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Background and Methodology

Between October, 2005 and June, 2006, The Center for Strategy
Research (CSR) conducted interview swith 63 executiveswho are
responsible for purchasing market research at leading U.S. com-
panies. Industry focus was concentrated on the consumer pack-
aged goods (CPG) and financial servicesindustries, but also in-
cluded respondents from the retail, healthcare, energy, automo-
tive, defense, real estate, and entertainment industries.

Each respondent wasrecruited via phone, and offered a stipend
for themselves or for the charity of their choice. They received the
additional incentive of a summary report of findings from this
study. Average interview length was 30 minutes. None of there-
spondents had worked with CSR prior to the interview.

The aim of the study wasto better understand the decision-
making process around market research initiatives. The objectives
included:

¥ Understanding the challenges with market research within
leading U.S. companies;

¥ Understanding the decision factors and process by which
these companies retain market research firms;

¥ Discovering how participants use various research method-
ologies (online surveys, qualitative and quantitative phonere-
search, focus groups, and one-on-one interviews), their satis-
faction with them, and reasons for satisfaction;

¥ Gathering reactions to CSR@ research methodology, first asa
generic concept, then identified as a CSR offering.

The survey results presented in this report were obtained through
in-depth, conversational telephone interview s that were quanti-
fied using CSR@ proprietary coding process. The basis for CSR@
coding and analysisis what the interview ees chose to say, using
their own language and ideas to create the variables (codes) that
are analyzed in this White Paper.

The datathat is produced from these interviews may betreated in
the same way as any other data: Regression analyses, factor analy-
ses, statistical testing between groups, are all common applica-
tions of the data.

For example, in thisreport, you will see findings that compare the
answers of respondentsin the CPG and financial servicesindus-
triesagainst all other respondentsin the study.

The quotesincluded in thisreport are from participants, and di-
rectly link to the data. Each verbatim isfollowed by the respon-
dent® CSR identifier number in parentheses. In general, these
identifier numbersrelate to the date of the interview and there-
spondent@industry: Interviews numbered 1XX and 2XX were
conducted prior to 2006; interview s numbered 3XX through 5XX
were conducted in 2006 and are from the CPG (3XX), other (4XX),
or financial services (6XX) industries.

Phone: 617.451.9500
Fax: 206.203.2782
www.csr-bos.com

Copyright © 2007 by The Center for Strategy Research, Inc. 2



In the graphsin this White Paper, symbols are
used to specify levels of statistical signifi-
cance in differences between respondents of
the industry groups (**: p value of <.01, *: p
value of !.05). Some of those differences are
detailed in this White Paper.

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

Since CSR@ methodology is based on an open-ended approach to
gathering information, it is common for the frequency of ideas to
fall in the range of 5to 50 percent. Thisis mainly because respon-
dents generate each ideawithout any prompting from the inter-
viewer. In light of this, ideas that occur in the area of 30% or more
should be seen asreflecting strong agreement. In addition, lists of
ideaswith relatively low overall frequency (less than 10%) are also
often generated. Because spaceis limited in this White Paper, all
ideaswith lessthan 5% frequency are not charted.

Findings-at-a-Glance
The biggest challenges with market research are obtaining

trustworthy data and finding vendors who understand the cli-
ent’s research needs.

Several of thetop research challenges that market research deci-
sion-makers experience have to do with reliability of the data.
Such challenges include:

¥ Obtaining accurate, reliable, or trustworthy data
¥ Getting theright kind of respondents

¥ Relevance, availability and specificity of research
¥ Truthful respondents

The greatest challenge in working with a research vendor isthe
vendor@ understanding of the client@industry and needs.

Internet research is the most used methodology, and by far the
methodology most expected to increase in usage over the next
three years.

¥ While many respondents, approximately three-quarters, cur-
rently use quantitative phone surveys and focus groups, re-
spondents say that use of these methodologiesis much less
likely to increase than use of the Internet.

¥ Thetop reason for liking Internet research isits fast implemen-
tation and fast accessto results. Interestingly, speed of execu-
tion is not mentioned as one of the challenges among research
decision-makers, perhaps because so many researchers (87%)
are already using this methodology.

¥ Thetop reason for liking quantitative phone research is that it
yields statistically reliable results, which respondents did
mention as a challenge.

¥ Respondents like focus groups because they can see customers
and prospects.

Reaction to CSR’s qualitative-into-quantitative approach is very
positive.

¥ 86% ratethe concept asvery or somewhat attractive.

¥ 83% had avery or somewhat favorable interview experience,
with many saying they like the type of information captured,
that it is better than quantitative approaches, and that it felt

like a conversation, not a survey.
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or us, it’s been the target, the survey

audience and making sure that the
research we want to gather from the cor-
rect source, not just someone that com-
pletes a survey. Qualifying the respon-
dents. (315)

think that there’s a general belief that

any question you have you can take to
the marketplace, pose the question, and
get a reliable answer — and I don’t be-
lieve that that’s true. (008)

Y ou’ve got to look a little bit deeper
than that to really find out what the
real motivation is. (406)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

¥ Market research decision-makers believe this methodology
will get a deeper understanding of respondent® opinions, and
that it will produce new, unexpected results unobtainable
from quantitative approaches.

