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INTRODUCTION

My purpose In writing this thesis Is to acquaint 
the public with the field of marketing research which 

gives management the facts on which to base its product 

decisions.

Marketing research is a management tool which 

is increasingly important as the marketing management 

area becomes a more and more vital determinant of business 

success and failure.

Marketing research is a challenging, exciting 

field. In the opinion of many it is one of the last 

frontiers among business skills.
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CHAPTER I

THE ROLE OF MRKETIKG

Marketing is a vital part of modern economic 

society, yet it is little understood or appreciated by 

most people, SO are® in American business is more subject 

to criticism, ©uspicl*’ ., hostility and misconception.
So, let us examine the waning of marketing and 

its modern connotations, and from a practical realistic 

contrast to selling. Many persons believe the two terms 

to be synonymous. They are not.

Ho single definition of marketing has ever been 

universally accepted. A committee of the American Marketing 

Association has defined marketing as "the performance of 

business activities that direct flow of goods and services 
from producer to consumer or user.1*^

Professor Stanton defines marketing as ”a total 

system of Interacting business activities designed to 

plan, price, promote and distribute want-satisfying product© 
and services to present and potential customers.5’2

(K
William J. Stanton,York: McGraw-Hill Book”^^^ 

^Stanton, p. 5.
P«

1
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Others would say, it is almost easier to define 

it by saying what it omits rather than what it includes. 

According to Professors Brown, England and Matthews, if
V*

we except the major business activities known as production, 

finance, and accounting, it would scarcely be an exaggeration 

to say that marketing occupies practically all the rest 
of the business field.1

Prom this, it can be seen that the scope of marketing 

is broad. It embraces all business activities involved 

in getting commodities of all kinds, including services, 

from the hands of producers and manufacturers into the 

hands of final consumers.

The marketing process starts with a search for what 

the consumer needs. It continues with the creation of 

a product or service that will fill that need. It Is 

completed with the product or service and consumer being 

brought together in the market place through some method 

of distribution.

Nov/ let us consider sales, specifically selling. 

’’Selling” Is the process of disposing of goods or services 

generated by an enterprise to whomever is willing to pay 
for them.2

^Milton P. Brown, Wilbur B. England, and John B. 
Matthews, Problems in Marketing (New York: McGraw-Hill

• Book Co., i'96i, p .'17 ’

2"Specialists Chart Unexpected New Horizons,”
Marketing Insights, February 20, 1967, p. 20.
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Whereas marketing finds and fills consumer needs, 

selling disposes of plant capacity. Selling completes 

the marketing cycle. It is a vital part of marketing, 

without which nothing happens. But it is only a part, 

and it will be to his detriment if he concentrates only 

on selling and ignores other aspects of marketing.

Marketing is a relatively recent development; for 

many centuries people lived under conditions where marketing 

was almost non-existent. Since the dawn of time man has 

continually struggled against his environment to eke out 

a minimum existence. Usually he could not produce enough 

even for his own needs, let alone create a surplus to 

market. Mans wants were quite simple: food, shelter, and 

a few garments with which to keep warm. Under such a 

simple economic system, there was little basis for trade, 

since exchange can only come about through the production 

of a surplus.

In a few more fortunate places on earth, however, 

certain people were able to produce more than they consumed; 

immediately, marketing was brought into existence because 

these people now faced the problem of disposing of their 

surplus to their best possible advantage. That is, they 

had to barter with other groups that possessed a surplus of 

some product of which they were in need. Trade routes of

f amazing length were successfully established for such
products as amber, spices, silks, and salt.3- For the most

^■Richard Buskirk, Prineijalea. oT Marke t lr^g (New York: 
Holt, Rinehart and Winston, Inc., 1966}, p. 3,
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part, howver, marketing in thia era consisted mainly 

of transportation. The demand for such goods far exceeded 

the available supplies. The major problem was to produce 

a surplus and safely transport it to the place where it 

would bring the best and most lucrative trade. There 
was no problem of stimulating consumer demand or having 

to determine what the consumer wanted.

Such was the situation throughout most of historyJ 

the major problem confronting various societies was one 

of producing goods rather than distributing them.

In the eighteenth century, the Industrial Revolution 

and growth of the factory system provided new opportunities 

for trade. The development of new and better machinery and 

processing techniques increased productivity. This allowed 

for the production of commodities at lower prices. But 

still, the emphasis was on production because the economy 

could not begin to generate enough goods and services to 

satisfy the consumer demand*

Marketing as we know it today is mainly an American 

creation which has developed rapidly as our tremendous 

productive capacity exceeded the immediate needs of society* 

In the United States trade began in the seacoast towns, then 

moved inland. As settlers moved west there was less and less 

dependence on the industries of Europe. Production of 

finished goods in the United States began to increase and 

imports declined.

With the growth of railroads the market continued to
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spread. The number of manufacturing establishments grew rapidly. 

