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PENNY WISE, POUND FOOLISH?
This issue of the Nelson Research Bulletin is devoted to dollar soul-searching.  Is the industry doing the best it can with the funds allotted to marketing research?  Are we overcompensating by using false economies?  Are we denying the need by blocking funds for research (sort of like letting the patient die because there is apparently no money for an operation)?  What should our posture be in a tight economy?  What are our options?

* * * * * * *

Take A History Lesson

Use a database or spreadsheet to summarize marketing research projects.  For example:

· Primary objectives

· Method details

-
Sample composition

-
Test design

-
Type of interview

-
Tab plan (# tables, # banners, # open-ends)

· Type of research (concept test, tracking study, etc.)

· Amount spent

· Key learning

	


	A review of your project history database might raise the following questions:


· Was the sample size needed?

-
At what point is an elephant gun being used to kill an ant?!  (100% increase in sample only reduces sampling error by 29%.)

-
If the sample size was selected to provide sufficient numbers for sub​groups, was full use made of the subgroups in the analysis? 

· Did the supplier specify an efficient tab plan, or was an everything but the kitchen sink approach taken?

· Was the study worth the cost?  Can dollar values be assigned to risk prevented and/or oppor​tunity gained.


Alter the present to change the future

Start pruning.  We’ve helped clients see that some proce​dures which appear to be inexpensive and useful are merely inexpensive.  Here are some "dollar savers" that have been used but abandoned (or used more selectively) by some of our clients.

1.
One- or two-question concept screeners
This process has great initial intrinsic appeal:  Large numbers of concepts; big sample; low cost.  Sounds great, but......

· Sometimes a great idea scores poorly because it wasn’t conveyed clearly.  Unfortunately, “one- or two-question” concept screeners lack diagnos​tics to uncover the source of the problem and reveal possible solutions.  One of our clients questioned the score for a concept that she, intui​tively, believed should have scored better.  Her persistence led us to conduct a custom study which revealed that the premise, once under​stood, was quite compelling.  The concept was re-written and re-tested and exceeded norms.  She now wonders if the “one- or two-question” concept screener was worth the cost.

	
Nelson Research recommends testing more thoroughly -- 
but not necessarily more expensively.
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Be selective in the questioning, but don’t hang your hat on buying interest.  We’ve developed a several-question battery to pinpoint trial potential, competi​tive arena and diagnostics.  Moreover, the system can handle large numbers of concepts.  

(over)

2.
Using focus groups to screen concepts:  quick but not really inexpensive
Everybody loves focus groups.  Marketing and research folks can see the consumer and hear reactions first hand.  They are great for developing ideas.  They can also help shed some light on why a concept may succeed or fail.  But they do not measure.  And they are not inexpensive.


A small-scale quantitative study with ample diagnostics can generally be bought for the cost of three focus groups (in addition to saving you and the marketing folks a lot of travel time and dollars).  There is no reason why detailed tabs and a summary report should not be available within ten days of field start.  (We’ve managed it within one week.)

3.
Big name and big price STM’s:  There are alter​natives.
· Conduct your own concept/home usage test.

· Buy spending/awareness input from an inde​pendent source (we do!).

· Use a spreadsheet to play “what if” assump​tions for volumetrics.  Many suppliers (including Nelson Research) have a model to predict trial and repurchase probability from concept home usage tests and would wel​come the opportunity to show you validation experience to counter management’s pen​chant for “big-name companies.”


In addition to saving significant dollars, you’ll get a bonus of customized diagnostic data to understand the reasons underlying the “predictions”.  More information for less money.

	A particular analytical advantage of our system is that persuaded consumers are identified as respondents rather than reported as an abstract statistical estimate.  Accordingly, our "triers" can be totally analyzed via simple cross-tabs or sophisticated multivariate processes to learn a lot about "what makes them tick".
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Are you taking advantage of discounts? 

No, I am not suggesting that Marketing Research companies offer “sales”, or dollars-off coupons.  But, with a little planning, you can reduce project costs.

· Bundling:  Instead of conducting similar studies at separate points in time, conduct them simultaneously.  This reduces your suppliers’ cost.  Therefore, it will reduce your cost.  Additionally, your supplier may be willing to further discount the study price, since two studies mean more revenue than one.

· Discount agreement:  Most suppliers would prefer that you don’t think in these terms.  However, if you do sufficient dollar volume, why not ask for credits based on a sliding scale.  At the end of the year, you might have enough credits to earn a free study!  Nelson Research has this arrangement with a heavy-spending client.  It is in both our interests for them to consider us as their main supplier.

(Reprinted by popular demand from our 
1989 Nelson Research Bulletin)

STAT TIP:  CONSERVATIVE ESTIMATE FOR N:  A SHORT-CUT FORMULA:  N=5,000/SE2
Assume we want an 8% pt difference between two samples to be significant at the 90% level of confi​dence.  First calculate the required SE (Standard Error) which is 4.9 (8% divided by the required T score at the 90% level of 1.64)  Apply the formula:  5,000/(4.9)2 = 200 (approx.)

Was our conservative estimate reasonably accurate?

Let's say we did the study with 200 in sample A and 200 in sample B and found a 60% purchase intent in Sample A and 68% in Sample B.  Let's plug the findings into the usual SE formula {SE = the square root of (60x40)/200 + (68x32)/200}.  The calculated SE is 4.8.  The significance of the 8% pt difference between sample A & B is deter​mined by calculating a T score as follows:  

T = observed difference/SE.  In our example, 8/4.8 = 1.67.  This is higher than the required T of 1.64 for significance at the 90% level of confidence.

Want to know more about Nelson Research?  
Fax:  (914) 741-0384 or E-mail: (ron@nelsonresearch.com).  The following documents are available.

· A Developmental Approach to Reveal New Product Positioning Opportunities

· Estimating and Understanding Volume Potential

· The Use and Abuse of Marketing Research

· Statistical Modules -- includes How to Get More from Your Multiple Regression Printout, The Use of the Latin Square Test Design, and A Plain English Explanation of Regression Analysis
_870762626