¥ Respondents also believe that CSR@ methodology will enable
amorethorough understanding of customers, and improved
datafor better decisions.

Market Research: The Challenges

As afirst step in thisresearch study, CSR wanted to understand
the challenges research decision-makers must overcomein order
to feel confident in their research initiatives. All but one of the 63
decision-makersthat CSR interviewed do, in fact, face challenges
in conducting market research.

To increase revenues in today@ increasingly complex global mar-
ket, business leaders know they must understand the voice of the
customer to, among other things, develop products, measure the
value of the brand, and fine-tune marketing campaigns. The proc-
ess of understanding the voice of the customer, however, isnot as
easy asit sounds.

To understand the voice of the customer, aresearcher must first
find the customer or prospect whose opinion s/ he seeks. Second,
s/ he has to make surethat theright questionsare asked in the
right way to extract what this customer really thinks. Third, s/ he
has to take that opinion or OvoiceQand make it actionable, ena-
bling it to improve business decisions.

When CSR asked market research decision-makersw hat chal-
lengesthey facein obtaining market research they feel confident
in and can use, the challengesthey mention touch on all of the
parts of this process (Figure 1). In addition, respondents focus on
challenges common to most business endeavors, market research
or otherwise, such as securing budgets and finding competent,
reliable vendors.

In today@world, where there are so many ways to reach people (by
home, work, and cell phone, by e-mail, text message, online, etc.)
the most frequently mentioned market research challengeis, in fact,
thefirst part of the research process, which isreaching the right
people, or getting the right kind of respondents, mentioned by 33%.

Closely connected to thisis getting respondentsto participatein re-
search, which isachallenge for 16%. Another set of challengeshasto
do with the second part of the research process: getting at the true
opinion of the respondent. One fifth, or 19%, say obtaining accurate,
reliable and trustworthy datais a challenge, (mentioned most often
asthe single greatest challenge, by 24%), and getting truthful re-
spondents, mentioned by 10%.
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Industry Differences Sdebar 1

In this study, CR focused on both the CPG and
financial services industriesto understand if
these decision-makers have different needs or
opinions from thosein other industries.

The following findings are based on statisti-
cally significant differences between each of
these groups and the sample as a whole.
Sample sizes are small, 20 respondentsin
each group, so conclusions should not be
drawn about differences. But for the purposes
of this White Paper, we are noting differ-
encesin order to demonstrate the power of
our unique methodology.

CPG

Getting the right kind of respondentsis much
more likely to be named a challenge to CPG
decision-makers than to other respondents
(55%yv. 32%). Obtaining actionable datais
also much more likely to be cited as a chal-
lenge by CPG decision-makers (30%v. 15%.

CPG decision-makers are much lesslikely
than other decision-makers to say finding a
research firm with credibility, or with the
right reputation, methodology, focus, or ex-
perience is a challenge to them (5%v. 21%).

When asked why the challenge they named
was the biggest, CPG decision-makers are
much more likely to say they are concerned
with Gstriking the right balance between cost
and usefulnessO(63%yv. 42%).

Financial Services

When asked to name the single biggest chal-
lenge in obtaining market research, financial
services decison-makers are much more likely
than other respondentsto say needs analysis,
design, other up-front tasks. O(28%v. 12%

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

For some, the challenges accrue during the third piece of the proc-
ess N the quest to make the customer@ voice heard within their
organizations. Sixteen percent say obtaining actionable dataisa
challenge, while the same number mention obtaining relevant,
available, and specific data. Some mention that getting othersto
understand the value of market research is a challenge (5%),
which could undermine the actionability of any research initiative.

One respondent explains the situation well: OThe greatest problem is
that really most of the users of market research don’t look beyond the sur-
face, so you can play results from a focus group or you can present data
collected from telephone or online interviewing and most users will take
it at face value. They won't necessarily think about what the motivators
were for the responses that were provided. They may not think about how
those motivators could be the real things that they should be focusing on
rather than straightforward answers to questions. A lot of times, we ask
the question, ‘Does quality matter? Does price matter?” and the answers
are obvious.” (406)

Other challenges are not related as specifically to conducting re-
search itself. Budget and cost-effectiveness is mentioned as a chal-
lenge by 21%. OThe biggest challenge, of courseQ affirmed an inter-
viewee, Qs the budget.O(302)

And even with a budget, ascertaining the value received for there-
search dollar spent is not always easy. A financial services execu-
tive put it thisway: OThat would be a cost that you can’t say is directly
impacting the bottom line. It's just gathering research to hopefully im-
prove the bottom line, so to make the business case to say, ‘Hey, we're go-
ing to [spend] X thousands of dollars to do the research’ without knowing
what that [may] mean from a return perspective is tough.O(509)

Tied with funding and cost-effectiveness challenges at 21% is find-
ing an experienced and credible research firm to work with. A fi-
nancial services executive remarks that 4 feel that it’s very impor-
tant for us when we’re working on research that we have a lot of input
with whoever the provider is for the service so that we really have a part-
nership and they really understand our business before we even start
laying out and start putting on paper what kind of questions and re-
search that we want to do.O(510) Finding the right research partner,
in other words, can have a huge impact on the outcome of a study.

