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PREFACE

The present volume has been prepared to meet the need for
materials which will give practice in working with the problems
encountered in marketing research. It is increasingly recog-
nized that principles and methodology descriptively studied fail
to prepare the student sufficiently to deal effectively with mar-
keting research problems in the field. Too often the student
is lost when he goes out into the business world and meets a
problem necessitating original thinking and some use of re-
search methodology; his background has done little to prepare
him to handle problems under operating conditions. In this
book are presented cases and problems designed to be used in
conjunction with a basic textbook in the introductory course in
marketing research. The student is faced with practical situ-
ations to which he can apply research techniques as soon as he
has mastered them in theory.

The cases and problems have been carefully selected with
this objective in mind. They provide all the necessary data and
fill in the background material, both relevant and irrelevant.
The student is then asked to resolve the problem, choosing for
himself the method by which he will reach a solution. Above
all else, the aim has been to encourage the student to think for
himself—to take little for granted, to sort out what is useful
from what is not, to examine all procedures critically, and to
attempt to improvise new methods where existing ones prove
inadequate.

The book is organized into nine divisions, each covering a
major aspect of the research operation. Every division is pref-
aced by a discussion of several pages which surveys the opera-
tion in question and attempts to clarify selected issues which
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iv PREFACE

tend to be troublesome to the student. Each of these discus-
sions places the operation in its proper setting and shows how
the cases presented in the section fit into the total process.
These discussions will be valuable for review purposes where
the book is used in a course in applied marketing research which
follows a first course devoted to principles. They will also pro-
vide the basic minimum of text materials for those who use the
book in an introductory course taught by the case method. A
selected, annotated bibliography at the end of each part gives
detailed references to further pertinent information in market-
ing research textbooks and other literature.

The cases included cover a variety of different areas, situ-
ations, and levels of difficulty. Their arrangement within a
particular section has been determined both by considerations
of logical order and by a desire to place the easier cases early
in the section. Although most of the cases refer to separate
situations, occasionally two or more cases have been used to
trace the same problem through successive operations. This
sometimes proves to be a more effective teaching method than
continually taking up new situations.

In writing this book, the authors have had the privilege of
obtaining case materials from a number of people and or-
ganizations. Among them are W. R. Spurlock, Director of
Marketing Research, Eli Lilly and Company; the Bureau of
Economic and Business Research of the University of Illinois;
the Bureau of Business Management of the same University;
Donald E. West, Director of Market Research, McCall Cor-
poration, and Harry Rosten, Research Manager, The New
York Times. There are also many others who, because of the
nature of the material supplied, prefer to remain anonymous.
To all of them, our sincere thanks and appreciation. We
should also like to acknowledge a special debt of gratitude to
Professor Lincoln Clark for his reading of the manuscript and
for the many constructive suggestions he offered.

DonaLp F. BLANKERTZ

RoBERT FERBER

Hucua G. WALES
March, 1954
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Part |

FORMULATING THE PROBLEM

The Nature of the Task

Marketing researchers not only gather facts and attempt to
provide solutions to problems, but also must formulate the prob-
lems themselves. Indeed, the research task in general may be
characterized as being (1) to pin point problems, (2) to suggest
possible explanations or solutions to them (these are called
hypotheses), and (3) to test these explanations or solutions (or
hypotheses). Each function may be of equal importance.

But what is a problem? It may be merely to characterize or
measure marketing phenomena, as the number of customers for
a firm, the nature and extent of certain activities of dealers, or
the sales volume by type of outlet. Or a problem may be to
identify the factors that influence the action or event (or phe-
nomenon), as purchases made at trade shows, readership of
trade journals, or the use of credit. Or a problem may be to find
the relationship—if any—between two or more phenomena, as
family size or income or geographical location and volume of
consumption of a product. Thus, the researcher may be dis-
covering what actually occurs, why it occurs, and what effect
it has.

Sometimes problem formulation is easy. The problems may
be simple and clear; the same, or very similar, problems may
have been studied before; or much preliminary work may have
been done by others. Often, however, the problem is new, or
complex, or scantily described, or deceptive. Then the re-
searcher faces one of his most interesting and challenging re-
sponsibilities: deciding what the problem is. Without a diag-
nosis, no sound course of treatment can be possible.

3



4 MARKETING RESEARCH

Problem formulation includes several separate, though re-
lated, aspects: a true understanding of the business situation;
rephrasing into quantitative or operable terms; specific wording
of possible explanations or solutions; looking ahead to the steps
that will follow immediately; and deciding what, if any, research
is needed.

Working Methods

Understanding the business situation which gives rise to the
problem requires perspective. Much that has been learned in
accounting, economics, marketing, and other fields is often
called into play. For example, almost any question regarding
profitability will involve considerations from the three fields
noted. Attention to the environment of the specific issue—the
policies and operations of the company or industry as well as the
facts of the market place—is needed. Thus the researcher not
only dissects what information is directly at hand when he be-
gins, but also adds all that is relevant which his knowledge, ex-
perience, and imagination can supply.

A common working method to aid problem understanding is
to write out all the possibilities which come to mind. This ex-
plodes the problem into many fields and stimulates thinking.
Each of the possibilities can then be considered as to meaning
and implications. (Case 4 illustrates this method.)

Rephrasing problems also adds understanding as well as pro-
viding needed precision. Indeed, as soon as one attempts to
write out possibilities, he becomes aware of problems of termi-
nology. “Jobber,” for example, may be synonymous with
“wholesaler.” In a general discussion, this definition may ap-
pear sufficient, However, concrete expression of specific possi-
bilities may reveal that in this particular case the company’s
problem pertains to drop shipping (possession without physical
handling). Here, the two terms are clearly not synonymous.

As another example, a client may claim interest in all aspects
of the preferences of hotel guests regarding bathroom linens.
But when this apparently simple question of “What are their
preferences?” is rephrased into operationally meaningful quec-



FORMULATING THE PROBLEM 5

tions, the list grows horrifyingly long. It soon is clear that not
all preferences are important after all.

Consider, even, the implications of so simple a term as “cus-
tomer.” For a department store study this might be defined as
any person purchasing at the store, or as any person using or con-
suming goods bought at the store, or as any person buying for
credit, or as any person buying only at the one department storc
(in a given period of time), or as any person buying more at
the one store than at any other, or in dozens of other ways. Yet
each term when employed would yield different figures and facts
useful in different ways to examine different aspects of patron-
age. :

This is not to imply that the researcher avoids standard ter-
minology. The use of such terminology is invariably an integral
part of a study. It must be recognized, however, that in a real
sense the researcher creates facts (whether numbers, percent-
ages, or otherwise) by the way he defines his terms. Only care-
ful definition will reveal the heart of the specific problem.
Again the common working method is to write out possibilities,
to discuss them with others, and to test their usefulness.

As already suggested, writing out possible solutions or expla-
nations to problems gives scope and direction to the research.
The problem may be one of high, and rising, sales costs. The
possible solutions may include: rerouting salesmen, broadening
the product line, or improving dealer relations. Which are sup-
ported by the information available? (And, of course, there are
such related questions as: what types of rerouting, what aspects
of dealer relationships, and so forth.) More necessary than
they may seem, more difficult than they appear, these hypoth-
eses establish the nature and extent of the research that will fol-
low.

As the doctor detects some symptoms readily but must seek
for others by questioning the patient or examining him, so, too,
the researcher may diagnose some aspects at once but needs to
go further. What persons will he want to see and what ques-
tions should be asked? Where can he find clarifications for
some issues, in what records or books, and how can various pos-
sibilities be pursued? Certain formulations of the problem
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immediately suggest company data; others obviously call for
interviews. Thus problem formulation leads to the steps which
follow. Already some plans begin to take form because they
are inherent in the situations being considered in the search for
the problem.

This preliminary formulation may reveal that there really is
no problem, or that it is far different from what was anticipated
at first. Formulation, therefore, is no mere logical or literary
job; it is an exploration of business possibilities and of the data
available.

Work procedures at this stage are governed largely by the
specific manner in which the problem has arisen and the nature
of the business situation involved. Among more or less
mechanical methods that are commonly used in this stage of
research are, as noted above, the written expression of ideas and
possible explanations, and the full discussion of them with other
members of the research staff. An essential step is to break
problems into the smallest possible pieces for clearer examina-
tion. Related ideas can then be added and different ideas can
be cross-related. Out of this expression, division, reassembly,
and selection comes the concrete (but still preliminary) formu-
lation.

Special Difficulties

The lack of well-developed processes or techniques for prob-
lem formulation, as is common to other stages of marketing
research, is a grave difficulty, especially for the beginner. For-
tunately, an active, curious mind can do much to overcome this
deficiency.

The greatest difficulty, perhaps, is that this stage of research
has no specific boundaries. Without some knowledge and
data, only crude and probably faulty formt!.'ions are possible.
The researcher already has talked to some members of his com-
pany or read their statements (or met with the client), so that
to some extent he is already engaged in the internal analysis or
situation analysis. He probably has moved ahead to some con-
sideration of methods of gathering data. In fact, to a consider-
able extent he must already have envisioned the end results at
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the very beginning. For these reasons not all researchers recog-
nize problem formulation as a separate and distinct phase of
marketing research, and not all of those who do place it as the
first step.  However, at least for learning purposes, it seems im-
portant to segregate these functions as sharply, as clearly, and
as early as possible.

The Cases in This Part

Some of the cases which follow are intended to represent
situations as actually faced when available information is scanty,
the problem not clear, and the need for research not certain.
Consideration of these may lead mostly to determination of
logical next steps, or of sources and types of information needed.
The challenge is to analyze and use what facts are available and
to carry problem formulation as far as possible. Although the
recurring cry for more data will be sounded, it is well to learn
early that masses of data alone seldom solve problems. The
information needed is not just any information, but specific
kinds based on the investigation of that already at hand. The
cases should arouse curiosity, reveal the benefits of general
knowledge, and indicate the first order of research problems
faced.

Cases 1 through 3 are of this type. Case 1, “What Sales
Methods to Use?” reveals a common marketing problem in the
somewhat unusual setting of seed corn distribution. Case 2,
“Sales Organization Plans,” presents a similar problem of a
manufacturer of fluorescent lighting fixtures. Case 3, “Market-
ing a New Product,” represents a borderline situation regarding
the need for research and the usefulness of available informa-
tion.

Other cases relate to situations in which more information
was available to the researchers and in which problem formula-
tion had been partially completed. These cases provide oppor-
tunities for careful formulation of hypotheses and rephrasings
of original statements. Case 4, “A Local Market Study,” de-
scribes the origins of a broad study in which problems have been
specified in some detail by members of the luggage manufac-
turers’ trade association. Case 5, “Is the New Branch Store
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Profitable?” presents tentative formulations made by the re-
searchers and thus, as a first reading, may provide vicarious
experience in problem formulation.

The other two cases in this part represent special situations.
Case 6, “A Survey Proposal,” resembles both Case 4 in breadth
and the earlier cases in scarcity of data, but raises the new prob-
lem of tailoring a dehydrated foods study to meet different
interests. Case 7, ““A Distribution Cost Study,” serves to intro-
duce the problem of applying these special techniques to the
situation of a service wholesaler.

BIBLIOGRAPHY
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Part I Cases

CASE |—WHAT SALES METHODS TO USE?

BACKGROUND

By the summer of 1952, the Central-Illinois Seed Company
was selling a substantial volume of seed corn to farmers of I1li-
nois, Iowa, and Indiana. Although not considered one of the
big seed corn companies of Illinois, it had been growing contin-
uously since it was founded about ten years before. The use
of modern methods of growing and processing made it possible
for the company to compete on a very favorable basis with other
concerns in the business.

The hybrid seed corn companies employed an unusual dis-
tribution plan. Farmers who were looked upon as leaders in
their communities were usually given dealer contracts. These
farmers, who generally turned out to be financially independent
of any income received from outside activities, served as dealers
and sold to other farmers during their off-hours.

The general sales manager of the Central-Illinois Seed Com-
pany, Mr. Lupton, had divided the states of Iowa, Illinois, and
Indiana into 12 districts with a district sales manager over each
territory. Each district sales manager supervised from seventy
to one hundred twenty local farmer-dealers. The district sales
manager sought to obtain productive farmer-dealers and to
stimulate them to sell as much seed corn as possible.

The selling season starts in the spring between March 15 and
April 15, when the seed corn, ordered the previous year, is de-
livered. When the corn is delivered, the farmer-dealer can fre-
quently get the farmer to commit himself for the coming year
for the largest part of his requirements. About 70 per cent of
seed corn is sold before January 1 for delivery three to four

9
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months later. The other 30 per cent is sold between January 1
and delivery time.

In a few cases, district sales managers had obtained good sales
results from feed and seed stores. The major hybrid seed corn
companies, nonetheless, continued to use farmer-dealers. Since
the practice was firmly entrenched, there seemed little reason to
depart from it.

THE PrOBLEM

The general sales manager put the problem in this form:
“What can be done to help farmer-dealers to get more product
knowledge, to make more calls, and to sell prospects properly?”
His main goal was to build up sales volume; but he was uncer-
tain as to whether to attempt this through regular channels or
through a new method of distribution.

DaATA AVAILABLE

Little published information being available, information
would have to be assembled from primary sources.