Their size and volume efficiency increased. By the late IdOO’s, 

many manufacturers realized that they were able to produce more

4 goods than retailers and wholesalers wanted. Some manufacturers
took a greater interest In the customer, and finding that 

aggressive selling and advertising could be effective, began 

to assume greater control over the distribution process.

They sent out salesmen and began to brand and advertise their 

products.

As productivity of the American economy continued 

to grow, marketers fitted products to the desires of different 

classes of consumers. They studied the quantities the latter 

bought. They designed attractive packages, made displays, 

and advertised extensively. They wrote stories which seemed 

to have no relation to the product, but which led up to the 

point they sought to emphasize. In short, they created 

circumstances conducive to increased application.

The expansion in the number and quality of products 

on the market and the creation of more interest in what 

customers want has led to many dynamic changes in the economy. 

Mass advertising and personal selling have become commonplace. 

Newer and more complex forms of wholesaling and retailing have 

developed to adjust to the changing market. Chain stores, 

supermarkets, and discount houses are everywhere. And, as
• mass production and automation become more widespread, and as

the technical research makes possible a multitude of new products 

now undreamed of by the consumer, marketing will continue 

growing rapidly in importance because mass production is
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directly dependent on mass markets and distribution.

Marketing Is an important function in modern

business. On the average, about §0 cents out of the total 
retail dollar go to cover marketing costs3 Between one- 

fovtrth and one-third of the civilian labor force is engaged 
in marketing activities.2 This includes all employees in 

retailing, wholesaling, transportation, warehousing, and 

communications industries, and all people employed in 

marketing departments of manufacturers, and in marketing 

activities for financial, service, agricultural, mining, 

and other industries classified essentially as nonmarketing. 

Moreover, the proportion of our total labor force that is 

gainfully employed in marketing has increased at a much 

more rapid rate than that employed in production* Between 
1870 and 1950 the number of people engaged in marketing 

activities increased more than twelve times. . This compares 

to a threefold increase in production workers during this 
same period.3 The great increase in marketing workers is 

a reflection of marketing1# expanded role in the economy 

and increased demand for marketing services.

During the last decade many businessmen have come to

^Stanton, p, 8. .

2Ibid*

■ 3kayburn I). Tcusley, Eugene Clark, and Fred E.
Clark, o£.MaEkgtin^ (hew York: MacMillan Co.,
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recognize that marketing is vitally important to the success 

of a firm. With the realisation that a business is a 

marketing organization, an entirely new way of business 

thinking and business life has been evolving. It is called 

the marketing concept, and it has developed as production- 

oriented firms have changed into market-oriented firms.

Business firms can no longer function under a 

philosophy which holds that the customer exists for the 

business. They must recognize that the customer is the focal 

point, and that the firm exists to serve him. The marketing 

concept is a philosophy of business based on the belief that 

all company planning, policies, and operations should be 
oriented toward the customers.1 Consequently, all company 

activities must be phased to determine what the customer’s 

wants are, and then to satisfy these wants.

This consumer oriented philosophy forces the 

business organization to align its actions with the mandates 

of the market. By so doing, management has faith that it will 

be properly rewarded by society. In comparison, management 

with a production orientation designs its actions to reach 

other goals, such as low production costs, or quick profits.

The automobile industry provides a classic example 

in the folly of production-oriented managements. Originally 

there were several hundred manufacturers of automobiles, 

the vast majority of which were completely production 

oriented. Of this mass of small production-minded shops,

^■Stanton, p. 11.
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all the companies which eventually succeeded had several 

things in common. They recognized the necessity for taking 

their product to the market and giving the consumer what 

he wanted. Interestingly, the Ford Motor Company first 

succeeded because it gave the car buyer what he wanted 

and later almost failed because it refused to obey the 
same consumer mandates.1 Henry Ford was production oriented, 

and only the strong administrative actions of his grandson 

saved the Ford empire. The basic reason for General Motor’s 

success has been its dedication to giving the consumer the 

car he wants to buy —it is a consumer-oriented organization.

^•Buskirk, p. 12
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CHAPTER II

THE NATURE OF MARKETING RESEARCH

Accompanying the growth of the modern marketing 

concept which is the recognition that the consumer is 

"king”; that all commodities and services must meet the 

consumer’s needs, wants, and desires is a growing recognition 

of the need for and values contributed by marketing research.

Formerly, and to a considerable extent today, 

products were produced on the basis of somebody’s ’’hunch” 

that they could be sold at a profit. The sales department 

was told that a certain volume of goods would be produced 

and that they must be sold within a specified period of 

time. Under the modern concept, the marketing department 

tells the production department ’’what” can be sold, "how much" 

with a specified period of time, and "at what price.”

With the reversal in viewpoint, marketing research has 

become the tool upon which management depends to provide 

the facts and information essential to the formulation of 

Intelligent executive decisions and policies.

There are about as many definitions of marketing 

research as there are active market researchers today, 

but they all have one thing in common: Marketing research 

is the arm of marketing that finds out things and thereby
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lays the basis for marketing strategy*3- It is concerned 

with the facts of what people buy, when they buy, where they 

buy, and most important, why they buy.