If the purpose of market research isto understand a market, then
the assumption isthat it can actually be understood. And that®
where the challenges really lie: market research is diffi cult because
of the diversity of people that comprise a market and the unpre-
dictability of their behavior. Researchers have created many
methodologiesto impose order and mitigate uncertainty.

But no matter what techniqueisused N qualitative, quantitative, or
acombination N its success, as CSR@findings show, depends on
reliable, representative, and unbiased respondentswho are asked the
right questionsin the right way. Only then can the data collected be
made relevant to the most important business decisions.
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Obtaining accurate/reliable/trustworthy data

Getting the right kind of respondents «

(demographics, psychographics, samples, etc.

Obtaining actionable data «x

Funding-budget, cost effectiveness, etc.

Relevance, availability and specificity of research

Need analysis, design, other up-front tasks xx
Finding truthful respondents

Research firms credibility, reputation,
methodology, focus, experience ' xx

Analysis and reporting
Getting respondents to participate in research
Logistics of carrying out research

Understanding the value of market research

I Biggest challenges

)

0 10 20 30 40 %
B Single greatest challenge

Figure 1: Biggest and Single Greatest Market Research Challenges

See Industry Differences Sidebar 1 (page 5)
for explanation of statistically significant
differences noted above.

The Center for Srategy Research, Inc.
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Source: Center for Strategy Research, January 2007

Working with Market Research
Vendors

M ost of the challenges associated with market research haveto do with
the reliability, validity and actionability of the research itself. Oneway
to addressthese challengesisto select the right research partner. One
key objective of CSR@ research was to discover how research firms can
best be of serviceto research decision-makers. Therefore, we asked
what the biggest challenges participants currently encounter when
working with market research vendors (Figure 2), and what a market
research firm must do to work effectively with them (Figure 3).

By far, vendor understanding of the client@business and needsisthe
top challenge, identified by 46% of respondents. Thisisfollowed by
vendor credibility (29%). Noted one financial services executive: Ol'he
biggest is making sure that they understand what it is that we’re trying to
accomplish and how it fits with our strategic goal O(509)

While aresearch firm@industry expertise will make the study
more actionable, similarly, over afifth (22%) of respondents say
that locating vendors with appropriate design, research method-
ology, and analytical savvy is challenging. Said one respondent:
At’s rare that you find a company that really has a strong ability to take
the data which anybody can collect and turn it into a creative story that
has a compelling message to it.O(201)
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Vendor's understanding of client
business/industry/market and needs

Vendor's credibility/presence in marketplace

(trustworthy, good service)

Vendors with appropriate design, research
methodology, and analytical savwwy

Obtaining effective/actionable results

R. does not use market research vendor
Excessive cost

Quality/professionalism of interviewers
Directory, central source of research firm

information

FIR1
n=41

o -

Figure 2: Biggest Challenges Working with Market Research Vendors

Understand industry/business/market

Feature solid methodological underpinnings «

Provide, in general, good performance (proactive,

responsive, on time, on budget, etc.)

Be established, have a track record, references, etc

Offer flexibility in compiling, reporting, presenting results

Be cost-effective

Deliver quality results

Provide actionable information
Listen to customer needs

Offer credible, compelling value proposition
(e.g. turnkey solution)

EFF1
n=40

Source: Center for Strategy Research, January 2007

Figure 3: What Market Research Vendors Must Do/Deliver To Be Effective

See Industry Differences Sidebar 1 (page 8)
for explanation of statistically significant
differences noted above.
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Industry Differences Sidebar 2

CPG decision-makers are more likely than
other decision-makersto say that a market
research firm must feature solid methodo-
logical underpinningsto work effectively with
them (50%v. 30%).

W e just did an Internet study using our

customer database and it was just
great because we could hear what our cus-
tomers thought about something very
quickly, very inexpensively, but we just
don’t have the capabilities to tabulate a lot
of open-ended responses, so it restricted us
a bit in what we could ask. (311)

I t's instant gratification. (510)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

CSR asked respondentsto share w hat attributestheir company
looks for in aresearch vendor to work effectively with them. (Fig-
ure 3) Again, vendor understanding of the respondent@industry
isthe most frequent response, stated by over half (53%), and
nearly twiceas often asthe next most popular ideas: offer a solid
methodology and good performance (30% each), and/ or an estab-
lished track record and flexibility in reporting results (25%).

Again, hiring theright research firm can help make a study action-
able, and therefore drive better business decisions. In the words of a
financial services executive, Ol'o be someone who has expertise and ex-
perience. Someone who understands my company and the customers that
we're trying to attract.0(510) Ad ds an executive in CPG: (Have a deep
understanding of the markets which we serve.O(316)

Assessing Research Methodologies

In addition to selecting the right research partner, research deci-
sion-makers select methodologies for particular studiesto address
the challenges mentioned above. Another key objective of CSR@
research was to discover which methodologies participants use,
their satisfaction with them, and why. Respondents were asked
about five common research methodologies: Online quantitative,
telephone quantitative, telephone qualitative, focus groups, and
one-on-oneinterviews.