QUESTIONS TO BE ANSWERED

1. Is the sales manager’s formulation of the problem susceptible
to research?

2. Is the problem to find out the relationship of the farmer-
dealers’ product knowledge and their sales?

3. Is the problem to uncover the number and nature of the
calls made by farmer-dealers?

4. Before final formulation of the problem, will it be necessary
to take into consideration the reactions of farmers to sales
arguments for the use of hybrid seed corn?

5. Is the attitude of farmers toward different seeds, alternative
sources of supply, or other matters important to the problem?

CASE 2—SALES ORGANIZATION PLANS

BACKGROUND

The Great Lakes Manufacturing Company makes fluores-
cent lighting fixtures for residential, industrial, commercial, and
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institutional installations. Because of the nature of the indus-
try, it contains essentially three types of firms, which operate at
different competitive levels. The differences are based mostly
on the marketing functions performed and distribution meth-
ods used by individual manufacturers. The first group of firms
can be described as selling to exclusive electrical wholesalers in
each area; their sales generally include the highest priced light-
ing fixtures. The second group sells to any electrical whole-
salers who maintain fixture stocks, and the third group sells not
only to any wholesaler in any quantity, but also directly to con-
tractors and consumers. The Great Lakes Manufacturing
Company has a distribution plan that puts it into the second
group.

The Great Lakes Company does not seck contracts on large
industrial installations, but secures some business from large
remodeling jobs. The major portion of its business comes from
smaller installations, including over-the-counter sales by whole-
salers.

The present sales staff includes four men who sell exclusively
for Great Lakes. In addition, fifteen manufacturers’ represent-
atives are utilized. Each group attempts to reach architects and
construction engineers who must be persuaded to include Great
Lakes fixtures in their specifications. Electrical contractors are
also called upon with the same purpose in mind—that of recom-
mending the installation of Great Lakes fixtures to builders. In
addition to these calls upon technical personnel, representatives
also reach electrical wholesalers who sell to each of these groups.

Still another important group, composed of lighting con-
sultants of public utility companies, is reached by sales person-
nel. These consultants are frequently asked to make recom-
mendations to customers who are planning to construct new
buildings, remodel old ones, or make repairs.

In order to reach its customers, the company has divided the
United States into eighteen sales territories. On the average,
the salesmen make about sixty calls a week in these territories.
In 1951 they accounted for a total sales volume of approximately
$1,500,000.
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TuE PROBLEM

The company feels that it would be better for the sales organ-
ization if the manufacturers’ agents were replaced by full-time
company salesmen.

In exploring the possibility, the personnel manager has put
classified ads in newspapers and trade journals. Employment
agencies have also been utilized. In spite of all this effort, the
results, in so far as obtaining qualified sales personnel is con-
cerned, have not been too satisfactory. The personnel man
reported that one agency had sent a number of men who were
below his standards and another had sent men who were above
his standards. Out of seventy-five interviews, he had found
only two men who he felt were desirable enough to be offered
a contract for employment.

A very limited amount of sales training is given the new sales-
men. The sales manager is of the opinion that the average
salesman can learn all he needs to know in one week. There-
fore, he concludes that the main job of a salesman in his com-
pany is that of knowing the products and customers of the
company. Inkeeping with this idea, he likes to have salesmen
make friends with their customers and prospects from the start.

Compensation of the salesmen is a combination of a com-
mission with a guarantee. For good salesmen, earnings can be
asmuch as $30,000 a year.

QUESTIONS TO BE ANSWERED

1. What is the key problem and how can it be formulated?
2. Isresearch needed?

CASE 3—MARKETING A NEW PRODUCT

Backcrounp

In April, 1950, a concern that had been making devices used
by doctors in the treatment of certain physical handicaps de-
cided to branch out its manufacturing operations. The decision
grew out of a desire not only to increase the profitability of the
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business, but also to utilize one of the wasted by-products of its
principal manufacturing operation. .The waste material was
scrap leather which could be cut into small strips about % inch
in width and 3 to 4 inches in length.

The company used heavy packing cartons, made of straw-
board, for shipping the product to customers. By chance, it
occurred to the owner of the business that these packing cartons
could be impregnated with wax, thereby producing a waterproof
container. After some experiment, he developed an impreg-
nated container that was insulated with fiber glass and that
could be used to keep foods either hot or cold over long periods
of time. Handles for the container were made from the scrap
leather. Detailed sketches of this insulated box, called “Pic-
Pac,” are given below.

r,’.’.‘.—:_—::::..':_':"l
] [N
1 H
H ‘|  HANDLE HOLES
o J FOR LIFTING
e o e e e o e e o e e J
FIBRE-GLASS
INSIDE  FIBRE GLASS
LID—  INSULATION—, /‘L'D INSULATION
St [
H H H |
1 : 1 :‘
, PIC-PAC | : |
| ] |
L—-— ‘l/ ————— 1" L — _Jl
PRODucT-j INS!DEX' OUTSIDE
NAME CARTON CARTON

The major product line of the company, the medical de-
vices, was distributed directly to drugstores and medical supply
houses, and by mail order directly to users. It therefore seemed
that some of these outlets might be employed in the distribu-
tion of the Pic-Pac to consumers. The reasoning of the owner
of the company was that this insulated carton could be used by
consumers to pack picnic lunches (the name of the product sug-
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gests this) and as a container for cooling bottled or canned
beverages. Hence, drugstores might be used as middlemen for
distributing this product. In addition, since the carton could
be shipped in knockdown form and assembled easily by the con-
sumer, it seemed that a profitable mail-order business might be
developed.

The retail price of the item was set arbitrarily at $1.98. This
price was justified on the basis of the carton’s durability and con-
venience in cooling and preserving picnic foods, beverages, fruit,
and game.

THE PrOBLEM

The owner of the business presented his problem to an adver-
tising agency for consideration. He wanted to know what chan-
nels and, particularly, what advertising media would be most
suitable for marketing his Pic-Pac. It was his opinion that mail
order would offer the most economical means of putting his
product on the market, and he, therefore, thought that the ad-
vertising agency might help him market Pic-Pac through this
channel of distribution.

AvarLasrLe Data

No published data were available on the sale of this or similar
products. At that time, several insulated containers of a similar
nature were on the market, manufactured by metal products
companies, selling from $6.95 to $15.00. All of them made use
of light-weight metals instead of strawboard as the container
material. They were marketed primarily through retail outlets
—department stores, drugstores, and sporting-goods stores, with
some supplementary distribution through mail-order sales.

Action NEEDED

1. How can available information be used?
2. For what specific problems is research needed and how can
these problems be formulated?
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CASE 4—A LOCAL MARKET STUDY

Backcrounp

The Luggage Manufacturers’ Association is a trade associ-
ation whose primary efforts in marketing research have been
directed toward gathering production and sales data from mem-
bers and secking standardization in the field. A slump in in-
dustry sales plus the urging of the executive secretary has led
to the consideration of a market survey.

TuE PROBLEM

No study of consumer purchase or use of luggage has ever
been made. The suggestion that a local market study would
be most economical for the Association has met with favor.
Finally, a research group in a large eastern city has been ap-
proached. The Association has requested that the study be a
broad one, including such areas as consumer use and purchase
habits, consumer preferences for prices and styles, and con-
sumer buying intentions. The study is expected to prove useful
to individual manufacturers in designing, promoting, distrib-
uting, and selling their lines of luggage.

QUESTIONS RECOMMENDED

The researchers, during negotiations, had requested that the
directors of the Association, or some representative group of
members, be asked to state specifically the information they
desired. The executive secretary thereafter canvassed members
and obtained this list of questions:

1. What does the consumer look for when purchasing lug-
age?

2. %é;es the consumer prefer leather luggage to striped, canvas-
covered luggage?

3. Does the consumer look for styling in luggage?

4. Do female consumers prefer bright colors within and on the
outside of luggage?

5. What kind of luggage does the male consumer prefer?
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. How often does the consumer use his luggage?

. How old is his present luggage?

. How often does the consumer travel?

. What care does he give his luggage when not in use?

. Where does the consumer store his luggage?

11. Did he buy his luggage or receive it as a gift?

12. Does the consumer purchase luggage for gifts?

13. Does the consumer know whether the luggage he now pos-
sesses differs in style and convenience from that which is at
present being made and sold?

14. Is the consumer in the market for new luggage? If not,
how soon will he be in the market?

15. If the consumer is not considering the purchase of new
luggage now, would he buy if he were aware that the lug-
gage made today has better style and is more serviceable?

16. When purchasing luggage, does the consumer have a def-
inite price range in mind?

17. Does the price determine the luggage which is eventually

purchased, regardless of its type or serviceability?

—
OO 0o~ N

INFORMATION AVAILABLE

Luggage is a highly variable product. Many materials includ-
ing various leathers, plastics, aluminum, various cloths (such as
canvas, duck, cotton, and linen), and paper are used alone or to
cover plywood boxes. Luggage may be lined, as with linen, cot-
ton, or silk, in various designs and colors, or it may be unlined.
Colored luggage has been increasing in popularity. Prices vary
from $1 to well over $100. Types range all the way from hat
and shoe boxes to large pullman cases with trays. Men’s lug-
gage includes overnight bags, fortnighters, one-suiters, two-suit-
ers, folding suit bags, valises, suitcases, sports-style bags, foot
lockers, and even brief cases. 'Women'’s luggage includes over-
night cases, train cases, bus cases, hat and shoe boxes, wardrobe
hanger cases, and vanity boxes. Moreover, these names are not
always used in the same way, and nearly every type comes in
varying sizes. Many trade names are used. Such terms as
“Gladstone” and “airplane luggage” have various meanings to
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the industry, to the retailers, and to the public. Matched sets
have been given considerable promotien in recent years.

Distribution is mainly through wholesalers, although many
manufacturers sell directly to retailers. Outlets include luggage
and leather goods stores, jewelry stores, department stores,
men’s wear specialty shops, variety stores, sporting-goods stores,
and pawn shops. During the war a large volume went through
military outlets.

ActioN NEEDED

1. What is the problem here? How can the questions fur-
nished and the information on hand be utilized to formulate
the problem?

2. What really is meant by each of the questions supplied?
How important is each?

3. In what ways would answers to the questions be useful?

4. Have any important questions of consumer use and prefer-
ence or purchasing behavior been omitted?

5. How can the questions be grouped or classified?

CASE 5—IS THE NEW BRANCH STORE
PROFITABLE?

BackcrouND

The Boris Department Store is a large department store in
an Eastern metropolitan area. Located in the central shopping
district, the store does about $50 million annual volume. Al-
most half of this business comes from residents of the city. The
balance is spread over fifteen surrounding counties, except for
a few hundred thousand dollars of sales widely scattered over
the rest of the country and the world.

The store has been approached by the landlord of a property
in a large secondary shopping center. This shopping center,
known as the Ransom shopping district, is located in a heavily
populated suburban area which has been growing steadily.
The landlord was dissatisfied with the low volume of business
done on his property by the branch store of another, but con-
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siderably smaller, department store in the city; the lease called
for rental payments consisting of a guaranteed minimum plus
an additional sum determined by gross sales. The landlord
offered the lease to the Boris Department Store.

Before purchasing the lease the store had its research staff
make an estimate of probable volume of sales. A research
agency also had been hired to make a consumer survey in the
Ransom district trading area. 'This study analyzed the attitudes
of consumers toward Ransom district and city stores, their pref-
erences for places to shop, their use of transportation facilities,
their ages, and many other aspects of their buying habits. The
study was primarily intended to aid in determining what type of
operations would be best suited to the market.

The estimate made was that over $4 million in sales could be
expected in the first year and more than $6 million per year
after five years. The previous tenant was doing approximately
$1,500,000 annually.

The lease was purchased. After modernizing and air con-
ditioning the sales floors, the store opened in October.

Tue PrOBLEM

At the end of the first year of branch operation, net sales were
$4,500,000, or three times the volume previously done on the
site. Although encouraged by results, the management of the
Boris Department Store felt uncertain of the success of the new
branch. Was it really profitable? An answer to this question
would not only affect plans for the branch, but would also help
to determine policy on the possible opening of branches in other
suburbs or nearby cities. A research group was asked to find the
answer.

In early conversations with store ofhicials, several issues were
explored. The most obvious problem seemed to be the ques-
tion of allocating expenses. The branch was not organized as
a completely separate unit. Buyers in the parent store also did
the buying for the branch. Merchandise was received, checked,
and marked in the downtown, parent store, being taken by truck
to the branch store when needed there for forward stock. All
credit and accounting operations were centralized in the parent
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store, as were many other operations. Allocation of indirect
and joint costs, therefore, was a problem. Store officials, how-
ever, seemed little concerned with profitability in the strict
accounting sense. Despite considerable use of sales volume as
an allocation base and the possible use of better bases, it was felt
that any reasonable division of expenses would demonstrate un-
questionably that the branch was profitable.

Neither did store management seem concerned with the effi-
ciency of branch operations. There appeared to be some
divergence of views about the degree of adaptation of the
branch to its particular market. Except for a few different
brands in a few departments and differences in price lines, the
branch carried the same merchandise as similar departments
in the parent store. Some officials believed there should be
more differences and that buyers should be forced to distinguish
between the markets. In general, however, efficiency of opera-
tions was not considered a major problem. Routine data from
stock control records and accounting and statistical data were
believed sufficient to detect important weaknesses in operations.