Research provides Information with which the 

administrator hopes to minimize the risks involved in the 

decisions made. Decisions should not be made in a vacuum.

They must be based on existing facts and on the realities 

of the markets in which the executive operates.

Marketing research, therefore, must be both 

analytical and highly creative. It must have the resources 

for accumulating all the new facts and data available 

from all sources. It must be able to observe current 

trends and project them into the future. Most important, 

it must be able to identify barely discernible, newly developing 

trends and forecast their future magnitude.

The marketing researcher, after testing his finds, 

must prepare a recommendations for marketing management's 

action.

Marketing research as a formally organized information 

gathering and analyzing unit is still a relative newcomer 

to American industry. But marketers have probably always 

carried on a certain amount of ’’do-it-yourself" research.

Even today there are small businesses in such close contact 

with their markets that their executives can obtain most of
♦

the information they need for marketing decisions through

1"Market Research: Key to Profits," Special Reports 
on Major Business Problems, Business Week, 1964, p. 7.
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first-hand contacts with final users of their products. 

However, the rise of mass production and mass marketing 

has caused growing numbeis of marketing executives to 

become more remote from their companies’ final markets.

Not only is there geographical remoteness, but there is also 

remoteness in the sense that many middlemen have been 

interposed in the distribution channels. It is generally no 

longer possible, expecially in a growing or already large 

company, for marketing decision-makers to communicate directly 

with final users.

The concept of marketing research as a management 

tool dates back to 1911, when the Curtis Publishing Company 

established a "Commercial Research Department" under the 

direction of C. C. Parlin, who is now often referred to 
as the founder and dean of marketing research.^-

It was not until the 1920*s, however, that sub

stantial interest in marketing research came into evidence. 

During this decade many research departments were established 

by magazine and newspaper publishers, advertising agencies, 
and manufacturers of consumer goods.2 In this era much was 

accomplished; but due to inexperience and unscientific 

methods, management was in doubt as to the value of marketing 

research as an aid in solving marketing problems.

As a result, when the depression of the 1930’s

3-Parker M. Holmes, Marketing Research (Chicago: 
South-Western Publishing Co". ,1960}, p. 1.

2Ibld.
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set in, many companies discontinued their research activities. 

Paradoxically, the A. C. Nielsen Food and Drug Indexes 

were established in the depth of the depression (1933-1934); 

and, subsequently the company has become the largest marketing 
research organisation in the world. 3-

Much progress was made in more effective application 

of marketing research to marketing problems prior to 

World War II, but the real "boom” came in the postwar years. 
The market research business has Increased from $20-million 

in 1939, to $400-million in 1964.2 This represents a 

twenty fold gain in twenty-five years. It compares with 

a seven-times rise for gross national product over the 
same period,3

The number of research establishments (outside 

research firms and research departments of companies) has 
gone from 110 in 1939, to 1,700 in 1964.3 In this same 

period the number of persons engaged in marketing research 
soared from 1,500 to 15,000.4

I-Iarketing research in American industry is in its 

Infancy; as a field in marketing, it is scarcely four 

decade© old. Many firms still do little that could be

^-Holmes, p. 1.

^Marketing Insights, ’’Company Research Units 
Leadership” (Chicago, November 6, 1965), p. 1.(mimeographed)

3Ibid,
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reasonably called marketing research, because it is expensive 

to undertake and requires highly educated personnel.

Marketing research is thus largely a tool of the large 

corporations. The small businessman is seldom able to 

afford the amount or type of research that he frequently 

needs so urgently.



1$

CHAPTER III

KEEPING UP WITH THE JONES COMPANY

Competition for the consumer dollar grows more 

intense every day.

A quick walk through any supermarket will more 

than illustrate this marketing ’’fact of life.” On such a 

trip, few products would be seen standing alone on the 

shelf with no rival in sight. On the contrary, the vast 

majority have many competitors. It Is reasonable to 

conclude that each of these products has been developed 

by its respective owner at considerable cost, both in terms 

of time and money.

This is the highly competitive market into which 

a manufacturer’s new product must be introduced. The 

rough and tumble of today’s competition makes old-fashioned 

marketing techniques prohibitively expensive. The unprecedented 

outpouring of new products in search of a market can make 

it not only expensive but a breeder of ending in the red.

This pace at which new products move into the market 

is fantastic. Within a few months, a company such as 

General Electric may put on store shelves or in dealer 
show rooms (1) an electric knife; (2) a new miniature 11-inch 

TV set; (3) an improved caulking compound for sealing windows;
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(4) and a "self-cleaning” electric oven priced at $575 

On a single day, Bristol-Myers Company offered the American 

consumer three new products — Score hair cream, Ban cream 
deodorant, Softique bath oil.2

It’s a costly process at best. In a two-year 

introductory period, it can take something like 010-raillion 

not counting research and development expenses to put into 
retail distribution a product selling for just 49^.^ If 

the product fails, this enormous investment goes down the drain

Yet today, four out of five new products fail 
after the launching stage A

It’s to forestall such expensive failures that 

so many companies have turned to marketing research.