Internet research has quickly become one of the most prevalent
methodologiesin arelatively short amount of time, and research
decision-makers plan to use it even more often in the future. When
respondents were asked about their use of the Internet for custom
research in the past two years, 87% say they have used this meth-
odology. In fact, 16% say they use it for at least three-quarters of all
their research, and just over a quarter (27%) use the Internet for
more than half their research. When asked about their expected fre-
guency of usage of Internet research over the next three years, 82%
said usage would increase, and 18% said it would remain the same
astoday. None of the respondents expects usage to decrease.

Just over half (52%) of usersindicate that they are very satisfied
with thisresearch methodology, and no one expresses dissatisfac-
tion with it. Some top reasons for satisfaction relate directly to the
challenges mentioned earlier with regard to conducting market re-
search in general: Cost effectivenessis mentioned by 28% asarea-
son for satisfaction, while 25% mention quality and accuracy of
data (25%), and easy-to-reach respondents (22%).

But by far the top reason for satisfaction with the Internet, named by
41%, isfast implementation or accessto results.

Despite high satisfaction, some interview ees voice concerns about
the quality of thismethodology. Nearly athird (29%) say it istoo im-
personal; bviouslyQ said one respondent, Qyou lose some of the inter-
action that you would get from some sort of phone interview...O(403)
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t has been kind of a staple or standard

in the way we’ve conducted research in
the past and the phone surveys that we’ve
done, we’ve just never had issues about the
data or questions about the validity, so it’s
one of those things of tried and true... (507)

f the answers are limiting, which by

definition, they will be, you don't get the
full flavor of somebody’s experience.
There’d be something there, but I think
there’s perhaps a richness that's missed or a
spontaneous response that wasn't thought
of in advance by the survey designer. (103)

Industry Differences Sidebar 3

Financial services decision-makerstend to use
quantitative telephone interviews more fre-
quently than decision-makersin other indus-
tries (40%v. 30%).

Have not used
26%

76 - 100%
15%

51-75%
11%

26 - 50%
19%

Up to 10%

™~ 1%

FONFREQ
n=60

¢
11 - 25%
8%
Figure 4: Quantitative Telephone
Research Usage Since 2005

Source: Center for Strategy Research,
January 2007

t's a nice enhancement to the ratings
parts of the surveys that we do. We
ask a lot of follow-up probing questions
on the telephone. My background is more

qualitative in nature to start with, so 1
tend to probably do that to some overkill
level, but we just feel like it's real impor-
tant to clarify what people are talking
about and to clarify why they're rating
something the way they are because we
like to be able to answer those questions

on the back end, so we've been very satis-
fied with that. (201)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

A fifth (each) of respondents complain of low response rates and
questionable results. One respondent says, Qt’s a wonderful platform,
but my biggest frustration is this last research project was kind of a bust
because we sent out about 600 letters, offered a $20 incentive for participa-
tion, and ended up with 12 decent responses out of the whole batch, so it
was by far, the lowest response rate I've ever dealt with.O(406)

Quantitative phone research is a popular methodology: closeto
three quarters, 74%, of respondents have used it in the past two
years (Figure 4). In linewith Internet research use, just over a quar-
ter (26%) use this methodology for more than half their research.

Asked what they like about quantitative phone interviews, satisfied
users mention statistically reliable results (28%) and overall useful
results (22%) as aspects they like most about this methodology.

Satisfaction with quantitative telephone research is statistically
lower, however, than that with Internet research, with only 29%
saying they are very satisfied. One draw back mentioned by inter-
viewees isthe inability to get quick results, named by 39% of those
who are not satisfied with this methodology, aswell as a per-
ceived lack of cost-effectiveness (31%). OYou do get more intimacyQ
noted one executive in CPG, Qut it isn’t as fast as the Internet and
it’s not as cost-effective.O(303). Perhaps because of this lower satis-
faction, only 8% plan to increase usage of this methodology over
the next three years.

When asked about use of the telephone for qualitative custom re-
search in the past two years, both the number of usersand the fre-
guency of use were lower than with previous methodologies dis-
cussed. (Thereader isreminded that no interviewswere con-
ducted with respondentswho had worked with CSR, so qualita-
tive experience shared in the below commentary is not reflective
of experienceworking with CSR.)

Fully athird have not used a qualitative phone methodology and
fewer than 10% of those who do use this methodology for more than
half their research. In addition, satisfaction with qualitative tele-
phoneresearch is significantly lower than satisfaction with Internet
research, with only 11% saying they are very satisfied with it.

Top reasons for satisfaction among those who use qualitative phone
research include liking the results (33%), and liking the depth

(33%). Reasons for dissatisfaction vary, but in general, qualitative
phone research is described astime consuming, and the data diffi-
cult to interpret. As one decision-maker states, with one eye on the
bottom line, “...we are very careful with it because it is more subjective,
so your decisions made from that are a potentially higher risk.O(416)

Despiterelatively low satisfaction with this methodology compared
to others, 15% plan to increase usage, while 72% said they will con-
tinue using it at the same rate over the next three years.
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Industry Differences Sidebar 4

Financial services decision-makerstend to use
focus groups lessfrequently than other deci-
sion-makers (15%v. 23%.

