especially important in case ofgtarsamples and long timeline for
collecting data. By defining the potential problethgring the fieldwork, it can inhibit
wasting of time and money.

* We have more than 45 lines in our telephone stadib special software which allow
real-time listening of the interview by a supervisoa client.

* We have glasses for eye-tracking survey and camBmadNPVO research (non-
participant video observation), which we often camebwith other methods of collecting
data for gaining the full picture of respondenthdsgor.

4.4.2.4. Digital age and reporting the findings iMR

Digital age changed the consumer, but also thentslief market research agencies. They are
facing new challenges powered by digital marketindg are looking for developed solution from
outsourced agency and consultants.

Clients often expect online reporting, which prasdavailability in any time and anywhere.
GfK’s Octopus web-based reporting provides secueb Wwosting, quick access to reports and
easy interactive table generation.
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Figure 31. Example of Octopus reporting

Having in mind necessity of on-time response toscomer needs, companies are oriented on
speed. Some of previously described software swisitisuch as Dimestore.dx, enable on-demand
reporting and real-time results allowing continugugauge performance against key metrics —
and making changes to campaign in-flight.

By real time or near-real time reporting, compamias react accordingly.

4.4.3. Rapid globalization

The direct implication of rapid globalization on rket research industry can be seen on
international marketing research which has groveméndously over the past decade. Kotler
mentioned that some of the largest research serviiiens have large international
organizations. GfK has offices in more than 100ntoes.

Whereas domestic researchers deal with fairly h@megus markets within a single country,
international researchers deal with diverse marketmany different countries. These markets
often vary greatly in their levels of economic depenent, cultures and customs, and buying
patterns. This makes international research vemgpbex and hard to navigate. But, as global
marketing grows, global companies have little cadiat to conduct such international marketing
research. Although the costs and problems assdaiatik international research may be high, the
costs of not doing it—in terms of missed opportiesiind mistakes—might be even higher.

4.4.4. Sustainable marketing

Most marketing research benefits both the spongotmmpany and its consumers. Through
marketing research, companies gain insights intswmers’ needs, resulting in more satisfying
products and services and stronger customer resdtips. However, Kotler defined two major
public policy and ethics issues

in marketing research: intrusions on consumer pyivand the misuse of research findings.
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GfK is a member of ESOMAR, an organization for ameging, advancing and elevating market
research worldwide.

The ICC/ESOMAR Code on Market and Social Reseastiich was developed jointly with the
International Chamber of Commerce, sets our glghbalelines for self-regulation for researchers
and has been undersigned by all ESOMAR membersadopted or endorsed by more than 60
national market research associations worldwide.

4.4.5. The growth of Not- for-profit marketing

Implication of this trend on market research industan be seen by number of projects
conducted for non-profit organizations.

In Serbia, marketing of non-profit organizationsi#l not developed. But, marketing research in
Serbia is often done for international organizatjosuch as UN agencies (UNOPS, UNDP,
UNHCR...), EU agencies (EUROFOUND...) and differentilcociety organizations.
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VvV MARKETING RESEARCH IN THE FUTURE AND OPPORTUN ITIES FOR
GfK

5.1. MARKETING RESEARCH IN THE FUTURE

A range of influences will shape the technologlealdscape in near future. Economic conditions
will continue to constrain growth, the emergence refw markets will present unique
opportunities and challenges, and our growing aaenectedness will further accentuate the
successes and failures of industry stakeholders.vilat will make the true change in marketing
research industry?

5.1.1. Mobile market research will be industry stadard

Kotler see mobile marketing as the future of marigtin general. Accordingly, mobile
marketing research is a future of marketing re¢eardustry. For marketing research and GfK,
the mobile digital world opens up many new fieldsasearch and consequently also many new
research approaches.

Mobile phones and smartphones have become an ieéspatt of everyday life. Mobile
technologies are completely changing the way weseam, the way we keep ourselves informed,
the way we behave and the way we interact. In anteGfK study in Western Europe, one
respondent stated: “ My smartphone is my TV, my P§,diary, my scheduler, my phone, my
email, my social networking provider, my calculatary eBay mechanism, my grocery shopper,
my Amazon access, my music player, my everything.”

Mobile marketing research will be based on inteaagtable devices, mainly on smartphones and
their successors. Smartphones are already ratlleispriead today and market penetration is set
to increase further as the devices are becomingpeheand cheaper. In Serbia, usage of
smartphones increased from 11% to 24% of all matlilene users just in a year, from April
2012-February 2013 (Source: Omnibus, GfK’'s synéidatstudy on nationally representative
sample). Consequently, market research companigs wieed to invest in specially developed
hardware as individuals carry their smartphone wh#tm at all times and already use it for all
sorts of things.

Smartphones are integrated into their users liges, it will therefore not be to difficult for
innovative and reliable market research to regpaitticipants for smartphones-based surveys.
Pure questionnaire applications and SMS-based yware no longer extraordinary.