The principal worry about branch profitability apparently
stemmed from the same fear which had deterred branch expan-
sion by many stores in the years following World War II, when
construction again was possible and when the movement of
population to the suburbs was well established. This was the
fear that branch store business was stolen from parent store
business.

The smaller trading area of the branch store, of course, was
encompassed by the trading area of the parent store. This
meant that Boris customers now could buy a wide range of al-
most identical merchandise at two different locations. Had
the convenience of shopping outside of the congested city-
center area caused customers to shift trade to the new location?
It was felt that if most branch sales were the result of a mere
shifting of business from one site to another, then the branch
was unprofitable. The new expenses incurred in the branch,
it was believed, had to be justified by new business, an addition
to the total volume done by the Boris Company.

Much suspicion existed that a transfer or switching of busi-
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ness actually had occurred. Parent store sales had matched, in
fact slightly exceeded, the increase in department store business
regionally as shown by the Federal Reserve Board Index of
Department Store Sales. This increase, however, was much less
than anticipated and far below the rate of growth enjoyed by
the parent store in recent years. Perhaps this was due to the
siphoning off of downtown trade by the new branch store.

Insofar as switching of trade was the problem, it seemed im-
mediately to lead to the problems of buying habits, customer
preferences, customer characteristics, and the competitive situ-
ation. The origins of branch business, in short, seemed to in-
volve many market problems. Had the new branch changed
buying habits in relation to purchases downtown or in nearby
cities or secondary shopping centers other than the Ransom
area? How about travel patterns, types of customers affected,
competitive changes, and soon? An investigation of such ques-
tions could illuminate the problems of why and how the branch
was profitable or unprofitable, especially since many forces were
operating outside of parent and branch store operations and
without direct reflection in store records.

A special problem was the effect of having taken over a site
on which a branch store had operated. Had this been a major
factor in developing sales? Few, if any, opportunities to secure
such sites would exist in the future should more branch open-
ings be considered.

QUESTIONS TO BE ANSWERED

These broad, preliminary considerations suggest several pos-
sible problems and numerous specific questions for which re-
search might seek answers. These specific questions include:

1. How much new business did the branch develop?

2. How many new customers were attracted?

3. How much business was “stolen” from the parent store?

4. How much new business, if any, would branch operations
have to add to make the new branch profitable?

5. Were inactive accounts of the parent store reactivated by
the branch?
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6. Has the branch been “feeding back” business to the parent?
7. How many Ransom area customers deal only with the
branch? Only with the parent store?
8. How many customers deal with both stores, and how do
they divide their purchases?
9. What kinds of customers has the branch attracted?
10. Have some customers of the branch stopped buying from
the parent store or from all downtown department stores?
11. How many shopping trips do customers make? Where?
By what means of transportation?
12. How have specific competitors in the Ransom shopping
district, downtown, and in other shopping centers fared?

DATA AVAILABLE

No published results of any similar study were available;
neither could any noncompetitive store be found which had
made such a study.

Two research reports on the Ransom trading area were avail-
able. As already noted, one had been made for the Boris De-
partment Store prior to purchasing the branch lease. It showed
ratings regarding women’s favorite downtown department
stores and their reasons for their preferences; their last purchases
of fourteen categories of goods; how much buying was done in
specified areas; purchases in the Ransom shopping district,
time, type, preferences, stores, means of transportation, and
soon. The other was a basic trading area study delimiting the
area for wartime purchasing and peacetime purchasing, reveal-
ing shopping habits, and estimating present and future sales
potentials.

Store records on credit purchases in the form of microfilm
copies of monthly statements provided basic data for measuring
the place (branch or parent) of purchases, type, and amount.
Sales slips data were so filed as to render their use for enumerat-
ing a sample of customers very difficult. The dates when ac-
counts were opened and all changes in residence were available
from store records. It was estimated that about one sixth of the
total parent store sales volume came from Ransom area custom-
ers. Nearly two thirds of all business was on a charge basis, but,
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when the cash purchases of credit customers were considered,
more than 90 per cent of all business came from persons with
credit accounts at the Boris Company.

An analysis of 11,555 sales slips for purchases made during
one week in May showed the geographical origin of branch
customers broken down into nine major areas of the Ransom
trading area and twenty subareas.

All regular stock control data, sales data, and other routine
statistical and accounting data were available.

A cursory survey of published sources showed the following:
GororF, . M. “What Customers Think about Branch Stores,” Journal of Re-

tailing, October, 1948.

“Department Stores Hurrying to Suburbs,” Business Week, October 4, 1947, pp.
24-26.
Conversg, P. D. “Factors Determining Retail Shopping Preferences,” Dun’s

Review, August, 1947.

A series of articles by E. B. WEiss appearing in the Department Store Economist,

March through July, 1949; other articles in Printers’ Ink, Architectural Rec-
ord, and Architectural Forum, most of them about individual stores.

ActioN NEEDED

At this preliminary stage of the study, the researchers wish to
formulate the problem, or problems, tentatively but specifically.

1. Which aspect (or aspects) of the question of branch store
profitability is central to the problem?

2. How can the basic problem, as it now appears, be defined?

3. What are the specific questions involved?

4. How should the study proceed from this point?

CASE 6—A SURVEY PROPOSAL

Backcrounp

National Publishers, Inc., an organization of several mag-
azine publishers, following the lead of other publishers and
publishing groups, was considering a series of surveys which
would interest its readers, industry and trade members, and ad-
vertisers. One survey suggested pertained to dehydrated food
products. During World War II there had been much public
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interest in the military and foreign-aid uses of dehydrated foods
and in the potential civilian uses.

TrE ProposaL

Late in 1946 a letter was sent by National Publishers to the
new Dehydrated Foods Council, an organization which at that
time represented processors and distributors of dehydrated
foods. This letter outlined plans for the projected series of
surveys and tentative ideas for a project on dehydrated foods.

Suggestions were made that a survey of housewives might be
of greatest general interest and benefit. The most recent of the
annual consumer surveys and pantry inventories by newspapers
had covered only dry soup mixes. The percentage of house-
wives stocking dry soup mixes was 33.3 in the Chicago Sun-
Times Pantry Poll, and 41.8 in the Omaha World Herald poll.
Affirmative answers to the question, “Do you buy dry mixes for
making soup?” were, in the Milwaukee Journal, 56.7 per cent,
and in the Indianapolis Star, 23.6 per cent.

The suggestion was made that the present survey cover the
full range of dehydrated products, the types of families using
each, frequency of use, methods of purchase, and attitudes to-
ward these products. Of interest in the latter connection were
the likes and dislikes that family members who had served in
the armed forces had acquired through experience with dehy-
drated foods and how these attitudes might affect market devel-
opment. Personal interviewing seemed best, though pantry
counts and magazine surveys might also be used.

Also suggested was the possibility of a related survey of insti-
tutional users and of retail outlets handling dehydrated foods.
In addition, of course, any study would include a discussion of
industry growth, processes, plans, and other matters. The views
and cooperation of the Council were solicited.

TuE REPLY

The reply received from the managing director of the Council
expressed much interest in a survey such as was proposed and
offered assistance. Certain qualifications were given, however,
particularly to the effect that the Council felt it would not be
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good industry policy to have the results published at this time
if they indicated a lack of popularity for dehydrated foods.

During the war years, it was stated, the great volume of dehy-
drated products consisted of potatoes, carrots, sweet potatoes,
cabbages, beets, and onions. Only a small portion of these
products found their way to the consumer’s pantry, the produc-
tion being primarily for the armed forces and for foreign aid.
However, in addition to the soup mixes and other products men-
tioned, it was certain that any survey which covered all dehy-
drated foods would disclose the use by consumers of dehydrated
flakes made from celery, parsley, mint, green peppers, onions,
and mixed vegetables.

The industry, it was said, increased from 21 manufacturers
before World War 11 to 141 at the close of the war. However,
many of these producers were not familiar with the technique
of dehydration, with the result that some of the products made
were below the standards which had been established by the
older producers.

It was to be expected, the Council believed, that the great
tradition among soldiers to complain about food would extend
to a whole line of products, including, unfortunately, dehy-
drated foods.

Regardless of the outcome of any survey, the Council said
that its members would be vitally interested in the results. The
hope was expressed that the problems raised might be discussed
together before any final plans were made.

ActioN NEEDED

1. Should preparations for a survey of dehydrated foods be
abandoned or should they be continued, in view of the reply
of the Dehydrated Foods Council?

2. If continued, how could problems be formulated which
would serve the interests of all groups involved?

3. What appropriate hypotheses concerning consumer uses
and opinions could be set up at this preliminary stage to serve
as a framework for the survey?
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CASE 7—A DISTRIBUTION COST STUDY

Backerounp

A. R. Merrows, a service wholesaler of grocery lines, operated
a number of branch houses and sales offices throughout the
country. Although the company operated its own cannery, the
bulk of its supplies was purchased from independent canneries,
company-owned labels being attached to these products. Of
nine company brands, seven were applied to a small number of
items, and two, “Made-rite” and “Marvo,” were used on wide
lines of canned goods and dried fruits. Approximately 60 per
cent of the dollar sales of the company as a whole were made to
local chains, 15 per cent to schools, hospitals, and other institu-
tions, 15 per cent to independent grocers and other retailers,
and 10 per cent to jobbers.

THE PROBLEM

One of the branches was located in the wholesale district of
an Eastern metropolis. In this Eastern branch, during the early
’forties, the question arose as to the desirability of making a dis-
tribution cost analysis. The initial stimulus had come from a
speech the company’s general manager had made during a
branch office sales convention, in which he said:

In a survey carried out at our main office, we found that 75 per cent
of our sales were being contracted with 25 per cent of our accounts. The
survey revealed further that unless a customer’s order averaged $24 or
more, the firm lost money on it. We do not begin to make a substantial
profit on an order until the order averages $40 or more. It is possible
that you people are faced with a similar situation in this market.

As a result of this sales convention, the management of the
branch office adopted two remedial measures, one aimed at the
sales force and the other at customers. The branch sales man-
ager conferred at length with each salesman to convince him of
the unprofitability of selling to customers buying less than $200
annually. Most salesmen proved difficult to convince, assert-
ing that many of their small accounts actually were profitable
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now or could be built into profitable accounts if they were al-
lowed to continue selling them. (Although evidence was not
complete, it seemed later that the branch had been unsuccessful
in raising any large number of small accounts into the profitable
volume zone.)

In those cases in which salesmen had been convinced by the
arguments presented, they had proceeded to drop a large num-
ber of accounts which were, as defined by the branch, unprofit-
able. Obvious, however, was the tendency of these salesmen
to acquire a large number of new customers in the following
months, nearly all of these customers exhibiting characteristics
similar to the ones dropped.

The remedial measure directed at the retail trade was an at-
tempt to set minimum limits to the size of the order. The sales
force was informed that orders weighing less than 250 pounds
would not be delivered. An average case of goods weighed 42
pounds, so this meant that orders had to consist of at least six
cases. The price to the retailer of a case averaged $4. In effect,
therefore, the branch was endorsing the general manager’s re-
port that the company lost money on orders under $24.

The difficulty of convincing the salesmen, the uncertainty
regarding the actual cost situation for the branch, and the less
than phenomenal results achieved by the rigorous methods
used, all served to raise the question of the desirability of a dis-
tribution cost study, and, if needed, the type of study that would
be most useful.

NaTure oF BraNcH OPERATIONS

The branch operated from a multifloor warehouse, part of
one floor being devoted to office space. On the ground floor,
21,400 square feet were used for storage and 2,150 square feet
for shipping and receiving platforms. Incoming goods were
hauled from nearby city docks to the branch house by inde-
pendent trucking agencies. More than half of all merchandise
purchased was transported by steamship. The branch had a
private rail siding and was within half a mile of a large freight
station. Deliveries to customers were made for the branch by
an independent trucking agency.
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On the second floor 5,520 square feet were devoted to office
space, 41 per cent for the sales department, 25 per cent for the
credit department, 24 per cent for an order-routing section, and
10 per cent for administrative offices. Goods were moved in-
ternally by freight elevators and a metal chute.

Branch sales of $1,500,000 annually were distributed much as
were company sales except that institutional sales were slightly
higher and sales to jobbers slightly lower. The sales depart-
ment consisted of a sales manager, three sales supervisors, and
thirty-five salesmen. Salesmen received a basic commission of
4 per cent and fixed expense accounts, which approximated 1
per cent of sales. Each owned an automobile to cover the broad
territories assigned. Within the limits of their territories, the
salesmen might sell any customer they could obtain.

Salesmen received mimeographed bulletins from the branch
offices each day covering all pertinent market data and develop-
ments. Sales meetings were held twice a month and sales con-
ventions twice a year. Executives from the main offices were
principal speakers at these conventions.

Advertising media used included newspapers, radio, and bill-
boards. Free consumer deals of the premium type were prac-
ticed, the services of outside agencies being used. Cooperative
retailer advertising, advertising allowances, and demonstrators’
services also were provided, subject to the restrictions of the
Robinson-Patman Act.

Credit terms were the same as those generally offered in the
trade: 1 per cent, 10 days; 30 days, net. These time limits were
strictly observed by the branch.

AcrioNn NEEDED
1. What type of distribution cost analysis might the branch
consider making? Why?
2. What functional expense classifications might be antic-
ipated?