51-75%
8%

76 - 100%

18%

26 - 50%
22%

29%

FOGFREQ
n=51

11 - 25%

18%

Figure 5: Focus Group Research Usage
Since 2005

5% Have not used

Up to 10%

Source: Center for Strategy Research,
January 2007

S omeone might dominate a group or
influence other people in the group to
express an opinion. (311)

e tend to use one-on-one when the
W information is a little bit more sen-
sitive and they probably wouldn’t feel
comfortable sharing that information in a
group. (009)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

When respondents were asked about their use of focus groups for
custom research in the past two years, 82% say they have used
this methodology. Just under half (44%) of usersindicate that they
are very satisfied with this research methodology. Respondents
who are satisfied mention positive results (27%) and the ability to
watch customers (27%) as aspects they like most about this meth-
odology. 4 think that’s really good for people to see because you're ac-
tually seeing your customer and hearing your customerO(004) accord-
ing to one respondent. Or, as another interviewee put it, Q get the
emotion behind it.O(415)

Because of the interaction among the participants, focus groups
often provide more depth of information than individual inter-
views (12% of satisfied users). At gives us a good feel for what our
customers are really thinkingQ states one decision-maker from the
CPG industry, Qund it's been a more helpful tool to us than any other
form of research.O(305)

Focus groupsin some ways, however, fail to address key chal-
lengeswith conducting market research, including several having
to do with the questionable validity of the data. Some say thereis
too much opportunity for biaswith focus groups, some say the
sample istoo small and therefore can be misleading, others say
group dynamics can skew results, and a couple of respondents
mention that the success of the group dependstoo much on the
moderator.

Some mention that focus groups are also expensive to set up (re-
quiring recruiting, a moderator, participant stipend, refreshments,
facility rental, and reporting and analysis). Despite all these draw -
backs, only 12% (or six respondentstotal) express any dissatisfac-
tion with this methodology.

While fully 50% of the participantsin this study have not used this
methodology in the past two years, those who have are quite sat-
isfied with it. Satisfaction with one-on-one interviewsis consistent
with that of the Internet and focus groups, at mean satisfaction
among usersof 4.2 out of 5.*

Some are satisfied because one-on-one interviews better reveal a
respondent® thought process without the draw backs of
QyroupthinkQ with one-on-one interviews, responses from one
participant do not influencethose of any other participant. Q¢
gives a better opportunity to explore that individual in greater depthO
(006), explained one interviewee.

" Because of the low incidence of use of one on one interviews, CSR will
illustrate the points in this section with verbatims, rather than percentages.
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In addition, respondents say one-on-oneinterviews are well
suited to research on sensitive topicsthat respondents are unlikely
to discuss openly in agroup N medical conditions or personal
finances, for instance. Al so, hard-to-reach professionals, such as
C-level executives or other high-ranking individuals, are often
more accessible for one-on-one conversations than for other re-
search methodologies. And more candid.

Likewise, company employees may prefer aone-on-oneinterview
asthey are often reluctant to speak freely in front of their co-
workers and/ or superiors.?

Decision-makers, however, perceive one-on-one interviews as be-
ing costly: another executive from the CPG industry states that
Qthe focus group is less expensive and we have a small budget, so we
probably lean more toward focus groups than in-depth individual inter-
views, so that you get more input at a lesser cost.O(311)

In qualitative research N relying on focus groups or one-on-one
personal interviews N individuals are probed in depth on specific
issues. Theresult is deep, rich, but anecdotal information. Quanti-
tative research, on the other hand, gleans CharderOdata. Using
online or phone surveys, large numbers of consumers are asked
an array of multiple-choice questions; answers can then be com-
pared and statistically analyzed, revealing significant demo-
graphic or psychographic market characteristics.

The trade-off isthe increased cost and time needed to undertake the
research. While qualitative research better uncoverswhat people
really think, it@ generally more expensive and takes more time than
quantitative; it@ also far less open to statistical evaluation and conse-
quently doesn®yield the hard numbers marketerstypically crave.
Quantitative research iseasier to deploy and satisfiesthe numeric
goals but lacks richness and depth of language, and is next to useless
at digging deeper into arespondent( answers.

Granted, when measured by the standard research cost calculation
(cost per interview), one-on-one interviews can indeed be expen-
sive. But CSR has constructed a new metric N cost per respondent
minute N that demonstratesthat one-on-one interviews can pro-
vide much greater value than, say, focus groups; thismetricis de-
scribed in more detail in the next section of this White Paper.

2 CSR also interviewed individuals from Human Resources departments as a
small subgroup of this study, but are not included in overall results.
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The methodology can be used in on-line or
face-to-face settings, but its most common use
isin telephone interviews. The objective isto
gather information from survey participantsin
the most unbiased and open way possble. The
processhbeginswith the creation of a struc-
tured, conversational questionnaire that is
used in one-on-one interviews. The goal isto
addresseach question to each respondent.
There are no preselected answersfor them to
choose from, nor are they forced to make
choices. Instead, questions such as ONhy do
you like [name of firm]& customer service?0
are asked by interviewers with specialized
skillsand training. Not only are respondents
allowed to answer in their own words, but
interviewers have the freedom and training to
follow up with clarifying probes.