As yet, it’s not a bandwagon rush, and the lure of marketing 

research varies from industry to industry.

Kew York’s Seventh Avenue either tests its fashions 

by inviting buyers to town and waiting for orders, or 
goes direct to the public.5 Cosmetics manufacturer’s 

don’t do much marketing research, but their use of it 

is growing along with their advertising budgetsOn the 

other hand, all the big food companies have taken it up

1"Market Research: Key To Profits," p. S.

23feiSL.

5"Market Research: Key To Profits,” p. 9.

6Ibla-
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as routine procedure. This is understandable since any

product on the average supermarket shelf competes with some 
6,500 others to get into the shopping cart.1

Detroit’s something of a special case. The auto 

companies run elaborate research programs, but they make 

up their minds on styling according to their own peculiar 

logic, which usually revolves around the idea of continuity 

of design from one year to the next and the continuation 

of an already defined styling trend. The car stylists 
must go on their own judgement, since a $2,500 automobile 

can not easily be put into teat markets when it’s a question 

of styling, and not something radically new like a gas. 

turbine car.

On such matters as what kind of transportation the 

public will buy — economy, luxury, sport, family, surburban -* 

marketing research has been prevailed upon heavily by Detroit 

Genei-al Motors’ market research section which jumped its research 
budget 75$ since 1959.2 It has contributed greatly to the 

notable success of the divisions in recent years. It’s 

no accident that Chevrolet’s four successive nameplate 

introductions, from Corvette to Chevelle, have hit their 

market niche just right and without taking sales away from 

the standard, and more profitable, Chevrolet.

The automobile industry provides us with the most 

dramatic example, simply because serious miscalculation

-’’Market Research: Key to Profits," p. 6.

2rwit
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there is at once the most public and the most expensive, 

of failure to do marketing research.
During the 195$ model year, it became clear to 

the Ford Motor Co., and shortly afterward to everyone 

else in the country, that the Edsel, the first new nameplate 

introduced to the U. S. public by a major auto manufacturer 

in twenty years, was a monumental failure.
The cost figure most often quoted is $25O-raillion.l What

ever the cost, it is generally agreed that no marketing 

faux pas of comparable size had ever been committed before — 

and, certainly, none since.

In the recriminations and publicity that followed, 

two aspects of Ford’s planning were most criticized: the 
styling and the marketing research.2 The Edsel may have been 

no beauty, but cars rated as worse esthetic horrors sold 

just fine comparatively.

The research was something else again. The criticism 

was wide of the mark because in any meaningful sense, 

no marketing research was done on the Edsel. Ford admitted 

that the heart of the planning was "market analysis.

The difference between that and research is crucial.

Analysis is a review of a historical situation.

Ford realized that it had no car of broad appeal 

in a so-called middle price range. When Ford owners

3.’’Market Research: Key to Profits," p. 10.

2Ibid.

3 Ibid,
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traded up, most moved to an ^ldsmobile. The Oldsmobile 

of 19~5, the year the decisions on the Edsel were made, 

was typical of that era — long, low, wide, high-powered, 

and loaded with chrome. Ford management made a strategic 

decision to plug the hole in its line. In all probability, 

if the Edsel could have been produced in three months rather 

than two years, it very likely would have found a market.

The trouble was that Ford simply looked at estab

lished trends in the 1955 auto market, and didn't attempt 

to discover whether they were likely to continue which in 

fact, they didn't.

Evidence indicates that Ford did no styling research 

at all, and made no effort to get the markets* preliminary 
reaction to the design.1

The Edsel operation did have a man with the title 

of research director. He commissioned a series of consumer 

studies by Columbia University's Bureau of Applied Social 
Research,2 Observers pointout, however, that his work 

fundamentally had little to do with marketing research.

His task was not to find out what the product should be, or 

what it should cost, or even to locate a market; all 

that was finished when Ford made its basic decision to 

build the Edsel as medium priced car. The research 

director had merely to establish the proper promotional 
appeal to the predetermined market. It was an exercise in

^•’’Market Research: Key To Profits,” p.10.
2Ibid.



20

personality creation: the smart car for the younger 

executive or professional family on its way up; the car 

for the spirited, responsible adventurer.

As it turned out, there weren’t many families 

that fitted the description. When Edsel appeared in 1957* 

they were buying Ramblers. By 1959, when the Edsel bowed 

out, they were flocking to showrooms to buy the new compacts - 

Falcon, Corvair, Valiant.

It would be self evident that marketing research 

should precede any decision to make and market a product, 

and among the major consumer marketing giants it does.

A new-product introduction by one of England’s 

largest manufacturers of toiletries illustrates the effective 

use of marketing research.