Part I

PRELIMINARY INVESTIGATIONS

The Nature of the Task

Following the original formulation of the problem, but pre-
ceding final plans for the research study, preliminary investiga-
tions are made of the company, the market, and secondary data.
These preliminary investigations are, partly, explorations for
new hypotheses or new ideas and, partly, tests of the concep-
tions of the problem already formed. They also inform the
researcher as to the help that may be given, or the warnings pro-
vided, by previous research and by facts already available.

The extent and the exact nature of this preliminary research
varies. The cautious researcher, however, will not proceed with
the final plans until he has tested his understanding of the prob-
lem both in the market place and among those who will utilize
his findings.

Working Methods

Depending on the knowledge he has gained, the way in which
the project has developed, the contacts he has established, and
his personal preferences, the researcher usually will select one
of the following three types of investigation with which to
begin. He may utilize his staff to conduct all three more or
less concurrently.

1. Internal Investigation, or Situation Analysis. Having
necessarily consulted with company officials, the researcher may
already have progressed from problem formulation to situation
analysis. Often, indeed, it takes much conversation with exec-
utives and other company personnel, plus considerable inspec-
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tion of company records, merely to arrive at a clear expression
of company policies.

The internal investigation is insurance against missing im-
portant possible solutions other than those first formulated.
Conversations with the persons concerned, probing for their
ideas and assumptions, and inspection of company documents
and records are the techniques. These methods also help fur-
ther to sharpen the issues so that a more accurate study can be
made and a more practical application of results obtained.

The situation analysis also should uncover the data which
exist within the company and the form in which they exist.
Many times the most important and most accurate data are
buried in accounting, credit, delivery, inventory, or other rec-
ords. Propersegregation and analysis of these data may provide
the quickest, cheapest, and most accurate findings.

In this work the researcher must be on guard against the bias
of special interests and of preconceptions.

2. Investigation of Secondary Data. Finding useful informa-
tion or guidance in published materials is increasingly possible.
Moreover, research which builds on previous studies usually is
more productive than research utilizing noncomparable tech-
niques or producing noncomparable data. Past studies may
provide usable facts, helpful theories, or special techniques
adaptable to the problem at hand.

The information may be secured from various libraries and
government agencies, from trade associations, and from special
agencies or private companies. Published material will include
books, articles, news columns, and reports of various kinds, all
of these usually located through card catalog files, prepared in-
dexes, and references uncovered as the search progresses. Al-
most every marketing research textbook covers the sources of
information used and the methods employed or gives adequate
reference to them.

At this stage of research, it should be emphasized, extensive
rather than intensive coverage of sources is important. Data
gathering, as such, whether of primary or secondary data, comes
later. Although the researcher will not ignore figures and find-
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ings that solve the problem or contribute to its solution, nor
even postpone gathering what he finds, locating facts to solve
the problem is not his real objective at this stage. Rather, he
seeks to guard against useless repetition, to explore new possi-
bilities, and to sharpen his tools.

3. External, Exploratory, or Informal Investigations. Here,
for the first time, research moves physically out of the office into
the market place. The prospective respondents, those who will
be called upon to furnish the basic data of the final, formal
study, usually are interviewed at this time as well as users and
distributors of the products.

One purpose of such interviews is to test assumptions about
the market, or problem, and the hypotheses developed by those
doing the study or for whom the study is being done. Another
purpose is exploration, the uncovering of ideas which cannot be
visualized just by studying the company or published materials.
Still another purpose is realism, the development of a “feel” of
the market, the actual behavior of customers or others, and the
specific terms in which consumers, dealers, and others think
about situations. (Realism is particularly useful if a question-
naire is later formulated.) External investigations may also be
helpful in the selection of specific techniques of data gathering.

These techniques include individual personal interviews of
various kinds, group interviews (or clinics), mail questionnaire
surveys, telephone calls, and observation (as of purchasers or
salesmen in stores). Choice depends upon the number and
geographical distribution of the respondents desired, the nature
of the problem, and time, cost, and personal preference or ex-
perience.

The most common technique is interviewing which to some
extent utilizes probing, or so-called “depth interviewing” meth-
ods. Seldom is a fixed set of questions employed. In general,
the interviewer seeks to get the person talking freely on the
broad subject, being content to steer the monologue back to
relevant areas whenever the respondent wanders too far afield.
Interviews which result in simple yes or no answers rarely are of
any use. Reports are detailed, including verbatim records of
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statements of particular interest, and may contain not only
identification but a digest of results and an evaluation.

The researcher himself, whenever possible, should conduct
some of these interviews. In sifting the reports of others he
looks both for the sparkle of a new, unique idea and for general
trends. Statistical summaries seldom are valid, however, be-
cause of sampling methods used. Time and again in this proc-
ess the suggestion of one woman has provided a basic hypothesis
—or even, eventually, a new product.

Special Difficulties

So much might be done and so much information usually
exists that it is possible to become engulfed in data and lose
sight of central objectives among a mass of details. Contrarily,
there is the tendency to skim over data and overlook good mate-
rials. One protection against such dangers is not to begin until
the problem is sufficiently formulated that a working outline
or a working method, scope and direction are provided. An-
other protection is the use of so-called “standard outlines.” *
The keynote of such an outline is the use of an orderly process
for covering, assembling, and summarizing what information
is available and what is missing.

A related difficulty is knowing when to end the process. For
the external investigation, the end usually occurs when further
interviews fail to develop new ideas or important nuances. For
secondary data the investigation should stop short of true data
gathering and after the risk of missing anything important has
passed—a point to be chosen only by judgment. The internal
investigation also should stop short of data gathering before the
researcher makes a nuisance of himself, and after a probing of
all important areas.

* L. O. Brown, op. cit., p. 354, suggests an outline based on “six major mar-
keting factors which control the sales and profits of a company, i.e., the prod-
uct; the company, industry, and competition; the market; channels of
distribution; sales organization; and advertising.” E. S. Bradford, op. cit., pp.
130-31, presents a detailed list with many subtopics and individual questions.
The Check List for the Introduction of New Consumer Products, Economic
Series No. 41, Department of Commerce (Washington, D. C., 1946), exem-
plifies a standard outline for a specific type of research problem.
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The Case Problems Presented

Case 1, “Setting the Stage for a Paint Study,” is a transitional
case. Ample material is provided for an assignment and session
on problem formulation, although the intent is to raise doubts
regarding continuation of the study and, if it is carried on, how
best to utilize the findings.

Case 2, “Preliminary Investigations for a Small Study,” pre-
sents a study at the inception of the preliminary investigation
level and without full problem formulation. Plans for internal
and external investigations are needed, attention being given
to the limited funds available. A special challenge may be the
possibility of securing final answers direct from consulting sec-
ondary sources.

Case 3, “The Evolution of a Hypothesis,” traces the develop-
ment of a promotional study with regard to the influence of
women on sales of a men’s-wear store. The case focuses on
the reports resulting from the informal investigation, interviews
with consumers, and their bearing on the study. An oppor-
tunity is provided for students to hold their own interviews on
this problem for comparison with the reports provided and for
evaluation of informal interviewing methods and problems.

Case 4, “Internal Investigation,” shows how a consultant
went about an internal investigation for a publisher and how
the findings affected the scope and nature of his study.

Case 5, “Use of the Consumer Clinic,” discusses a technique
of preliminary investigation which is not, as yet, widely used.
The study itself was experimental, and imagination is doubly
needed.

Case 6, “Consumer Panel vs. Store Audit Research,” again is
transitional. Other cases also have pushed the research into
the area of final planning. This one discusses in some detail
the techniques employed in data gathering. The case is in-
cluded here, however, because it represents both a research pro-
posal and a history of how a company attempted to reach a
decision, based on its own informal investigation of the situ-
ation.
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Part II Cases

CASE |—SETTING THE STAGE FOR A
PAINT STUDY

BackGrounDd

As is not unusual, the major part of a course in marketing
research in a certain college consisted of carrying out a full-scale
research project. Numerous considerations entered into the
selection of the project from among several proposed.

The project, it was felt, should be practical. The results
should be useful and profitable, not merely interesting. Such
a project usually depends upon a cooperative client. It was also
desirable that opportunity be provided to prepare a published
report, if warranted, and that there be permission to release all
but the most confidential data. Problems were preferred that
were exploratory and experimental, rather than simply cut-and-
dried. Aslongas such projects involved relatively little expense,
the students could afford to risk taking new research paths and
thereby provide themselves with much additional experience.
Although full consideration was given to specific proposals
made, freedom of choice had to be left to the class regarding
such matters as the scope of the study, emphasis, and methods
used. Interest in the problem, its feasibility for class study, and
other considerations also entered into the choice. A proposal
made by the secretary of the sales division of the Paint Manu-
facturers’ Association seemed to meet these criteria better than
the projects suggested by other associations and firms at that
time.

35
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TrE PrOBLEM
The paint project was outlined by the secretary as follows:

So far as marketing problems in our industry are concerned, one of
the greatest problems we have always had is to determine why the
American public is using only about 10 to 25 per cent of the possible
total of the products of our industry for which there is a definite market
and need. In other words, paint for only about 10 to 25 per cent of the
surfaces in this country which should be protected and decorated with
the products of our industry is being sold. In conncction with this
problem of selling the public on the advantages of and neccssity for the
use of finishing products, we would like to know the answers to the fol-
lowing as examples:

1. The color preferences of the public both for inside and outside
painting.

2. Preferences for types of paint, such as oil paint, water paint,
enamels, and the reasons for such preferences.

3. Average size and extent of paint jobs needed.

4. Who is responsible for the purchase of paint products—men or
women?

5. The present attitude of the public toward the quality of paint.

6. The frequency of repainting—interior—exterior.

7. The relative importance of paint to other things for which the

consumer spends money, such as automobiles, household equip-
ment, vacations, and so on.
8. The attitude of the public toward installment buying of paint-
ing jobs.
9. The reason why the consumer does not paint more often.
10. From what source does the public secure its color ideas for in-
terior painting of homes?
11. How much painting is done by the home owner, by the painting
contractor?
12. What prompts the purchase of paint in most instances: adver-
tisements, solicitation by painting contractors or paint dealers,
and so forth.

No other factual data were given.

TeNTATIVE DEFINITION OF PROBLEM

A decision was made to hold other possible projects in abey-
ance and to proceed with the paint study. At first blush the
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most challenging aspect of the problem and the one most im-
portant potentially seemed to be the emphasis on securing mer-
chandising results which might aid in advertising, promoting,
and selling paint of all kinds for home use. This might require
the collection of data from both consumers and retailers.

Such a merchandising problem, it appeared, would involve
consideration of:

1. Quantities used (in quarts, square feet, or dollars) by types
(and colors?) of paint related to family income, occupation,
size and type of dwelling, home ownership, and so on.

2. Persons doing the painting: family members or others.

3. Influence of various family members in selecting types and
colors of paints and in making the actual purchase.

4. Place and manner of purchase of paints and influence of
advertising, displays, and so forth.

5. Paint type and brand preference (and use) and reasons for
preferences, such as cost, appearance, ease of application,
ease in cleaning, durability, and quality.

PRELIMINARY INVESTIGATION

Among the materials found in a search for secondary data was
a study entitled Paint, Varnish, and Lacquer by the Consumer
Research Division, Curtis Publishing Company, published in
May, 1940. This was a report on 1,741 consumer interviews
made in October, 1939, in 18 cities from coast to coast.

Questions asked included the following: when exterior was
last painted; what interior painting of any kind was done in the
last three years; what painting for both exteriors and interiors;
reason for painting; cost; who did the jobs; who purchased the
paints; who selected the brand and why; who suggested that
painting be done; what rooms have painted walls; what rooms
were changed from paper to paint or vice versa, and why; who
selected color and how; what term “paint styling” means, and
desire for information about it; seeing or use of paint manufac-
turer’s book on interior decorating ideas and color selections;
possibility of paying for painting by budget or installment plan;
alterations or additions desired; need to paint exterior, and, if
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need exists, why it is not being done now; seeing or hearing of
recent paint advertisements; which advertisements most help-
ful, best; and proportion of income spent on various items.

ActioNn NEEDED

1. What decisions concerning the project might have been
made in the light of the availability of this previous study?

2. How might the findings of that study be utilized most effec-
tively in planning the present one?

CASE 2—PRELIMINARY [INVESTIGATIONS
FOR A SMALL STUDY

BACKGROUND

The Modern Display Company is a small firm located in a
large Midwestern city. The major portion of its business is the
construction of dioramic exhibits or displays, many of them
being animated. These displays have been used most com-
monly in store windows and museums, and at conventions and
fairs. Clients have included large, nationally known corpora-
tions as well as many smaller companies. Company exhibits
were used during the 1930’s at the New York World’s Fair, the
San Francisco Exposition, and the Chicago World’s Fair.

The business was organized in the early thirties. Until the
beginning of World War IT it had operated successfully. Then
the business was closed for the duration because the owner-
manager went into service. He had special training and ability
in both art and topographical engineering, and the small busi-
ness he operated required these skills.

Re-establishing the business after the war presented new
problems. Although the owner was able to build up a compe-
tent staff of about twenty workers, he experienced great difh-
culty in soliciting a sufficient volume of business. Just prior to
the war, sales had run at approximately $125,000 a year. In the
first years after the war, sales had never gone above $75,000 and
had been as low as $50,000. Unit sales also were far below pre-
war levels.
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SeLLING METHODS

The company relied for business almost entirely on direct
mail or on the initiative taken by prospective customers. The
major appeal used in direct mail promotions was to the durabil-
ity of displays produced. The mailings often resembled an-
nouncements more than sales letters.