These conversations, usually lasting up to 30
minutes, are recorded, transcribed, and
coded using CSRG proprietary software. The
software allows the coder to identify and
count the frequency with which ideas occur
throughout the interviews. When coding of all
interviewsis complete, the software inte-
grates with standard statistical software to
generate data tablesthat are consistent with
the data tables users are already familiar
with from closed-ended research.

One key difference, however, isthat the vari-
ablesin the tables are derived from the words
spoken by respondents and are not prede-
termined or preselected in advance. In addi-
tion, the text that has been coded and
counted into these variables can be retrieved
from the system at any time, allowing usersto
see the words respondents use. An executive
summary of findings derived from the data is
then compiled and supported by verbatims
from the interviews. The team members com-
piling this summary have several years of ex-
perience in research and in specific industries.

Y ou capture that kind of intimacy that

you definitely don’t get on the Inter-
net. It’s somewhat suppressed in a focus
group because people are worried about
that dominant opinion leader in the
group of whatever. (303)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

The CSR Concept: Combining
Qualitative and Quantitative

To help organizations better understand what people really think,
CSR has developed itsown research methodology that combines
the benefits of both qualitative and quantitative approaches. As
part of this research effort N and to inform its own market strat-
egy N CSR sought to gather reactions to this methodology, an in-
tegrative technique that cost-effectively combines the best of
gualitative and quantitative approaches. This unique methodol-
ogy, as described in the concept statement on the left, was pre-
sented to CSR@ research participantsto get their reactions. As
noted, none of therespondentsin this study had worked with
CSR prior to their interview.

When respondents were asked to rate the concept, the overall re-
sponse was very positive (mean 4.1 out of 5). The majority of re-
spondents (86%) rate the concept very or somewhat attractive,
with two respondents finding it somew hat unattractive and only
onerespondent rating it very unattractive.

CSR asked all respondentsto state, in their own words, what is
attractive to them about this concept (Figure 6). Over afifth found
the ability to obtain a deeper understanding of the participant®@
opinions as an attractive feature of this concept.

Explains one financial services executive: OThe fact that you're get-
ting some depth out of the survey. You're not just finding, OK, what’s
your level of satisfaction? Well, that’s fine. And instead of trying to, and
then you get all sorts of numbers on other questions and then you try
and run correlations to say what’s driving that satisfaction where in-
stead, with this process, you can ask directly each specific customer what
it is that makes them satisfied or loyal to the organization, so that aspect
of it, that you’re able to get the individual customer’s underlying factors
for something directly from the individual customer as opposed to trying
to extrapolate that from the data collected O(502)

Other benefits often identified by these respondentsinclude ob-
taining unexpected results (16%), as well as exact opinions/ no in-
terpretation needed (14%), and 14% believe that thisapproach
would yield better resultsthan afocus group. Says a CPG execu-
tive, QA lot of times, there's stories behind why a person. This also goes
back to what I mentioned earlier about having research that you can act
upon. It's one thing to understand that someone is pretty unhappy about
the check-out time in the store, but on the flip side is they could actually
say that, 'Gee, I wouldn't mind waiting on line if I was fed cookies.” It's
really peeling the onion and really understanding what are the cus-
tomer’s hot buttons in terms of issues. How you can handle them.O(314)
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Can get a deeper understanding of survey participant!s position/opinion ]|

Methodology will produce new, unexpected results unobtainable from

quantitative approaches

Obtaining exact opinions — no interpretation needed

One-on-one approach yields better results than focus group

Method will provide more honest answers

R. Likes idea of quantifying qualitative information

More personal, human, intimate, confidential

Other beneficial aspects cited

WAM4
n=58

Figure 6: Attractive Elements of Concept

When those respondents who reacted positively to the concept
were asked how thisresearch approach would benefit them, 28%
indicate it would help to obtain a more thorough understanding of
customers. One respondent says, GSome people are very careful with
what they say in a survey, not knowing where the information’s going to
8o, but if you have them talking and they re talking continuously on vari-
ous questions, they can’t be on guard all the time and you will eventually
build a pattern of their thoughts and where they re going.O(401)

Almost as many (24%) say a benefit of this methodology isthat it
would provideimproved data for better decision-making, and
about onein ten believe it would provide more value for their re-
search dollar. Says one CPG executive, Qt kind of offers a hybrid of
both a quantitative study and a qualitative study and it depends on what
you're trying to get, but it seems like you'll be able to deliver a lot more
people and I would imagine, maybe in getting kind of qualitative insight,
but doing it in a more cost-efficient manner.O(308)

Financial services decision-makers are more
likely than other decision-makers to say that
an attractive element of CSR& methodology
isthat it quantifies qualitative information
(37%v. 20%.