Five years ago, Be©chan Group Ltd., through an 

American subsidiary, made a bid for a substantial portion 

of the 0. S. toothpaste market for its Macleans brand.

At the time, Beecham’s score in the U. 3. was one 

success and one failure. The success was Brylcreera, which 

from almost a standing start in 1951 had moved into first 

place in the field eight years later.The failure was 

Silviksin, a women’s shampoo, which had been highly success

ful in England but which turned out to be a total flop 
in the U. S.2 From this Beechara learned one lesson.

1"Macleans battles the giants - and Scores,” Marketing 
Insights. December 5, 1966., p. 20.

2a.u,„
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The sere fact that the product was a success in one country 

did not automatically mean it would be a success somewhere 

else.

At the time of Macleans’ entry, the U, S« toothpaste 
market amounted to some $27O-million annually, It was 

controlled by two giants, Procter and Gamble, and Colgate- 
Palmolive Co., who between them had 70$ of the market.

The question before Beecham’s marketing management 

was just how to break into this captive market. Obviously, 

careful research would be necessary.

Marketing research showed Beechaa that while 

cavaties were a major consideration among buyers of tooth

paste, there were sizable number of people who were more 

interested in maintaining or achieving white teeth. On 

the negative side, the first wave of market research also 

revealed that the consumer vote was almost two-to-one 

against Macleans, which has a flavor unlike American 

toothpaste. At the same time, .among the people who professed 
to ’’like” the taste, there developed an intense brand 

loyalty.

These finding’s called for a very special kind of 

market segmentation. The company had to know more about 

who these people were, where they lived, why they liked 

Macleans, and what characteristic differences were involved 

from those people who liked the competing products.

The research findings showed that some people liked 

to be different, that they wanted to be able to choose for
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themselves and that they tended to congregate into personality 

groups of people who thought the same way they did. These 

people were very much in the minority, and Beecham knew 

that only in a large, economically established country 

like the U. S. would there be enough people in such specialized 

groupings to permit an adequate market cementation.

To Beecham the target was clear: people who want 

white teeth, people who like the brand’s taste, and people 

who do not follow the pack. Against this objective, Beecham 

moved cautiously, market-by-market.

Macleans was able to develop a hard core of users, 

and is now well established as the fourth leading toothpaste 
brand in the U. sA

For the companies that use marketing research it 

is already a way of life; they take it for granted that 

someday everyone will have to do the same. A large enterprise 
like Procter and Gamble Co. will put as much as $4-million 

a year into its own research and spend another $2»million 
on outside advice.* 2 A smaller marketer will Invest $12,000 

a year just to get a report every sixty days on how its 

product is selling.

As management becomes more consumer oriented, more 

and more companies are joining the trend toward serious use 

of marketing research. A recent survey of the field by

i’Wcleans Battles The Giants - 2nd Scores,” p. 20.

2’’Market Research: Key To Profits,” p. 9.
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the American Marketing Association offers some evidence 

of this dramatic growth* Between 1957 and 1962, 502 companies 

formed marketing research departments.! This is more than 

in the ten preceding years from 1946 to 1957 combined. 

Industry’s outlay in the field is ©limbing. The mean 

annual expenditure for marketing research among consumer 

goods manufacturers nearly doubled in the five-year period 
to $265,000.2 Four spent more than $1.7~million each.

Among industrial goods makers, annual expenditures went up 
44% to $75,000.3

Without a doubt, there will be an increasing 

emphasis in the future on marketing research, as a natural 

result of the constantly Increasing emphasis on marketing 

in our economy.

1Holmes, p. 26.

• 1 2’-Market Research: Key To Profits,” p. 9.
hfa.ld.
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CHAPTER IV

PROFESSIONAL RESEARCHERS

The industry that serves to stimulate the corporate 

appetite for market research is a fragmented affair.

It is an industry of small businesses with only one sizable 

focus. The three hundred or so companies and firms that 
make up its roster range from tiny (half a dozem employees) 
to large (five-thousand employees).^ Most of these organizations 

grew up around a single, strong personality with dominating 

ideas, and most still retain the personal touch.

Their job is finding out things for marketers — 

and since there are so many pertinent things to find out 

and so many possible methods of doing it, it’s not surprising 

that the industry is so split up.

Also, It not surprising that the biggest operator 

of them all is the one that performs the simplest and most 

basic function — keeping track of what goods are sold and 

where. This is the cornerstone of the business, the 

indispensable information that any marketer of fast moving
* goods have, The company that purveys it is A. C. Nielsen Co.

of Chicago. Its $46-million annual sales volume is nearly

^•’’Company Research Units Usurp Leadership,", p. 1.
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six times that of its nearest competitor, and a big chunk 
of the industry’s total sales volume.1

Aside from its much publicized broadcast measurement 

services which is a relatively small part of its business, 

Nielsen offers a series of so called Retail Indexes. The 

two largest measure the movement of goods in food and drug 

outlets, though Nielsen also pokes into appliance stores, 
camera retailers, and most recently, discounters.2

To represent tue nation’s food retailers, Nielsen 
uses a sample of 1,600 stores including units of most 
every major grocery chain.3 Teams of Nielsen field men are 

constantly in one store or another, counting packages 

on the shelf and cases in the back room,examining delivery 

invoices, noting special displays, or shelf prices.