Returns from these mailings often had been disappointing.
For example, the owner had decided the year before to feature
a dioramic display with a Christmas theme suitable for banks
and churches. The display was priced low, and could be pro-
duced profitably only if a hundred or more orders were secured.
Alist was purchased that contained names and addresses of over
6,000 organizations. A series of four letters was then sent to
each name on thelist. Only ten orders were received. As these
could have been filled only at considerable loss, the orders were
canceled.

At the time that a research consultant was called in, annual
mailings designed to sell exhibits for use at conventions were
being readied. Lists of exhibitors had been secured from the
convention bureau of the local Chamber of Commerce and
from a number of hotels. Letters were to be sent addressed to
the “Director of Convention Exhibits” of the companies on the
list.

THE PrROBLEM

The owner had approached a free-lance consultant recom-
mended to him by a business friend. The owner felt that he
could not afford more than a few hundred dollars for research.
Although he was eager for any recommendations on securing
a larger volume of business at a reasonable sales cost, he con-
sidered direct mail to be the only practical means. The prob-
lem, as he saw it, was, “What has been wrong with our mailings
and how can we improve them?” The fee he had in mind was

$200.

AcTtioN NEEDED
1. What type of preliminary investigations should the consult-
ant make?
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2. Should the preliminary investigations actually be merged
with data gathering, and, if so, in what way and with what
probable reliance on secondary data?

3. What possible solutions are there to the company’s prob-
lems?

CASE 3—THE EVOLUTION OF A HYPOTHESIS

BACKGROUND

The Rajah Men’s Shop was a high-grade store located in the
downtown shopping area of a large city. Although advertising
extensively, it classified itself as a nonpromotional store. Only
a few clearance sales were held annually. The store did not run
price events or stress price or bargains in its advertising. Indeed,
it felt that men’s-wear chain stores and most men’s-wear depart-
ments of department stores in the city, the promotional stores,
were not really competitive.

Advertising, however, was seldom of the strictly institutional
variety. The bulk of the advertising, of course, was for men’s
outerwear, and this advertising stressed brand names, partic-
ularly a line of high-priced clothing with a well-‘known national
label carried exclusively by this store in that city. Although the
store carried a wide assortment of men’s and boys’ clothing,
accessories, sportswear, and related items, men’s suits provided
the major line.

The store wished to make a survey of men in the area which
would (1) test and expand its knowledge of the characteristics
of its customers, and (2) provide material to serve as a basis
for advertising and promotional efforts being directed toward
cultivating new customers and toward increasing business, or
strengthening store loyalty among present customers.

DEeriNING THE PROBLEM

One of the questions raised by a store executive in outlining
the problem was: Does the influence of a woman on a man’s
shopping decrease with his increased earning capacity?

Taken alone, this question seemed to be a side issue of rel-
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atively little importance to the merchandising of men’s suits.
Although the dominance of women as buyers was well known,
it was not believed that this was particularly relevant to men’s
clothing. In so far as it was relevant, the answer to the specific
question very probably was that woman’s role as a purchasing
agent for the family decreased as income increased. Moreover,
recent evidence suggested that, at least in secondary shopping
centers and suburban locations, men were tending to increase
their participation in family shopping. The fact that many
women accompanied men who were buying clothing was recog-
nized, but this was considered a special aspect of personal sales-
manship apart from advertising problems.

As a result, the tentative definition of the problem did not
include any major hypothesis concerning women’s influence,
but simply raised the question: What influence have women
on customer behavior?

S1TUATION ANALYSIS

Store records revealed nothing about women except that a
minority of accounts were in women’s names; presumably these
were single women, widows, or mothers buying boys’ clothing.
The advertising manager revealed that advertisements in subur-
ban presses often were used to sell boys’ clothing. He assumed
that these advertisements were read mostly by women. Audi-
ence studies also showed that radio and television plugs had
many female listeners and viewers. In both cases some atten-
tion was given to women, but only for gift buying before Christ-
mas and Father’s Day did the store attempt to promote men’s
clothing to women. Even men’s furnishings, extensively
bought by women normally, were advertised only to men.

The internal investigation indicated that about one fourth
of the customers came in with their wives. Salesmen were in-
structed to give at least as much attention in these cases to the
woman’s preferences as the man’s, although as unobtrusively
as possible. The store manager expressed his opinion that
women unquestionably exerted some indirect influence on the
men’s purchases. In his opinion this influence was transmitted
by such comments on the part of women as: “You look good
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in blue,” or, “Don’t come back with one of those things again.”

Information from secondary sources also stressed the influ-
ence of women on men’s purchases when accompanying men,
the dominance of women in purchases of furnishings and acces-
sories, and their importance in all lines of men’s and boys’ wear
sold in department stores. In one instance, the Rajah Shop
noticed an advertisement in an out-of-town paper by another
men’s store addressed directly to women. It had not been
known that any men’s store used this policy. A letter to the
advertising manager of that store elicited the following state-
ment:

In our stores, especially in the suburban areas, we have noticed that
the majority of men purchasing clothing are accompanied by women.
However, to back up our feelings in the matter I am attaching a bibliog-
raphy which I hope you will find useful. There is no doubt that women
influence a great deal of spending in this country. But I do not have
specific facts at my finger tips to give you at the moment.

The attached bibliography included these items:

Male vs Female Influence in Buying and in Brand Selection, Vol. II. New York:
True E. Fawcett Publications, 1950; also 1948 edition.

The Influence of Women on Buying. New York: Hearst Magazines, Inc, 1948.

Who Buys. New York: Batten, Barton, Durstine & Osbom, Inc., March, 1946.

P. D. Converse and C. M. Crawrorp. “Buying Habuts in the Home,” Adver-
tising Agency, XIX (July 26, 1948).

“Women Dominate Male Spending, Fairchild Says,” Advertising Agency, XIX
(July 26, 1948), p. 41.

“Women Still Influence Men in Suit Buying,” Wool Bureau Reports, Tide,
March 2, 1951,

This letter was not received until after the external investiga-
tion was begun. Except by hindsight, however, it is doubtful
that it would have influenced the interviews greatly in any case.

INFORMAL INVESTIGATION

Interviewers were sent into scattered neighborhoods prima-
rily to interview men, although a specified number of interviews
with women, or with men and women together, were allowed.
They were instructed to induce the respondents to talk about
clothing and to report the conversations. Among subjects to
be covered were where those interviewed bought their clothing;
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what they looked for, liked, and disliked; and the influence on
purchases of advertlsmg, window dlsplays brands, store name,
salesmen, friends, wives or other women, price, and store serv-
ices. Respondents were to be identified by age, by an estimate
of their income or income group, and by other factors. Selec-

tions and summaries from the more than one hundred reports
filed follow:

1. Man, 50, income about $6,500 per year. When younger bought
at Rajah’s and at . . . ; but “they outpriced me.” Not affected by adver-
tising unless a known brand is sold at a markdown. Usually buys alone.
Not influenced by wife. Would like to buy in suburbs if stores had
branches there.

2. Man, 42, about $8,000. “I have been buying . . . (brand) . .
suits for a long time.” “I like to buy where I am known and a smaller
store gets to know you.” “I am a stickler for brands.” “I have more
confidence in brands.” “Stores carrying national brands stand behind
the goods.” “I went into a store with my wife to buy a hat, and bought
an overcoat, and then my wife insisted on a blue suit.” “My wife insists
on buying more than I would ordinarily.”

3. Man, 45, about $6,000. Thinks women influence men’s shop-
ping, but “I don’t like my wife to help me.”

4. Man, 40, about $5,000. “Married men don’t care as much about
appearance. We don’t have to impress women anymore.” “A wife
wants other women to look and think her husband is well dressed.”
Buys when he needs a suit. Does not think income affects price paid.
“Credit is an equalizer.” Brands do not influence him; prices and styles
do.

5. Man, 63, a fireman, but with other sources of income, $8,000. “I
buy all my clothesat ....” Dealt there 30 to 40 years. “I know a sales-
man there. He’s a good guy. You know, you can kid with him and
everything. I don’t have to go down if I don’t feel like it—he just sends
up what I call up and ask for. He knows what I want.” “One day I
said to the wife, ‘I want a windbreaker. Want to come along?” She
says, ‘Fine.” She never interferes. I got a good woman. Anyway, we
came back with two suits—no windbreaker. She’s easy going, a good
judge of clothes, t0o.” “One suit I got I've had quite a while, a good
suit; but it’s too young-looking for me now. One day I walked out of
the house with it on and the woman next door said, “‘Who do you think
you are, some spring chicken?’ I took it off—went right back upstairs
and took it off. Haven’t worn it since either.” “Used to wear single-
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breasted suits. The salesman says a double-breasted suit looks better on
me. He's full of that stuff. I've been dealing with him for a long time.”

6. Man, 50, traveling salesman, about $6,000. Buys suits when what
he has wears out or becomes too small around the waist. “Sometimes
you put it off too latc. Then I buy my stuff wherever I happen to be.
Most of the time, though, I buy my clothes in . ... That’s where the
home office is. I can get my stuff there easier, don’t have to kill a Satur-
day when I'm home. Don’t care what name is on the label. I go to
chain stores that I know. They make their own stuff. Iknow it’s O.K.”

7. Man, 45, shop owner, upper middle income class. Doesn’t like
to shop. “I hate to get dressed up.” Wife does all his shopping except
suits and shocs.

8. Man and wife, fortyish, middle income class. He didn’t have a
chance to talk much. Wife supplied the talk. He doesn’t care to shop.
Wife buys most of his clothing, even including suits and overcoats. He
doesn’t even go with her, her judgment on purchases apparently being
final.

9. Wife, 60, high income. Husband has all suits tailor-made. Re-
cently he bought a ready-made suit, “and if you ask me, I must say it
looks like the devil.”

10. Man, 38, about $5,500. In-laws worked at department store, and
he bought there because of the discount. Now he still goes there be-
cause he has a job nearby and it is convenient for him.

11. Man, 40, $8,000. “I'm not much on clothes.” Buys a suit every
two years. ‘‘Sometimes my wife goes downtown and buys it. She takes
my size and goes out and buys it.” A builder, hc wears old clothes most
of the time.

12. Wife, 40, $4,000. “Oh, I never go with him.” He buys only one
suit a year and one pair of slacks. “We have seven children, you know.”

13. Man, 55, $3,500. “When I need a suit, I just go downtown to

.or... (several department stores mentioned) and get one.” “I
always take my wife. These salesmen try to push a suit onto you no
matter how it fits.”

14. Man, 50, upper income class. Buys most suits in . . . where he has
one of his offices and the rest made to order here. Wife goes along some-
times. Thinks local selection is poor, and must make a special trip
downtown.

15. Man, 48, insurance broker, upper income class. Usually buys
within walking distance of city-center office or where parking convenient.
Doesn’t like department stores. Buys 7 or 8 suits a year.

16. Doctor, 30, $10,000. Wife is dominant in buying clothes. She
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tells him when to buy. He seems to be proud of the fact that he doesn’t
have much time to think about clothes. Wife usually accompanies him.
He bought a rayon suit on his own:“I got stuck. I'll never go to another
sale.”

17. Wife, 30 (man, 45, engineer), $11,000. When married ‘“he
was already an old bachelor and knew how to dress.” “Once I bought
him some ties and he ranted and raved about them.” “Whereinh ---
salesmen ever get the gall to sell these monstrosities to women.” He
buys loyally at one store, Rajah; formerly (for 15 years) at store in an-
other city.

18. Reporter, 45, about $6,000. Buys at no particular place. Used
to buy at Rajah’s before the war but hasn’t for a long time. “They're
high-priced. I don’t always have the capital.” Used to deal only with
one salesman there. Wife has no particular influence, he says. “I buy
what I want and then catch it when I come home.”

19. Man, 35, about $5,000, works for manufacturer of men’s apparel
for a large chain. ““My wife is like everyone else. She thinks a $45 suit
is not a cheap suit and why buy a suit for $90 when you can get two for
the price.” “Nothing like good clothes. I used to buy $3, $5, $8 ties,
and shirts for $8. People used to ask, “‘Where did you get that tie?” or
“Where did you get that shirt?” That proves it’s good, doesn’t it?” “I
still like expensive clothes, but you can’t afford those things when you're
married.” “I could buy a suit for $17 at my place that wholesales for
$51, but I wouldn’t enjoy wearing it so why should I buy it?” “Adver-
tising is the biggest farce in the world.”

20. Man, 50, $3,000. Would rather buy two cheap suits than one
expensive one because “they all wear the same anyway.” He claimed his
wife didn’t influence his buying; but she was there and Jaughed when he
said this.

21. Man, 55, $9-$11,000. “When I buy a pair of shoes, I just walk
in, stick out my foot, and ask if they have any like the oncs I'm wearing.
Haven't changed my shoe style in years.” “When you have a bay win-
dow and narrow shoulders like I do, you don’t dare wear anything but a
conservative suit.”