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

Source: Center for Strategy Research, January 2007

Respondents were also presented with four specific potential
benefitsto this methodology and asked to react to each. These are:

¥ Theopen-ended approach resultsin less biased, morevalid
information, because respondents are not forced to pick prede-
termined answers, and aren® being swayed by others, as they
might in other settings such as focus groups.

¥ Theability to capture respondent@words and ability to access
them later is both powerful and valuable, because thislanguage
can be used in awide variety of ways, for example, to create ad-
vertising campaigns, copy for collateral materials such asdirect
mail, and generate ideas for future productsand services.
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his is probably one of the better sur-

veys that I've ever gone through, or
interviews. You're getting more honest
answers out of me and a truer feeling
than the quantitative surveys I've done in
the past. After a while, you get pretty
bored going though those. (313)

think you’re a terrific interviewer. I

think you're great.... This is far more
enjoyable because we have an ongoing
free-wheeling discussion rather than hav-
ing you read scales and having me play
back numbers for you. (508)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

¥ Theability to capture respondent@words and ability to access
them later isboth powerful and valuable, because thislanguage
can beused in awide variety of ways, for example, to create
advertising campaigns, copy for collateral materials such as di-
rect mail, and generate ideas for future products and services.

¥ Theopen-ended approach allows for the asking, and answer-
ing, of questionsthat are diffi cult to handle in atraditional
guantitative way. For example, to understand what customers
consider responsive service, thisinformation could be retrieved
and potentially quantified from the verbatim responses.

¥ Themethodology allowsfor coding one-on-one, face-to-face in-
terviews. This can be most beneficial when an organization
wantsto show the respondent some material that needsto be
handled in a particular manner or does not translate well over
the Internet or other media. It works by conducting a series of in-
terviewsin afocusgroup setting. All theinterviewsarethen
transcribed and coded in order to understand the unbiased re-
sultsfrom all theinterviewsin a codified and systematic manner.

RespondentsQeactions to the suggested four benefitswere consis-
tently quite positive. For instance, 87% agree that less biasis one bene-
fit, and 93% agree that the ability to capture respondentsGvords and
access them later isanother benefit. In addition, 86% agree that han-
dling difficult questionsis a benefit, and a similar number agree that
the ability to code face-to-face interviews is another benefit.

CSR conducted theinterviewsreported upon here using itsinter-
viewing technique, whichincludes a structured questionnaire based
on open-ended questions, and administered by a CSRinterviewer
trained to probe deeply, and be neutral. In response to a specific ques-
tion about the interview experience, 87% describe it favorably.

When asked to compare the interview to quantitative surveys
they®e participated in, athird of respondents praise the type of in-
formation captured, while 24% indicate it is better than quantitative
approachesand/ or that it felt like a conversation and not a survey.

To understand what peoplereally think requires an alternative,
integrative research methodology N onethat gleans insightful,
anecdotal information with the benefit of statistical support, al-
lows human interpretation of results while maintaining the same
level of relevancy as quantitative techniques, and features strong
controlsin the research design while using comparatively small
samples. CSR@ research shows that many research decision-
makers agree that its methodology yields a more thorough under-
standing of consumers, generates improved data for better deci-
sions, and provides more value for the research dollar.
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f that is everything, I think it’s in-
credible (009)

The Center for Srategy Research, Inc.
101 Federal Street, Suite 1900
Boston, Massachusetts 02110

As part of the methodology, CSR hasalso developed a new re-
search cost calculation N cost per respondent minute N as an al-
ternative to the standard focus group cost-per-interview metric.In a
standard, eight-person, 90-minute focus group, there are nine peo-
ple (eight participants plus moderator) sharing the floor. On aver-
age, therefore, each respondent isallotted 10 minutes of talk time
across those 90 minutes. The total cost of a focus group is about
$6,000 for consumers and $8,000 and up for B2B, which includes
recruiter, moderator, participant stipend, food, facility, report
write-up, and the cost of getting observersto the event. Divide 80
minutes of participant talk time (the moderator doesn®count) into
the $6,000 expense, and the cost per respondent minute is $75 for
consumers ($6,000/ 80), and $100 ($8,000/ 80) for B2B respondents.

Using CSR@methodology, atypical interview runs 30 minutes and
costs betw een $400 - $500, including recruiting, interviewing, partici-
pant stipend, and reporting. The cost per respondent minuteisin the
range of $16 to $25. The big difference results from the amount of time
the respondent spendstalking, which istypically about 20to 25 of
those 30 minutes. When measuring research costswith this metric, in-
terviews conducted using CSR@approach provide much greater value.

Conclusions

OThe problem with market researchQ writes Malcolm Gladwell in his
best-seller CBlink: The Power of Thinking Without ThinkingQ Qs
that it is often too blunt an instrument to pick up the distinction between
the bad and the merely different.OHe wrote this to disparage tradi-
tional market research approaches that incorrectly predict the
failure of ultimately successful products. CSR agreeswith hisas-
sessment because depth of information is essential for nuanced
research, in the same way that computer monitorsrequire high
resolution to render realistic-looking graphics.