Every sixty days Nielsen reports to its clients 
which include all the top fifty food concerns in the countryA 

The cost per year, depending upon the detail desired and 
area covered, runs from $12,000 to as high as $100,000.5

Audits and Surveys Co., Inc., is one of Nielsens 

rising competitors. Founded by statistician Soloman Dutka 
with borrowed money from his boss Elmo Roper (Elmo Roper

^-Marketing Insights, ’’Nielsen ’66 Sales Told.”
(Chicago, February 20, 1967), p. 1. (mimeographed)

^’’Market Research: Key To Profits,” p. 9.

3Ibid.

^Ibid
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and Associates), Audits and Surveys has rocketed in 

ten years to the number two spot in the industry, with 
sales close to $B-million a year.l

Their technique is to draw up a probability sample 

of business blocks in cities around the country and audit 

every store in these blocks. They count by type of goods, 

not type of store, thus, they can pick up sales of razor 

blades, say, in candy, tobacco, and hardware stores and 

discount houses as well as in supermarkets and drug stores. 

Dutka argues, that it not only gives a better reading on 

how goods are selling, but also tells you how patterns of 
distribution are shifting.2

The actual data provided by Audits and Surveys sample 

of 5,300 stores is much the same as that provided by Nielsea. 

Their service, however, is considerably less expensive, 
with a high fee around $40,000.3

Both Nielsen and Audits and Surveys confine their 

counting to retail stores. Other marketing researchers 

prefer to count the customers. They do this by setting up 

a consumer panel consisting of a group of households, 

and keeping tabs on what these households buy and when 

they buy it.

Market Research Corp., of America, the biggest 

panel operator, uses the mails to keep track of 7,500 families

1"Market Research: Key To Profits," p. 10.
2Ibid.

3Ibid.
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every week.l These families submit a detailed record 

of purchases in a broad range of product categories, 

covering food, household supplies, drugs, toiletries, 

textiles, and clothing.
For a monthly report, and detailed quarterly 

summaries, M.R.C.A. gets anywhere from $25,000 to $60,000 

a year.2

On the surface, M.R.C.A. seems to give much the 

same information as Nielsen. That is, information on total 

sales and share of the market nationally and regionally.

But, a panel brings out information unavailable to a store 

audit. M.R.C.A. reports, for example, whether purchases 

are evenly distributed over the market or concentrated 

among a relatively small group, the economic level of 

purchasers, the amount of brand-switching, etc.

The simple facts of who buys how much of what 

are basic; but to predict which way the consumer will jump 

next, it is necessary to know why they make their decisions. 

That's where the psychologists and sociologists of marketing 

research come in with their projective techniques, depth 
Interviews, and semantic differential scales.3

To get this information business must turn to 

specialists like Social Research, Inc., or Ernest Dichter's

• 1"Market Research: Key To Profits," p, 11.

2IkUx . '

3 Ibid.
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Institute for Motivational Research.

Although, th«re is much of this going on, it 

still doesn’t account for a very large part of the total 

dollar volume spent on marketing research. One expert 
figures that $10-raillion a year probably overstates what 

is spent on all psychological and sociological marketing 
research.2 One reason is that it takes less money. These 

researchers believe they get good results from a few heads. 

Elaborate reports based on fewer than 200 interviews are 
common, and some get by with only fifty.3 That makes costs 

a good deal lower than those of the massive population 

samplers.

Except for Nielsen and Audits and Surveys, the 

concerns engaged in these many lines of marketing research 
seem to stay at annual volumes of $3-million or less.4 Some 

say the industry remains one of such small units because 

of giants like Nielsen. There are other reasons, though.

Aside from Nielsen, Audits and Surveys, and the 

biggest panel operators such as Market Research Corp, of 

America, research services are mostly used for custom work. 

They are hired for single studies or groups of related 

studies. This generates a relatively low volume.

I^MarketinK Research Services.” Dun’s Review, January, 
1966, p. 162.

2"Market Research: Key To Profits," p. 13.
3Ibid.

4Ibid., p. 14.
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Another reason is that research firms are headed 
by men who are fundamentally intellectuals.^- They tend

to shun administration, and seem to fear size. The men
ft

they hire are also intellectuals, and this breeds a conflict 

of personalities. The tendency Is for talented employees 

to strike out on their own.
In 1933, Elmo Roper left the Traub Co. and set out 

on his own.2 Louis Harris and Solomon Dutka worked for 

Roper, and they later set out on their own.3 Alfred Politz 

Research, Inc. lost Willard Simmons. He went on to form 
W. R. Simmons and Associates Research, Inc.4 Recently, 

Politz lost six of their top people who set out to form a 

new research unit.