According to Frederic Hallberg, Global Head of Melusage in GfK, in future, market research
will become quite used to working with the newesidkof digital data, which currently includes
geo data, so location information of both consunaerd retailers. This enables us to understand
which target groups are surfing the world wide vegbtheir mobile in order to buy an online
recommended book at the stationery bookstore arthendorner. Network centric data of mobile
internet usage will provide the census and theeeler the basis for any further market research
results. However, to achieve this, the market mesemdustry needs to develop common, self-
regulating standards for privacy and data protect®fK has been at the forefront, advancing
global standards through it's experts in differ&8OMAR committees. Furthermore, mobile
internet opens new markets where consumers coufshetiously be reached offline. For
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example, the rural population of Kenya lives famowed from traditional infrastructures such as
supermarkets, hospitals, banks, motorways and bamaticonnections. However, every second
Kenyan has a mobile phone at present and, by 2044stexpected to have risen to 68%(source:
GfK’s research and estimation). This means thatetlie major market potential for brands and

consequently also for market research.

According to the industry experts, in 2020 mobild e everywhere, data will be everywhere,
some markets will be mobile only and consequehtyshape of marketing industry will change.
Based on their opinion, the industry reports wilbw a different landscape in 2020 ( picture

XXX).

2012 2020

**Upto
$300bn

Mobile Mobile

Research <0.1 Research

Non Mobile Non Mobile
Research Research
* Estimates in $bn
** Based on qualitative discussions with industry leaders
Figure 31.

Source: GfK research for Lumi mobile — 45 qualitatinterviews (mixture of agencies, Client,
consultancy, technology on every continent), ov@®@Bquantitative interviews and desk research
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5.2. GfK’s opportunities in the future

Our clients want quick results and big insightse{heed new tools to deliver real competitive
advantage in our fast moving digital world. Andytleant the experience of working with us to
be enlightening and enjoyable. What does it meapdobusiness in the future?

GfK have to look for its competitive advantagesamms of quality, expertise and service. To
achieve this, we have to continuously improve ewémor details. Focus has to be on:

Innovation — Continuously working on groundbreakimgw solutions and tools that will
allow us and our clients around the world to gethfer and understand customers better than
ever before.

» Continuous training of employees — Training in mawthodologies and approaches as well
as marketing in general, in order to move empldyegsertise from data analyzing to more
needed consultancy

» Keeping scientific approaches and data protecti@fk-has remained true to its commitment
to scientific approaches and data protection. dimlsility and sustainability give GfK, and
also the clients, a considerable competitive edge.

» Global integration of strategies and competencies
» Social responsibility

Along with all previously defined opportunitie€sfK Serbia has specific tasks as well:

 Promotion of marketing research industry in SerbiExcluding global companies
operating in Serbia, the large majority of companéemd it's marketers are not fully
aware of possibilities provided by marketing reshatSystematic approach has to be
used for raising awareness of advantages thategaihed through marketing research.

» Fully exploit matric organizational structure oftGfor exchanging ideas, expertise and
best practice.

« “Pushing the market” - Educate clients in terms@iv trends in marketing, and
consequently new trends in marketing research.
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VI CONCLUSION

The Internet, globalization, and hypercompetitiore alramatically reshaping markets and
changing the way business is done. The problens, isggrnationally renowned marketer Philip
Kotler is that marketing has not kept pace wita tharkets. In today's world, customers are
scarce, and classic marketing needs to be decotesliuedefined, and broadened to reflect this
new reality. In this paper we described transforomall imperative for marketing — switching to
customer-ruled, digitaly-driven marketplace.

Digital is no longer new or ‘emerging’.Consumerseatly exist in the digital space and are

rejecting some traditional media.However, many canigs still do not appreciate the potential of

the digital marketing channels offered by the inétr Even for those that do, the challenge is how
exactly to integrate digital within the businessrgjside traditional channels. Tounderstand what
works and what do not, andto have the necessdty skiully exploitthis space.

In this paper we examined what are the implicatmms$oday’s major trends that Kotler described
on marketing research industry, consumers and éssiim general.

Starting from Kotler's definition of marketing artdends, and using the example of a global
marketing research agency GfK, we described mandgagsearch process in the modern theory,
modern practice and in the future. In this papercamfirmed the hypotheses, that we had on the
beginning:

e Changes in the marketplace have implications osumers and businesses.

» Changes in the marketplace have implications orketaesearch industry.

» The uncertain economic environment, the digital, ag@id globalization, sustainable
marketing and the growth of not-for-profit marketiare the trends that have implications
on marketing research industry.

» Digitalization introduced changes in all phasethefmarketing research process.

The focus on innovation and progress is a centnappnent of GfK’s corporate culture, ensuring
that the advanced technology and consistent quaflitye methods, tools and practice areas used.
That was especially important for this paper, hgvin mind the specific objectives of this
research.
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