22. Lawyer, 35, $10,000. Has to have all clothes made to measure,
as is about 6’ 6” tall. Says he could afford more expensive clothes. Pays
about $60 for a suit; indicates that expensive means around $100.
Started buying at present store when a law student, and has continued
because he finds the clothes completely satisfactory.
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ActioNn NEEDED

The selections listed above from the reported interviews were
chosen largely to reflect findings relevant to the influence of
women on men’s clothing purchases. At the same time, how-
ever, these selections suggested to the researcher other possible
hypotheses concerning customer behavior that might be used
as a basis for the full-scale study of the subject. What are these
hypotheses and what justification do these interviews provide
for them?

CASE 4—INTERNAL INVESTIGATION

BACKGROUND

Alarge university operated its own Press as one of its depart-
ments. The editor—also the director—was responsible to a
governing board of university ofhicials and faculty members.
The staff included the director, a sales and office manager, an
advertising and promotion manager, a production manager, a
bookkeeper, a shipping clerk, and five secretarial and clerical
assistants.

The Press did not have its own printing facilities. Printing,
binding, and other manufacturing operations connected with its
publication of some twenty to thirty titles each year were con-
tracted for according to Press specifications. All other business
operations, as well as editorial activities, were performed by the
staff. Publications were primarily of scholarly works and of
books of regional or local interest. The Press did not publish
fiction or popular books, and it neither sought nor, because of its
distribution facilities, was able to compete with commercial
publishers for manuscripts or sales. In addition to current pub-
lications, the Press had a back list of several hundred books
previously published and still in print.

In common with nearly all university presses so operated, this
one steadily lost money. No one was disturbed by this fact
until after World War 1I, when publishing and labor costs
rose, as did the amount of the annual deficit which had to be
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net from general funds of the university. In 1949 the deficit
2xceeded sales. Because the amount seemed excessive, and be-
cause the university was under financial stress at the time, con-
sideration was given to special methods of solution.

A decision was made to hire outside consultants. Two men
from the faculty of the School of Business were hired, one to
work part time for a month on an organizational study and the
other full time for a month on a study of business methods. In
general, these men were to work separately. This case concerns
the activities of the full-time consultant.

TuE PrOBLEM

Preliminary discussions concerning the troubles of the Press
and the type of study that seemed desirable had centered on
selling and advertising. Lack of volume appeared to be the
chief difficulty, and better promotion the chief remedy. The
hope was that an analysis of the distribution and promotion
policies and practices of other university presses and commer-
cial presses, plus the application of sound business practices in
general, would lead to improvements in operations. Greater
economies in operation were considered possible, but were not
thought to be a major problem, except perhaps as organizational
changes might be involved.

Thus, it was planned that the man concerned with organiza-
tional problems would spend all his time in the offices of the
Press and would make extensive use of its records. The other
man might wish to familiarize himself with current practices
and to examine a few records (or confer with the organization
consultant), but this would be merely a preliminary investiga-
tion on his part, not his main activity. He was assured, none-
theless, that all records would be open to him and that he was
entirely free to develop the study as he saw fit.

This man began his work by talking to various persons in the
offices, discovering all the types of records maintained and the
manner in which they were kept, as well as outside material
available on university presses, and examining and sampling the
records. After four days these methods continued to turn up
new problems and promising leads.
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A new problem thus arose. Should he devote nearly all his
time to analyzing records contrary to what those hiring him,
and he himself, had planned?

DATA AVAILABLE

Under methods established by the budgeting office of the
university, the Press prepared monthly, semiannual, and annual
profit-and-loss statements. From these could be assembled data
on such natural expense classifications as salaries, postage, and
travel; but functional expenses could be estimated only crudely
from these records.

Duplicate invoices for each individual sales transaction were
filed numerically and showed the names and addresses of pur-
chasers (but not classified as to sales agent, wholesaler, book-
store, library, or individual, except as such classification was
revealed by discounts or customer listings), dates, list prices, dis-
counts given, cash or credit terms, postage costs, and return
allowances.

From the invoices used to assemble orders and ship them, the
shipping clerk kept a ledger by individual book titles showing
the date and number of books received from printers, all ship-
ments to buyers, shipments to those receiving complimentary
copies, returns, and the book inventory balance together with
annual physical inventory counts and adjustments.

From this shipping room ledger, author royalties and pay-
ments to subsidizers of publications were calculated. A sep-
arate record was maintained of amounts paid on each title and
dates of payment.

Contracts with authors and subsidizing organizations, both
university-affiliated organizations and others, were on file.
These yielded methods of calculating payments by subsidizers
to the Press and methods of calculating royalties on sales, au-
thors’ copies, other complimentary copies, and other arrange-
ments. The latter included in some cases provisions for sharing
promotional or handling costs, or both.

A production ledger contained detailed quantity and cost
data on each individual title published regarding contracts with
firms, deliveries of sheets, bound books, payments made, total
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costs, costs per book, storage of type and “killing” of type, and
other details connected with production.

The advertising department had summaries of total monthly
expenses, lists of complimentary copies issued, and mailing lists.
Unsummarized but in the files were details on campaigns, on
placement of display ads and amounts paid, special exhibits,
and all correspondence. Commissions paid to sales agents were
available in summary form.

Outside sources included a recent exhaustive study of thirty-
five university presses, by Chester Kerr.! This included detailed
discussion of business methods used together with cost data
(which differed, however, in accounting methods from that used
by the Press and were not strictly comparable in all regards).
Also available were articles on various aspects of university press
operations, contracts used by other presses, and miscellaneous
materials.

The preliminary inspection of these records and sources
hinted at a number of apparently grave internal problems.
Among these were the following:

For more than twenty years the Press had used a rule-of-
thumb method to cover manufacturing costs on subsidized
books, which were over half of all the books it published. To
the out-of-pocket costs paid for paper, printing, binding, and
other production operations was added a flat 10 per cent which
the subsidizing organization, or author, paid to the Press. This
amount was supposed to cover the salary of the production man-
ager, who designed the book and handled all production prob-
lems. It was also supposed to cover the editorial work of the
director and others, incidental expenses, and overhead. A cur-
sory inspection indicated that this sum fell far short of meeting
actual production expenses incurred by the Press. If so, a more
complete analysis could establish the fact and lead, perhaps, to
corrective measures.

In return for their contributing one third, one half, or even
all of out-of-pocket manufacturing costs (plus 10 per cent), the
Press offered its subsidizers widely varying amounts of royalties

* A Report on American University Presses (Washington, D.C.: American
Association of University Presses, 1949).
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running up to 65 per cent of the list price of books. These high
royalties were presumed to induce optimistic subsidizers to take
the risk of assuming manufacturing costs. A cursory examina-
tion suggested, however, that these rates were ridiculously high,
and that in many cases the Press was guaranteeing itself a loss
by such contracts. The more books sold, the greater the loss,
because the amounts netted by the Press could not cover hand-
ling costs. Further evidence on this point was supplied by an
examination of the discount schedule of the Press, which was
33y, per cent on purchases of 1 or 2 copies, 40 per cent on pur-
chases of 3 to 24 copies, 41 per cent on purchases of 25 to 49
copies, 46 per cent on purchases of 50 or more copies, and 50
per cent on purchases made by representatives abroad for for-
eign sale. Over and above manufacturing expenses, the Press
expense as a percentage of the list price of books sold was, appar-
ently, more than 60 per cent. An inspection of invoices showed
few purchases, even by wholesalers, of more than 3 copies at a
time.

Because manufacturing expense was charged as a current
operating expense and was a major item in the budget, there
was a definite pressure to bring out subsidized books. This
pressure, together with the apparent situation on discounts and
operating costs, pointed to a possible policy problem.

Subsidization apparently had another bad aspect. Led to
believe that subsidized books were loss-proof books, staff mem-
bers were extremely liberal in passing out free copies. This
further reduced potential revenue.

An inspection of the size of editions and the amounts sold
suggested that the Press was consistently misjudging the market.
One biographical series of regional interest had 11 titles, 10 of
which had been issued in editions of 1,500 copies and 1 in an
edition of 1,000 copies. Only three of these books, however,
ever had sold more than 556 copies. A hasty inspection of
records showed that the bulk of sales in nearly all cases was made
in the first few months after issue, so that a method of forecast-
ing sales might be feasible. Forecasting could help to deter-
mine the number of sheets originally printed, the number of
copies bound, the advisability of retaining or killing type, the
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desirability of reprinting. A quick check on reprints showed
that only a small fraction of reprinted books actually were sold,
a particularly disappointing showing on the problem of gauging
the market.

Discussions with staff members and an inspection of methods
of calculating costs revealed another problem. Because the
sales of most books were very small, a calculation of the cost
per book of an edition of 500 or 750 was always discouragingly
high. A frequent solution was to double the size of the edition,
which automatically reduced substantially the cost per book.
The apparent cost reduction was, of course, pure fallacy unless
most of these books actually were sold—which the records sug-
gested rarely happened. More realistic costing, therefore, a
definite planned loss as against unrealized hopes for profits,
might be an important economy measure.

As noted, the number of free copies, or “exempts,” seemed
abnormally high. These were under the supervision of the ad-
vertising department. In addition to this “no cost” promotion,
expenses of this department appeared to be way out of line with
that of other university presses. This might or might not be
due to the low volume of sales. The general policies of the ad-
vertising department also were suspect. Major expenditures
were for display advertising; that is, advertising in newspapers
and magazines for individual titles, a common practice in com-
mercial presses but not in university presses with their more
specialized markets. The timing also seemed to follow com-
mercial practice and to be badly adapted to the special circum-
stances of the Press.

Monthly payments to sales representatives averaging $5.38
in the South, $10.58 in the West, and $117.98 in the East im-
mediately suggested a possible sales problem, since these pay-
ments seemed ineffective in some places, and superfluous or
overcostly elsewhere.

Pricing policies and practices also seemed fruitful sources for
analysis.
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ActioN NEEDED

1. Should the consultant on business problems shift his analysis
primarily to internal records?

2. Was his internal investigation sufficiently conclusive to sup-
port a fixed plan for his study?

3. What problems were most important?

CASE 5—USE OF THE CONSUMER CLINIC

Nature or THE ConsuMER CLINIC

The Albion Research Associates, Inc., a general agency, had
devised a method of exploratory group interviewing to be used
during the preliminary and planning stages of consumer survey
research projects. The primary use of this method, called “the
consumer clinic,” was to assist in the more accurate formulation
of hypotheses and plans. Although not designed to supplant
the pretest—an advance test under actual conditions of a formal,
often large-scale, survey—clinics had proved helpful in solving
questionnaire construction problems.*

The clinic consisted of bringing together approximately ten
persons for a discussion of the project with those in charge of it.
The discussions usually lasted about two and a half hours, and
the respondents were paid $1 an hour for their time. House-
wives, for example, were most easily persuaded to attend meet-
ings held on weekdays between 2:00 and 4:30 p.m., times when
they ordinarily might go shopping. The members of the clinic
were secured by sending out interviewers to solicit cooperation.
A truly representative sample was not considered either prac-
tical or necessary. Efforts were made, however, to secure par-
ticipation from all age, sex, income, or other classifications
relevant to the problems at hand.

Results of the early clinics were difficult to reduce to specific
statements or tabulations. Secretaries and research assistants

* For a similar idea more recently applied by the Grey Advertising Agency of
New York see G. H. Smith and H. A. Vitriol, “Why We Use Group Explora-
tions,” Printers’ Ink, July 18, 1952, pp. 46-47.
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were used, thereafter, to take full notes on, and impressions of,
the discussions. Prepared questionnaires also were given to par-
ticipants. Indeed, it was found that participants would readily
complete several long questionnaires in addition to discussing
subjects raised. This made it possible to consider a great variety
of possible problems. Meetings also were improved by holding
them in comfortable surroundings and by providing charts,
large advertisements, samples, or other exhibits as stage settings.
Four to six separate meetings with different groups of partici-
pants were held, the number depending on the complexity of
problems faced and the rate of appearance of new ideas from
one meeting to another.

In assessing the consumer clinic as a research device, several
tentative conclusions had been reached. Although clinics prob-
ably were more expensive than usual methods, results also
seemed better. The directors of a project were able to obtain
information at first hand. Seeing and talking to respondents
in groups was far more effective than reading interviewer re-
ports, especially since executives were rarely able to go into the
field interviewing. Group meetings were particularly effective
in probing for opinions, attitudes, and motives. Better prob-
lem formulation, questionnaire construction, and methodology
planning were believed to result from clinics.

On the other side of the ledger were the added costs, if exec-
utive time were counted. In addition, participation in discus-
sions, despite all a chairman might do, depended heavily on the
articulateness and aggressiveness of individuals. No matter
how objective the researcher tried to be, it was easy to be im-
pressed by statements expressed forcefully and well and to mini-
mize ideas put forth hesitantly, though careful reading and
comparing notes later alleviated this problem somewhat.
Moreover, some tendency existed for participants to follow the
leader, though definite splits in opinion also were common.
The researcher directing the meeting might introduce bias
(quite unwittingly) because of gestures, intonations, or other
apparent clues to his views. Some suspicion existed also that
participants tended to become “conditioned” during the clinics,
causing them to react unnaturally. Nevertheless, most of these
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problems were inherent in interviewing and were not special
afflictions of clinics.

After several years’ experience with consumer clinics, includ-
ing their use for projects involving rugs, dish cloths, a beverage,
and the location of a department store branch, the agency was
considering using the consumer clinic for a current project, a
distributive efficiency study.