The research business is so young that most of its 

pioneer generation is still around. These men are all 

positive personalities. They entered the business because 

someone had an urgent need to find out something specific 

about a market. The pioneers’ reputations depended on 

personalities and results, not technique. The methods 

developed along the way.

The individualism of the research pioneers has 

permeated the business right up to the present. In recent

1’’Market Research: Key To Profits,” p. 1$.

• 2”Re collect ions on Research: Roper, ’’Marketing
Insights, February 20, 1967, p. 14*

3’’Market Research: Key To Profits," p. 14*

4Ibid., p. 13.
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years, however, the center of gravity in marketing research 

has been moving from the outside research services to the 

client companies. In 1939, there were thirty outside 

research firms; these had increased to three hundred or 
moreby 1964.^ The number of research departments of 
companies, meanwhile, had increased from SO to 1,400.2 

A research firm in 1939 was serving three research departments 
(of companies), whereas in 1964 it was serving four-and-half.3 

More than half of all research departments have been 

established since 1955.

This shift is a result of marketing research becoming 

less and less of a one-shot affair aimed at a specific 

problem. It is beginning to achieve status as a legitimate 

business activity conducted on a continuing basis. As 

with any such activity, management wants it where it can 

be controlled. Also, some experts feel outside researchers 

lack complete knowledge of a manufacturer’s problems, since 
they are on the outside looking in.4

A typical consumer goods company with about $50-million 

sales will spend about $100,000 a year on marketing research —

^"Company Research Units Usurp Leadership," p. 1.

2Ibid.

3Ibid,

4Ibid.
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half on staff payroll, half on outside services,1 An

industrial goods maker of similar siae will spend approx

imately half that total.

The bulk of the internal research budget is spent 

on activities having only a tenuous relation with marketing 

research. Research departments are perfect places to 

dump a lot of activities of other departments. Such 

things as economic analysis of government statistics, 

warehousing studies, and analysis of sales reports are 

pushed into the marketing research department. Though 

valuable, these are not really what modern marketing research 

is about. They are fundamentally desk-bound activities, 

while marketing research, according to its modern practitioners, 

is a field activity.

How well the research department uses its opportunities 

depends almost entirely on the quality of the man who runs 

it. Today, many top company research directors possess 

the restless, probing minds, characteristic of the best 

research men. Respected by management, they have been able 

to get marketing research accepted on its own, and not as 

an adjunct to sales or advertising. In short, research is, 

and will continue to be a tool of management*

^■"Market Research: Key To Profits," p.14.
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*
CHAPTER V

MOVING IN ON MANAGEMENT

) The availability of electronic computers which

allow the researcher to process data in a few moments 

have removed many of the old limitations of manpower and 

offiee space. An I.B.M. 7090 will complete 15-million 

computations a minute.It can take all the questionnaires 

necessary, break out the social and economic characteristics 

of the population sixteen ways and come up with enough 

percentages to show the analysts under.

To make more significant use of computers, marketing

researchers are beginning to explore a variety of complex« *
mathematical techniques. One such technique is something 
called Bayesian decision theory.2 It is a method of 

forecasting actions by manipulating statistical probabilities 

mathematically. It allows probability values to be assigned 

not only to observable facts but to an executive’s seasoned 

judgment. Instead of multiplying consumer interviews 

to predict the success of a new product, you can interview

® 1"Market Research: Key To Profits,” p. 13.

2"Scouting The Trail For Marketers," Business Week, 
April IS, 1964, p* 91.

minute.It
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an ©xpei'ienced sale® executive and add his opinion to 
the formula.1

Mathematical model-building, which in theory lets 

the marketer test the consequence® of his decisions without 

actually cowitting resource®, ha® become eewon in modern 
marketing research,2 On® research company that specialises 

in this la Simuleatics Corp*, a firm made up of mathematicians, 
psychologist®, and economist®.3

One of Similwatic® latest computer models la called 
©yna-Mark I> Given the result® of a consumer panel of at 

least 1,000 — with demographic data on each observed for 
at least three^successive purchases of a brand category 

plus about W,000 in cash, Steulmatlcs says this brand 

..witching model. can tell where a companies new product’s 

share will likely end up5 show which competing brands are 

vulnerable to the, companies ad®: tell whether the companies 

.market la mde up principally of loyal purchasers or of 
occasional purchasers^

In the long run, even with the greatly increased 

attention given to the relatively sophisticated statistical 

and mathowtical technique® of problem solving, .marketing 

research boils down to a question of belief5 Does management

1’’Market ResearchJ Key To Profit®, p* 13*
Wb \ .

tola, "
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trust the research of man’s figures?

Here again the automobile business provides us 

with a most dramatic example. Ford, building the Falcon, 

sought a car that could compete with the growing foreign- 

car market. It mounted a massive consumer fact-find drive 
to discover exactly what the consumer wanted.1 His wants 

and needs were translated minutely into the finished design, 

down to curb weight within pounds of what the market said 

it wanted.

