Telelearning Session #4, 24 May 2007

Market Research

Participants:

Carol Murray, Ambrose Raftis, Marian Lucas-Jefferies, Terri Proulx, Melanie Conn, Phillippe Dumpont, Peter Hough (moderator), Hazel Corcoran (minute-taker).  

Peter introduced Blair Hamilton & Russ Christianson, the presenters.

RUSS:

Market research is one of my favourite subjects.  I have often done it for co-ops (who are often unable to pay for it), as well as governments & large corporations.  This often brings out how they want to co-operate more together.

Three areas were suggested:  

1. Why do it?

2. Key research questions.

3. Types & sources of market information.

I will also add:

4. Potential downfalls of doing it wrong.

FIRST, AS AN INTRODUCTION - 
I would like to define market research.  People are often intimidated by it; hear about it from pollsters. etc.  Market research takes many forms, including just talking to people; asking open-ended questions, etc.

Eg’s of open-ended Q’s are: why do you shop at the Big Carrot?  

Prior to start-up, the Big Carrot designed a questionnaire, went house to house with the questions.  They got great information, & even found investors – which they had not expected.  There are many ways to do research: e.g., secondary research, such as on the internet.  The internet is plastered with information.  Availability of information is even be better in university libraries.  Statistics Canada is a very useful source, re: demographics, etc.  However, there is a lot of junk out there too, so one has to be discriminating.  One must always reference where the information came from, so that anyone may go and check out the source.  Primary research is what people generally think of:  focus groups, telephone surveys, people with clipboards asking questions in a shopping mall, going door-to-door with Q’s.  There are very sophisticated market research technologies out there.  Eg., Google keeps stats on sites visited, to sell later.  The most important thing, esp for start-up co-ops, is to keep it simple.  It is important to pre-test your questionnaire with a few people before actually using it in the field.  

1. Why do it?

The #1 reason is to understand people’s real motivations are: why do those members or customers make decisions about what to purchase?  What is interesting is that the motivations are mostly emotional.  Economists may believe otherwise.  Grocers know that 80% of grocery purchases are based on emotional motivations – visual clues; placement in the store.  This is why our mothers said “never shop hungry, bring a list, & read the ingredients list.”  In a co-op, you want to make sure that what you are doing resonates with what your members want.  

Another reason is to put the market research into your business plan (BP) – for your own confidence, & to give confidence to your potential investors.  Everything in the BP is around how well the co-op will meet its members or customers need.

Key Q’s to answer:

--Who will buy the products?  (age, income, gender, attitudinal preferences, etc.)

--Why would they buy it from your co-op instead of from competitors?  Some co-ops are overconfident & think there will not be any competitors.

--How can you build repeat sales / loyalty?  That determines sustainability in the longer term.

--What are the key products or service benefits offered by your co-op?  

--How can you position the co-op in the minds of its members or customers so that they think of your co-op first?  (a tricky one)  MEC has done a good job of this.

--How can you utilize the co-op advantage & principles to differentiate yourself in the market?  It is refreshing to see more of the larger co-ops doing this.

--Look at the 4 P’s of marketing:  Product/service; Packaging; Price points; & the best Promotional vehicles.

Overall, market research is quite fun, & it is really interesting.  It is an enjoyable thing to do, esp with other people.  It will be a key determining factor on whether the co-op succeeds or not.  

THE CO-OP ADVANTAGE

Everyone understands this.  In public opinion polls (US, eg): it was found that 77% of people believe that co-ops have the best interest of people at heart as opposed to 40% who say this about business corporations.  Similar results found in Quebec.  

DOWNFALLS

The most common mistake people make in market RS: introducing their own personal bias.  They project their own personal motivations onto their members or customers.  You must design market research to avoid this, by looking at your sampling strategy, & by using open-ended questions.  Then one should try to get a review of the questionnaire design.  Sample selection is also important.  Can 1000 Cdns represent 30 million people?  Inaccurate data entry is another problem, as is the improper use of statistics.  Co-ops are often cheap on this; it has to be seen as an investment.

Finally, I steer people away from hiring a conventional market research firm using off-the-shelf research tools.  They do not understand co-ops.  Try to hire a firm that understands co-ops.  

BLAIR HAMILTON

I have had good results with buying prepared research from conventional firms, then modifying w/ a co-op lens.

COMPETITION ANALYSIS

Minor points:

(1) In analyzing one’s competition, there are vast differences in sector and scale.  It is not one size fits all.

(2) Much of the material out there talks about the local marketplace, & has not caught up to the new realities.  The internet has transformed what competition means.  One needs to take this into account when surveying one’s competitors.

MAJOR POINTS:

(1) Direct vs. indirect competition.  People often underestimate their competition; there is always competition.  Some examples: whenever there is a discussion on raising the minimum wage, restaurant owners scream; state that this is b/c they need to compete with not only other restaurants, but also with grocery stores.  Organic food sales compete with conventional foods; entertainment – different types.  Couriers – there is direct courier competition; less direct such as Cda Post, fax & e-mail.  

(2) To figure out how one fits in, do the matrix:  a half-dozen criteria on what influences your customers; then pick a half-dozen or so competitors.  Plot them on a grid; on each, rank how they do.  Are they very effective, weak, or middle of the road?  This gives a visual clue as to where you stack up.  This forces one to think on how to do this.  If it all looks very rosy, then you are not being critical enough.  What are those criteria?  Price, service, quality, social aspects (though do not overly weight it – that is a common error), image, convenience, location, etc.  It can be complex if you have many different products.  

(3) This is not merely descriptive; one has to then do analysis.  What does this mean?  Where will it take you?  This also brings up an interesting point – role of developer vs members of the co-ops.  The more the members can do the market research, the stronger it will be.  As developers, we bring the power of analysis, methodology, more discipline.  The members need to be engaged, but the developers do bring value-added.  In doing that analysis, it is important to think in several dimensions.  