Tue ProBLEM

The exploratory study of distributive efficiency, in which
Albion Research Associates had been asked to participate, was
financed by a grant from one of the large foundations. The
study was to be an attempt to formulate possible measures of
marketing efhiciency and a test of the practicality of gathering
the data needed to make actual computations of marketing
efficiency in different situations.

An important segment of the study centered on consumer
marketing activity. One of the many tentative hypotheses, for
example, stated that “the marketing costs of consumers rise or
fall as the number of points to which they must go to do their
share of the marketing task and the distances they must go out
of their routine patterns of day-to-day travel in order to reach
these points increase or decrease.” In considering this problem,
it was thought that it might be more significant to consider the
basic location of a consumer not as the usual point of residence
but as being along a line of normal or routine movement—an
orbit—occasioned by his occupational, recreational, and social
activities. Insome instances, time rather than distance of travel
would be the desirable measuring rod.

Although origin and destination (O.D.) and other traffic
studies, as well as store location projects, provided considerable
data on consumer movements within the metropolitan area to
be studied, none was sufficiently comprehensive or precise to
be useful for present purposes. The primary task of Albion Re-
search Associates, in fact, was to develop and test methods for
obtaining the required data on consumer activities.

The data considered necessary included in part the following
general categories (most of which were subdivided still further):
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Time Data:

1. Total time spent in marketing per day by housewives, by
workers outside the home, by school children, and by other
family members.

2. Time spent in getting to and from market areas or individual
stores.

3. Time spent in stores and public places of all kinds, plus pos-
sible breakdowns of activity within stores.

4. Time spent moving from store to store.

5. Time spent in traveling to and from work.

Distance Data:

1. Total distance traveled per day on trips to work or school,
social visits, and buying trips.

2. Distance traveled by types of transportation used, by routes
traveled, and by travel purposes.

Other Data:

1. Expenditures made by type and amount.

2. Number of stores visited by type per day, per trip.
3. Number of unpaid marketing manhours.

ActioN NEEDED

Among decisions which had to be made were several pertain-
ing to the possible use of consumer clinics. 'Would consumer
clinics be useful in the preliminary stages of this project?  What
types of questions might be discussed profitably? What sorts
of questionnaires could be constructed for use at the clinics?
How many persons should be invited? What types of people?

Because of the nature of the project, it was certain that sur-
veys, observational methods, and experimental methods would
be tested to some degree. Suggestions already had been made
that small panels be set up, with panel participants to keep diary
records of various sorts. If such panels were established, might
clinics composed of panel members be used in order to explore
such problems as those of recording data? Might a clinic be
useful after the panels were disbanded to explore the accuracy
of methods used, the adequacy of compensation, participation
by family members, and so forth? In other words, how might
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«<onsumer clinics be used in defining and delimiting the prob-
lems to be explored in this project?

CASE 6—CONSUMER PANEL VS. STORE AUDIT
RESEARCH

BACKGROUND

The Plumtree Corporation manufactured “Pomate” (a
special hair preparation) and a line of personal-care products.
Distribution was mostly through wholesalers. Drug stores
.originally had been the only retail outlet of importance. Plum-
tree products now were sold in food stores, department stores,
and variety stores, through mail order houses, and through other
miscellaneous outlets. In fact, sales of the major products in
supermarkets alone rivaled those in drug stores, a welcome
.development profitwise but one which was raising vexing dis-
tribution problems.

Since the early 1940’s the corporation had subscribed to a
-continuous store audit research service. The corporation had
no marketing research department, and important research
decisions were referred to the president, Mr. Ernest Plumtree.

When first approached by representatives of the agency mak-
ing the store audits, Mr. Plumtree had not been conscious of
any pressing need for research. The arguments made, there-
fore, that store audits were a far better technique than were
interviews with either retailers or consumers (because interviews
were subject to error, bias, and memory loss, and often failed to
produce real facts or accurate numerical data), had not seemed,
frankly, of much relevance. Nor had claims that a continuous
study was far superior to static surveys been impressive at the
time. The furor about the Literary Digest poll failure, although
recalling painful memories, had not been entirely convincing
.either. In general, he appeared awed by statistical matters and
suspicious about sampling techniques as applied to business
affairs.

What, perhaps, had convinced him most that the corporation
might benefit by contracting for the store audit service was the
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information it revealed about competitors. It was impressed
upon him that his principal competitor, through this service,
already knew a great deal about his company’s practices and
accomplishments which he regarded as extremely confidential.
(A private inquiry convinced him at once that the corporation
could not afford its own store audit, and that even if it could,
competitors still could obtain the same information.) The
amount of up-to-date, detailed information he could obtain on
his major competitors, of course, was highly attractive. More-
over, he had seen at once how records on factory sales to whole-
salers might be completely misleading in assessing current pro-
motional campaigns, which were of particular concern to him.
Many other considerations had also entered into his decision
to subscribe to the store audit service.

Once made, the decision had never been regretted. Unques-
tionably, store audit services were a sound business investment.
Although the fees had seemed large at first, they were but a
small fraction of promotion costs alone. The information ob-
tained was extremely helpful in making nearly all major market-
ing decisions. The corporation had applied the services to two
other commodities, one of which, however, was discontinued,
although “Pomate” remained the mainstay of the company.
Moreover, the detection and assessment of competitive moves
had on several occasions led to quick and successful imitation
of the same practices. No doubt, the profit on these ventures
had paid for research costs in full.

These matters were fresh in the president’s mind because an
organization offering national consumer panel research services
recently had made a presentation before all top executives of
the corporation. The reactions had been favorable. The ques-
tion facing Mr. Plumtree was: should the corporation contract
for this service also? If it did, should both the store audit and
the consumer panel service be used, or should the corporation
contract only for one?

StoreE Auprr METHODS

Store audits were based on a national sample of retail stores.
Auditors called periodically at these stores to transcribe data
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from store records on all products for which the agency had
clients. Stores were compensated for their cooperation. Be-
cause convenience goods stores kept no records of unit sales, it
was necessary to estimate unit and dollar sales for each package
size and brand of products studied. This was done by obtain-
ing two sets of figures: (1) purchases made (from manufacturers
or wholesalers as shown on invoices) and the prices paid, and
(2) a physical inventory count. By adding purchases to inven-
tory at the beginning of the period and deducting inventory
holdings at the end of the period, the sales, or disappearance, of
the product could be calculated. (Purchases plus or minus in-
ventory change could also be used to estimate sales.) Estimates
of turnover, stock-sales ratios, margins, and out-of-stocks could
also be computed from these figures. In addition, auditors ob-
served and gathered information on special purchases, on deals
or cut-price sales, on advertising, and on window and interior
displays of products. For purposes of breakdown analysis, all
cooperating stores were classified as food, drug, and so on, stores,
as chain or independent organizations, by size, by service or self-
service, and by city size, county size, and geographical region.

Asaresult of these audits, the Plumtree Corporation could be
provided with these broad categories of data:

1. Sales to consumers by package size, by brand, by type of
product, and by commodity group in units and in dollars.

2. Retailer purchases in total, by number of reorders, and by
average order size, and by purchases made direct or from
wholesalers.

3. Inventories in units, dollars, and total inventory changes,
days of supply on hand, and out-of-stock items.

4. Prices paid by dealers and by consumers, special deals and
sales, and retailer gross margins.

5. Display and advertising activities by retailers for company
products and those of competitors.

All these data, when cross-classified with each other and with
store classifications, provided a host of breakdown analyses.
Each variety of “Pomate” was analyzed for the company in rela-
tion to each of four major competitive products and in relation
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to all minor competitive products. Thus, the share of the
market and all trends in the market as a whole or by regions,
city sizes, types of stores, and so on, were periodically available.
In short, store audits constituted a “waterfront” job of research
providing continuously in one “package” a large amount of
basic market information. This information could be applied
to a whole range of marketing problems, such as problems of
pricing, packaging, display, advertising, and selling. Supple-
menting it with information on competitors obtained from The
Standard Rate and Data Service, from salesmen, and from other
sources, the company could not only assess its share of the
market in total and by many classifications but could also eval-
uate the results achieved by competitors.

ConsuMER PanNerL METHODS

The national consumer purchase panel, as operated by the
organization which had made the presentation, utilized diary
records to be kept by panel members. These members were
selected to constitute a cross section of all American families.
As members dropped out, or were rotated, replacements were
added to maintain the representativeness of the panel. All pur-
chases by family members of products being studied were to be
reported on diary forms provided. The information, to be re-
corded as soon as the purchaser returned home, varied some-
what with different types of products. In general, it consisted
of date of purchase, age and sex of purchaser, complete product
description—including brand, weight or size, type, number of
units, and price paid—and type of store patronized or method
of purchase. Families cooperating were compensated by receiv-
ing coupons redeemable for a wide variety of goods. Each
family unit was identified by such characteristics as number of
members, age and sex of each, occupation, income, education,
and location. Again, cross-classification of the data gathered
made a great number of breakdown analyses possible. The
panel provided a continuous flow of basic market information
about the products of a company and those of its competitors,
and data were useful for a whole range of marketing problems.
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ConrricTING CLAIMS

Mr. Plumtree was somewhat disturbed by the conflicting
claims and adverse criticisms made concerning these two sys-
tems. Store audits, it was said, were faulty, or were weakened,
by inability to audit the stores of some large food chains and
syndicate or variety stores, and also by failure to include door-
step and mail buying and miscellaneous retail outlets. These
difhculties, it was asserted, tended to make the sample of stores
unrepresentative of actual purchases. Moreover, poor retail
records, disappearances of merchandise because of shoplifting,
employee thefts, breakage, and other causes contributed to in-
accuracy in data gathering. On the other hand, it was claimed
by the proponents of the store audit method that these prob-
lems could be handled by careful sampling, by proper compensa-
tion of store managers, and by other auditing and statistical
practices.

Panels, it was said, could not be maintained on a probability
basis, because cooperation of some types of families (such as the
very rich, the very poor, and illiterates) was difficult or impossi-
ble to secure; purchases by others than the housewife (or adults)
tended not to be recorded; consumption of articles outside the
home frequently was ignored; families were continually drop-
ping out of the sample; being on a panel made persons act
atypically; merchandise premiums affected purchases made;
and, in general, accurate reporting was difficult to obtain. On
the other hand, it could be claimed that by using great care in
sampling, by providing families with proper report forms and
compensation and incentives, by careful selection and pretrain-
ing of panel members, and by other statistical and control
devices it was possible to secure continued, accurate, normal
purchasing reports.

Mr. Plumtree tended to agree with both sides. He was aware
that risks went with rewards and that when a new policy ob-
tained benefits, it also created new difficulties. He was fully
ready to believe that both systems were practical and reliable,
although each no doubt possessed inherent limitations. Dif-
ferences in cost did not seem important. Although he was con-
cemned with the accuracy of results, particularly as they might
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affect “Pomate,” he believed that the answer for his company
depended primarily on the sorts of information provided.

COMPARISON OF INFORMATION

Mr. Plumtree had asked the vice-president of accounting to
have his statistical department prepare a list of the information
furnished by each method. In preparing this list, consideration

was to be given only to data provided in the basic “package,

k24

not to data secured by special methods and extra costs. The
resulting list was as follows:

Information Provided Only by Store Audit:

1.

2.

3.
4.

5.

Dealer inventories. Stores stocking, amounts on hand, days
of supply, and out-of-stocks, by product types, major brands,
sizes, and in total. (By use of factory sales records, whole-
sale stocks can be estimated.)

Dealer purchases. Number and size of orders, special pur-
chases, and purchases from manufacturers or wholesalers.
Dealer margins.

Dealer display. Shelf position, internal store displays, and
window displays.

Dealer advertising. Newspapers, store signs, sales events.

Information Provided Only by Purchase Panel:

1.

Vi W

Users and nonusers. Families by types and size using major
brands, product types, and sizes.

. Amounts purchased. Frequency of family purchases in

units and sizes, average and total purchases, concentration
of markets among large and small users.

. Trends in purchases. Gain or loss of customers.
. Age and sex of purchasers.
. Brand loyalty. Amount and character of repeat buying,

brand switching, and number of brands used by types of
families.

Information Provided by Both Methods:

1.

2.

Purchases at, or sales by, retailers by product types, brands,

and sizes.
Types of outlets for sales or purchases made.
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3. Seasonal variations in sales.
4. Regional and city-size breakdowns.
5. Retail prices.

REFERENCES AVAILABLE

Investigation by Mr. Plumtree and his staff of the literature
on the subject of consumer panels and store audits revealed the

following references:
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Action NEEDED
1. Is there any basis for deciding that one method is inherently
better than the other?
2. Can both methods provide accurate data?
3. What facts should determine the use by a company of either
or both methods?
4. What should Mr. Plumtree’s decision be?  Why?
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PLANNING

The General Nature of the Task

The cumulative steps of problem formulation and prelim-
inary investigations culminate in specific, formal plans. The
great amount of time often spent in these early stages testifies
to the critical importance of the decision-making which is done
at the planning stage.

Planning consists of establishing specific purposes, choosing
methods for data gathering, preparing all forms needed to gather
data, designing a sample,* testing plans, and estimating costs.

Specific Tasks and Wo;king Methods

Because planning embraces so many activities, these activities
will be discussed separately and in conjunction with methods
used in carrying out each separate task.