Understanding what people really think requires Chigh resolu-
tionOin two ways. The central tension in conducting market re-
search isthis: Quantitative techniques permit generalization and
prediction through statistics, but they omit richness and depth of
response; qualitative techniques preserve deep information, but
they aren® statistically valid. CSR acknowledges that there@ a
QOmissing linkOin most market research approaches, which iswhy
the company has developed its own unique methodology.

CSR@ approach gleans deeper, more precise information than other
gualitative and quantitative methodologies while offering the best of
each. The method allow srespondentsCriginal verbatim answersto
be coupled with arange of statistical analyses. Which allow s organi-
zationsto create plans and take action based on what peoplereally
think and not on a choice of alimited range of pre-selected options.

The research approach also providesatruer understanding of re-
spondentsCoriginal input N something not possible with other types
of research. CSR@ processyieldsricher, more statistically relevant in-
formation at a significantly lower cost per respondent minute, thereby
providing considerably greater value for theresearch investment.
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This report includes numerous verbatims from respondent interviews.
However, another benefit CSR offers clients is the ability to read full re-
spondent transcripts. Below is just one part of one transcript, conducted
with a financial services executive. It further shows the depth of thought
CSR is able to inspire from each individual interviewed.

508.CSR.SS

<1> [I'd like to begin by understanding a little bit about your experience
with market research in general. What do you consider to be the biggest
challenges in obtaining market research in which you feel confident and
that you can use?]

One of the biggest isfinding respondents who meet your criteriafor selection. Often
you may screen for certain characterigtics, be they psychographic or demographic,
and you want to be sure you're getting theright peopleto talk with or communicate
with on-line. Just having the right respondentsis a challenge, especialy when you're
looking &, for example, in the consumer areg, brandsthat are not often used or dter-
natively behaviorsthat are rare or experiencestha have been rare, so finding people.
Finding that needle in the haystack is a chalenge a times and that's the most impor-
tant thing, firg of dl, isto find the right respondents and then asking them theright
guestions that don't bias them in any way and thirdly, of reporting your resultsin a
way that are actionable to your decison-makers and colleagues.

[Of the things you have mentioned, which do you consider to be the single
greatest challenge?]

Number one, just stepping back alittle bit, 1've been talking practicaly about re-
search, but philosophicaly is meeting with your business colleagues to understand
what questions they have and to transform those questions into research issues that
can be addressed through a measurement approach, so | think that often, business
colleagues don't know what questionsto ask and how to ask them, so you haveto
redly bether interpreter for them, so it redly, philosophically, the most important
thingisto know what the questions are and to ask them in the right way.

[Why do you consider that the greatest challenge? What problems does
that challenge cause?]

It'sthe greatest challenge because not everybody's aresearcher and business people
who haven't been trained in research have misconceptions about it. They think re-
search isapush of abutton and they redly don't understand the heavy lifting in-
volved and it'sworseto do research that isn't gppropriate than to do no research at all
because if you do find that certain resultsare. If you do find certain resultsthat don't
bear on business issues, your credibility asaresearcher isat risk and research, quite
honestly, isaluxury. It's expensive. It has the reputation of being academic informa
tion that redly will rest on ashef and not get used by decision-makers, so every pro-
ject isredly like a Broadway show debut. You're only as good asyour last project and
if you can't help the decision-makerswith their work, you're useless.

[What are you currently doing to alleviate that challenge?]

In my current work, the work | do is very actionable and action-oriented. We get
feedback from our business constituencies, (inaudible) questionnaire design. We
present to them. | present to them comprehensive findings and get their input on
how that relates to their current plans and try to tie back results to any kinds of
marketing initiatives, so | can tell them, "Well, we see acertain trend here because,
for example, you are reworking your cost-center system,' so | try to explain things,
trends in the data, by reference to actual marketing initiatives or business events,
thereby helping them understand what they're doing right or wrong, so | involve
the business congtituencies in the project a every stage and keep them involved.
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[If that challenge were magically solved, what would the benefit be to you
and your company?]

Research would not have to be so defensive as afunction areaand it may result in
probably getting more funding. We wouldn't have to fight for funding. People
would see the inherent vaue of research.

[What are the biggest challenges you encounter working with market re-
search vendors?]

Oneis doing things in atimely manner and I'm hoping that my vendorsin generd
arevery proactive. | want to manage them, but manage them asiif they werea sen-
ior colleague, s0. And I'm lucky right now to work with vendors who are that way,
who are proactive, who don't need my micromanagement directives, who can func-
tion fairly well without my help, so onething is finding the right vendor who is
senior enough, having a senior contact on the vendor's side who can anticipate
problems and pardon my colloquidism, keep the s*** from flowing uphill.

[What two or three key things must a market research firm do to work with
your firm effectively?]

Number one, be proactive. Number two, provide vaue, provide more than data,
provide insight beyond information and anticipate problems and fix them before |
become aware of them asthe client and do thingsin atimely manner. Do things for
me tha would help me because | have no direct reports. | manage anumber of ven-
dors Thisisthe new age of corporate America. I've been in environments wherel
would have severa direct reports aswell as vendors, but now we're lean and mean
and | haveto do stuff that |'d rather to pass on to the vendor, so if my vendor can be
fairly flexible and do things, in former days, my direct reports would do.
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