A couple of examples are: 


Dragon’s Den: budding entrepreneurs go up against existing businesses, & do the analysis of their ideas.  Interesting business ideas.  There was one on how students want to fill up their water bottles instead of throwing them out.  The business idea was to sell filtered water for 25 cents or a dollar.  The points made were: first, you are competing with the tap, & 2ndly Coke & Pepsi could steal the idea & corner the market.  


Another example: a local Winnipeg company (Growing Prospects) was going to compete with Bridge Band.  Concerns were: continuity of supply; why have 2 suppliers?  It can become Machiavellian; just because you have the product does not mean that customers will come to you.  

One has to figure out how to build on your strengths, & exploit your competition’s weaknesses.

Q&A:

Q Carol:  What is the role of the developer in all of this, & how much of this should we be involved with, & how much to have the co-op do; & how much to use the professionals?

A Blair: It depends on the situation.  I would see the co-op’s role to do the survey.  If it’s industry profiles, it may be better for the developer to do it.  Use your experience as a developer to guide the start-up co-op in the right direction.  

A Russ: with start-up co-ops, there are few resources, yet market research is very important – so it requires sweat equity.  One must transfer as much knowledge from your knowledge base to the co-op proponents.  Once you de-mystify market research, they will be able to run with it.  For an established co-op, it may be more likely to hire someone – both b/c have the resources, & b/c they want an external professional involved.  

A Melanie:  Thanks for the presentations; excellent division of the topic & also good examples.  There are many different types of groups we are working with.  One thing I have found very interesting is : the field trip, to a restaurant, factory or whatever.  Competitors are usually quite willing to accept a group.  Of course, if there is a co-op in the industry, they are usually very supportive.  

A Russ: it is amazing how open & friendly people are in that context; they are willing to share.  

A Melanie: there may be companies that one would not approach.  Another point: this is like a game: one always gets the group to consider another product, to slightly break the pattern that people only seek answers that show their idea will work.  In her first group, they wanted to do a restaurant.  She suggested that they look at catering, & that in the end is what they did.  It worked well for them to consider this alongside what they were sure they wanted to do.  

Q Philippe:  How do you fit the internet in to do primary research?  

A: Russ There are things like Survey Monkey; an excellent tool.  CoopTools & Jason Diceman have used this.  This is an interesting tool, but one has to design it well.  One of the limitations is: it is limited to how much / many open-ended questions people will ask.  But maybe to confirm some previous, in-depth research (eg of more in-depth telephone questions), this could be useful.  

A Blair: one has to have a way to direct people there.  If you are starting cold, you do not have a way to drive traffic to there.  In the end, there needs to be a good sampling strategy.  

A Peter: in terms of ensuring that you are getting the right sample, sometimes it is useful to do a formal, random sample – eg a consumer co-op member list.  If one can get about 100 surveys, one gets a reasonably good accuracy; approaching the normal distribution in the population.  

A Russ: it is also possible to do a selective sample.  There are ways of asking questions to eliminate bias, too.

A Philippe: Difference btw closed and open-ended Q’s:  if you give a chance for people to comment, does that become open-ended?

A Russ: yes, any question in which people can elaborate without having bias is open-ended.

Comment Terri: it is very important to have others pre-test one’s survey.  I sent a draft survey to co-workers recently & found out that I was asking in a biased way.

Comment Blair:  it is also important to ensure that the technology works.  It may be necessary to send it out by browser & by pdf.

Q Carol:  Getting back to testing: in doing self-directed research, how well is the validity accepted?

A: Russ: the most important thing about that is the design.  One has to do it carefully, & demonstrate that.  If one has taken a statistics course or market research course, you will get the terminology to have that conversation in an intelligent way.  It is important to have internal validity.  

A Peter: it is more impressive to be able to show / understand how it was done – as long as it was done properly.  

A Russ:  UPC codes are used for behaviourial information – who is buying what.  Neilson, the market research firm, uses it & sells it for a lot of money.  

Q Peter: could you comment on using the university library?  

A Russ: universities are members of a kind of co-op that accesses a database, on-line information you can get.  One can download it directly from their computer to your computer.  It is fun & powerful.  Sometimes universities or research libraries (as in downtown T.O.) will charge a small fee.  One has to go there.  Sometimes one can get a password to make use of it at home.  Even public libraries have them, even getting existing 2ndary research & modifying.

Comment: Peter:  library staff are very helpful.

Q Peter: I have found people to be overly optimistic, & do not want to do market research.  How to help people get grounded, cut through that?

A Russ: they are often hesitant b/c they are intimidated by it.  They think it requires much sophistication; is expensive, etc.  Remind them that every time you talk to a customer, that is market research ; collect it.  One can give examples of companies that did it wrong; a classic example is Coca-cola making their product sweeter, & it was a multi-million dollar failure.  

Q Ambrose:  How to deal with market research over time?

A Russ: people need to see market research as an on-going investment, on-going learning.  The needs change over time.  It can be seen as a member education process.  You can use the initial market research study as a benchmark, & compare to that as you go forward.

Comment Peter: another thing which one can do: it is a good thing to post-survey your questions.  After providing your customers the service, ask them questions about it.  This gives a technique for on-going research.  

Comment Russ:  One thing to emphasize:  one must not survey only the membership, but also non-members / potential members:  find out why people are not becoming members.  Why are you not appealing to them?  

Comment Blair:  we have to consider this in the context of as an independent developer: you may have a contract for $5000 - $10k for a full BP; market research becomes only 2-3 days.  One must know the basics & have clarity of thinking, in order to maximize what is being done.  

Peter thanked the presenters for the excellent session.