Purely from research viewpoint, the Falcon was 
right on target. Ford sold 500,000 in I960 of the new cars 
first year.2 But Ford, clinging to a notion that the car 

would have limited appeal to lower income families only, 

ignored some clear signals from the consumer research data. 

Research reports, pointing to a wider market, said the idea 

of an economy car seemed to appeal more to the higher- 
income, college-educated, multi-car families.3

To the researchers it was clear that the Falcon 

had an appeal far broader than Ford thought. And, so it 

did. The market was broad enough to cut heavily into sales 

of the standard Ford and seriously affect the company’s 
profits,4

X’Wrket Research: Key To Profits," p. 15,

• 2Wt

3 Ibid.

4Ibid.
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This helps to explain why, more and more often, research 

professionals are rejecting a passive role as an instrument 

of management and are clamoring for a louder and more 

active voice in the actions taken on research findings.

This does not mean that they wish to intrude into the 

provinces of others. It does mean they want to aid the 

executives in arriving at key decisions.

Many marketing researchers are content now to 
leave the physical assembly of data to mammoth fact-finders 

like Hielsen and to piece-work tabulators, if they can 

control the research process at an earlier and more meaningful 

level. A© outside consultants, they seek a permanent 

relationship with clients that ties them into day-in, day-out 
decision marking.3- The inside research directors have 

mounted a parallel drive to increase their role in management.2 

Both look forward to complete information systems, and a 

role in corporate strategy.

^'Market Research: Key To Profits,” p. 15.



36

*

CHAPTER VI

CONCLUSION

American business is just beginning to realize 

the full potential of marketing research. Despite the 

constantly increasing sums of money being spent on marketing 

research, especially by the large manufacturers, most 

firms are still placing the greater emphasis in production 
research,1 Relatively few concerns have recognized fully 

the potential benefits to be derived from marketing research. 

Furthermore, very few of the firms that do place an emphasis 

on marketing research are actually working on improvements 
in marketing methods.2

There appear to be several reasons for the lack of 

emphasis upon marketing research. In the first place, it 

has been difficult for executives to see and appreciate 

the potential benefits of marketing research. Marketing 

problems are more complex and less tangible than production 

problems, and their solution appears perhaps to be a matter 

of less immediate urgency. Standards for measuring marketing 

efficiency have not been so well established nor so widely

^Tousley, Clark, and Clark, p. 697.
2Ibid.
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accepted as have standards for production efficiency.

Unlike the results of production, the results of marketing 

research cannot always be measured quantitatively. Also, 

because management is not yet convinced of the value of 

marketing research, it will not always spend the amount 

of money necessary to do a good job. Because good research 

requires highly trained men and considerable time for 

execution, it costs a substantial amount of money to 

undertake.
A large West Coast lumber company spends $200,000 

for a study of the market for wood products to 1975.1 

The American Plywood Association spent $60,000 discovering 
the end uses of its product.2 An electronics firm paid 

$1,500 for a brief informal investigation of the potential 

market for a F.M. car radio.3 One small research firm 

said that its average research project billing was&out 
$4,000. This points up one of the economic effects of 

marketing research. Big firms that can afford good research 

have a definite advantage over the small concern whose 

executives must guess most of the time. Hence, the big 

get bigger.

Another hindrance to the universal acceptance of 

marketing research is that It is far from perfect. If used 

properly under the right conditions it will assist management

•^■Buskirk, p. $0.

2Ibid-
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in making sound decisions. It is not infallible, however. 

Unlike the physical scientists, marketing investigators 

cannot quote results with precision. Marketing research 

is far from exact science. The wide variety of conditions 

which prevail in our ever-changing market place makes it 

difficult to obtain accurate data even on objective tangible 

facts. Even when marketing research is accurate, it is 

not a substitute for judgment. Marketing researchers cannot 

conduct a survey, feed the answer into a computer, and have 

it come up with a correct decision. Research gathers, 

analyzes, and interprets facts, but the executive himself 

must make the decision.

Finally, marketing research has not yet been able 

to attract an adequate supply of qualified personnel. 

Relatively few people are competent to undertake a research 

project of any size or significance. Professional marketing 

researchers are usually persons who not only have had 

advanced graduate training In business subjects, such as 

marketing, statistics, and research, but also have studied 

the behavioral sciences of sociology, psychology, and 
anthropology.! In addition they have had a lot of experience 

performing research in a wide variety of circumstances. 

Unfortunately, so few persons possess adequate training 

for the job that firms are forced to employ unqualified 
persons or to delegate research to operating executives

^Buskirk, p. 60.
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who know next to nothing about the tank. As a consequence, 

many firms are disappointed with their research results.

In spite of these problems, marketing research is 
on the threshold of a brilliant future.1 As more firms 

put the marketing concept into practice and as management 

more fully recognizes the importance of marketing in our 

economy, there will be an increasing emphasis on marketing 

research as a management tool in problem solving and 

decision making.

^Stanton, p. 63.
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