Specific Purposes. The heart of this process is the final, con-
crete, written expression of the hypotheses.

Too often problem formulation stops at the intermediate
stage of characterizing information which it is hoped will be
useful. Correct procedure is to decide purposes in terms of
ultimates—the conclusions and decisions which can be based on
specified data.

Although their application is difficult, the methods are sim-
ple: written expression of all important hypotheses that have
developed, selection of a limited number of these hypotheses,
and the clearest possible statement of them.

From such specific purposes it is possible to decide (1)

* This part of planning is considered separately in Part IV.
63
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whether or not to continue the study and (2) whether or not
the purposes can be satisfied wholly—or partially—with second-
ary data.

Methodology. Assuming that the project will require pri-
mary data, a choice of the method, or methods, to be used is now
made.

The three principal methods are survey, observation, and ex-
periment.

The survey methods are by mail, telephone, or personal inter-
view. They also may be classified as to type of data gathered.
"Thus, Brown 2 distinguishes between factual, opinion, and inter-
pretive surveys; and Lorie and Roberts® characterize the data
(also obtainable, in part, by observation or experiment) as be-
havior, intentions, attitudes, knowledge and habits of thought,
and “reasons why.”

Observational methods include store audits, pantry inven-
tories, fashion counts, and traffic counts.

Mechanical methods of recording data may be considered as
a separate category, as subcategories of the other three methods,
or as a form of observation. They may be used in personal in-
terviewing (wire or tape recorders, or lie detectors), in group
studies (Lazarsfeld-Stanton Program Analyzer or Hopkins Tele-
vote Machine), to record actions (Purdue Eye-camera, Audi-
meter, Radox), and in many other ways.

No mechanical way of choosing the proper method exists.
For many studies there are a number of alternative methods,
each of which also might be applied to several different sources
of information. A general preference exists for the experimen-
tal and observational (including machine) methods because
they tend to be more scientific. Unfortunately, these methods
often are more difficult to apply (and often impossible) and they
tend to be more time-consuming and costly. In fact, the survey
method, so often inveighed against, remains as the most com-
mon tool of research, and a highly useful one. The researcher
:should beware, however, of limiting himself to easy, familiar, or

*L. O. Brown, op. cit., pp. 296-302.
*J. H. Lorie and H. V. Roberts, op. cit., pp. 211-14.
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favorite methods. Awareness of the new techniques and the
new applications of older techniques is helpful.

Specific consideration of the methods in relation to the data
sought often leads to a natural choice. Cost and time factors
also may help to determine the appropriate method.

Forms. Forms and schedules used in the collection of data
include questionnaires for surveys, schedules or forms for record-
ing observations or experimental data or for recording secondary
data, instructions and work schedules for the data gatherers,
and letters to respondents.

Questionnaire elements include identification of respond-
ents, explanations, data questions, and request for cooperation.
The various problems encountered, or rules for questionnaire
construction, deal with such matters as length, sequence of
questions, ease of recording answers and making tabulations,
spacing, clarity, specificity, and leading questions. (See the an-
notated bibliography which follows for references on these dif-
ferent aspects.) Most troublesome, perhaps, is the wording of
the questions, which inclades a choice of question types: free-
response or open-end, check-list or cafeteria, dichotomous or
yes-no, ranking or intensity-scale, triple-associates, and probing
or follow-up questions.

In designing forms the major problems are clarity, compact-
ness, and ease and simplicity of recording data.

Working methods vary widely with individuals. Of primary
importance, the researcher must clearly grasp the exact char-
acter of the data he is seeking. He also must possess the pa-
tience to attempt many alternative wordings of questions (or
designs of forms) and continually to revise and select. Almost
everything he has learned may prove useful in executing this
most challenging job of communication. For the beginner,
interest in the process and ability to plan research are acid tests
of his prospects for research as a career.

Testing. Testing may relate to the sample, the questionnaire
or schedule including the instructions, the interviewers or field
staff, or the prospective information itself. For example, test-
ing the production rate of interviewers may avoid serious mis-
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calculations as to time and expense. Additional tests can be
used to ascertain the adequacy and clarity of instructions which
are provided interviewers as well as of the questionnaire itself.

Seldom is it wise to forego a test of the questionnaire or other
data-gathering form. Pretesting almost always will reveal de-
fects, and many times very important ones, or suggest improve-
ments that add to accuracy and reduce time and cost.

Of special importance, and particularly so if the full, written
expression of specific purposes has been skimped, is a test of the
value of the information obtained. This can be done during
questionnaire formulation by anticipating findings. By assum-
ing a range of statistical results, tabulating these data, and then
analyzing them, it can be determined if, or how well, the data
sought will answer the problems.

Costs. The researcher may have to estimate costs in some
detail at the very beginning. With experience and some guess-
ing, this can be done. At other times a budget figure is pro-
vided, which serves as a basis for a formal research proposal. In
still other cases, detailed cost estimates may be the last stage
of planning, carried out as a means of insuring that the project
is feasible within the funds allotted.

In any event, data gathering tends to be the most expensive
single operation. Until methods are chosen, a sample is de-
signed, and some testing is done, costs are difficult to estimate.

Costs may be computed as out-of-pocket expenses with or
without a fee or supervisory salaries, or as out-of-pocket expenses
plus 100 per cent in order to cover the general overhead of the
agency and allow a profit.

Research Proposals

All the steps discussed so far may be telescoped into a prelim-
inary proposal for a research project. If done without design
of forms or any testing, such a proposal may be subject to con-
siderable change. The ability to make a satisfactory proposal
in detail depends on the experience and abilities of the re-
searcher. He may utilize considerable secondary data and
some preliminary investigations.
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Such proposals are not a substitute for the steps so far dis-
cussed, although good ones should minitnize the time and effort
needed later in covering these stages of research.

The Cases in This Part

Case 1, “A Radio Audience Survey,” presents the plans made
for a study as included in a proposal to the manager. Emphasis
is placed upon deciding the specific purposes of the study. The
case includes estimates of costs and some sample problems.

Case 2, “Proposed Consumer Market Survey,” presents the
problems of an independent retailer. Questions of specific pur-
poses are involved, although empbhasis is given to methodology,
particularly to the adequacy of the tentative questionnaire form-
ulated.

Case 3, “Use of Internal Data for Studying Magazine Mer-
chandising Effectiveness,” is a full-scale proposal which presents
problems of specific purposes, methods, and sampling. The
empbhasis is placed on considerations of using internal data.

Case 4, “Methods for Study of Installment Credit,” is the last
of these cases presenting rather detailed proposals and covering
various planning problems. The emphasis is on the choice of
methods for gathering the data outlined.

Case 5, “Pretesting a Questionnaire,” shows the question-
naire designed, the results of a pretest of this questionnaire, and
a revised questionnaire. Designed primarily to provide an ex-
ample of pretesting, the case can be used to cover many aspects
of questionnaire formulation.

Case 6, “Constructing a Readership Questionnaire,” provides
practice in constructing a questionnaire and a covering letter.

Case 7, “Proposed Questionnaire for an Ice Cream Survey,”
presents a tentative questionnaire. It can be evaluated in terms
of survey purposes and the “rules” of questionnaire construc-
tion, or a revision can be attempted.

Case 8, “Getting a Luggage Questionnaire into Shape,”
focuses on the variety of specific questions suggested for gather-
ing data of specified types. The many details provided permit
an examination of the important minutiae of questionnaire
formulation.
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Case 9, “Following up on a Department Store Study,” ranges
over many aspects of preliminary investigations and planning.
Thus, it presents an opportunity to review earlier steps in the
light of planning problems.
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Part III Cases

CASE |—A RADIO AUDIENCE SURVEY

BaAckGroUND

The manager of Station WKGP, Philadelphia, believed that
a study of the complete station listenership might be valuable.
National time buyers, he thought, were not sufficiently con-
vinced of the volume of listening in areas outside the Philadel-
phia metropolitan area. These time buyers tended to use the
wasteful practice, he felt, of buying time from stations in sur-
rounding cities, such as in Baltimore, Wilmington, Reading,
Atlantic City, and Lancaster, to reach areas covered by WKGP’s
signal. In his opinion this resulted in much duplication of pro-
grams. Additional time on WKGP, he believed, often would
provide better coverage at lower net cost.

The station, however, lacked up-to-date, accurate data on sta-
tion “circulation” and on duplication of listeners among sta-
tions in the area. In early 1951 no regular radio research service
was available which provided the data desired.

Tyre oF Stupy CONSIDERED

An engineering survey showed that currently WKGP’s signal
could be received in more than sixty counties, or parts of coun-
ties. These included seven in Maryland, two in Delaware, all
in New Jersey except a northern tier, and all in the eastern half
of Pennsylvania, except a few adjacent to New York State.
Only the BMB Station Audience Reports* covered this entire

* The Broadcast Measurement Bureau was organized in 1945 by the Ameri-
can Association of Advertising Agencies, the Association of National Advertisers,
and the National Association of Broadcasters as a nonprofit, cooperative organi-
zation. A mail-ballot study of each county in the United States was published
in 1946. It contained the number of radio families for each county (and for

70
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area for listenership data useful to Station WKGP. The Spring,
1949, report showed that in twenty-three counties in Pennsyl-
vania, six in New Jersey, two in Delaware, and one in Maryland,
at least 10 per cent of all radio families listened at least once
each week to a daytime program of Station WKGP. In fifteen
counties listenership was over 30 per cent, and in seven counties
was over 50 per cent.

Nighttime programs were listened to by more than 10 per
cent of radio families in thirty-six counties (one more in New
Jersey and three more in Pennsylvania). The total weekly audi-
ence in these thirty-six counties for nighttime programs was
approximately 900,000. The weekly nighttime audience in
Philadelphia County included 80 per cent of the 573,000 radio
families. Approximately 40 per cent of the total weekly audi-
ence actually listened six or seven days or nights a week.

Useful as the BMB data was, it lacked much detail desired by
time buyers. Moreover, the manager felt certain that through
technical improvements and new programming the station had
increased its listenership greatly in the past two years.

Regular radio research services, such as those of Pulse, Inc,,
and A. C. Nielsen, Inc., commonly used by time buyers, have
many useful data on program audiences and audience composi-
tion but not for the entire area covered by the station and not
in terms of station listenership. For example, the station had
made a number of experiments with short plugs for give-aways
or specialty items and had secured a greater number of responses
than the total rated audience. These services, therefore, did
not meet the problem the manager had in mind.

The manager was impressed by studies conducted annually
since 1938 for a station in Iowa 2 which, he had been informed,

cities of 25,000 or less, if a station city) and for each station the total weekly
audience (number of radio families listening to a station one or more times a
week) and the daytime and nighttime audiences. Study No. 2, BMB Station
Audience Report, published in the spring of 1949, additionally contained
listenership for six or seven times day or night, three, four, or five times, and one
or two times.

* See, for example, the 1948 Iowa Radio Audience Survey, conducted by
F. L. Whan, published by the Central Broadcasting Company, Des Moines,
Iowa.
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were readily accepted by time buyers. In particular, these
studies reported a high degree of “out-of-home” listening.
Such listening was not covered by regular radio research services
and was growing in importance because of television competi-
tion.

The Towa Survey of 1948, for example, included questions
on (1) station preferences—stations listened to most, stations
heard regularly, station liked best for news at major periods of
the day, and stations preferred for farm programs; (2) radio
ownership; (3) best-liked programs for adult listeners; (4) types
of programs liked best; (5) actual listening by half-hour periods
and by composition of the radio audience; (6) families owning
portable, nonportable, FM, and auto radios; (7) age of sets; (8)
amount of time auto radios are used on long trips and on short
trips; (9) families with some member regularly hearing a set out-
side the home and the location of such sets; (10) location of sets
in the home; (11) early morning listening by quarter-hour peri-
ods; (12) listening from 6 to 7 p.m. by quarter-hour periods; (13)
amount of listening to the “beginning commercial” and mem-
ory of item advertised; (14) frequency of use of two or more sets
at once in the home; and (15) criticisms of program heard.

Tre Stupy PROPOSED

In May, 1951, the manager of Station WKGP called in a re-
search consultant. The manager, after discussing the station’s
problems, requested that the consultant submit proposals for a
study along the lines of the Iowa Reports. The proposal sub-
mitted is reproduced in part below:

The proposed study would be, basically, a study of the “circulation”
of all radio stations giving a satisfactory signal within the service area of
WKGP. The primary purpose would be to show radio service coverage
and the pulling power of stations. In addition, the study would yield
important data on types of programs (but limited, if any, detail on spe-
cific program ratings) and comparative data for television and news-
papers, all data being considered for their value in selling and buying
radio time.

The study would be patterned on the Iowa Radio Audience Surveys,

* Ibid.
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changed, however, to fit local area interests and problems. Exact
changes would be worked out later in cooperation with WKGP and by
testing in the field. Tentatively, the following changes are suggested for
consideration:

Elimination of data on:

Age of radio sets owned.

Farm program listening (except as a type of program).
Hearing or remembering specific advertising.

Hearing criticisms against radio.

Revision of data on:

Age classifications, to include males and females under twenty-one.

City classifications, to allow city-size summaries.

Newspaper circulation, to include three local papers for daily and
Sunday editions.

Autos, to include number and get more detail on use.

Dual listening and out-of-home listening to get more complete data
(even on nonradio homes).

Addition of data on:

Number of persons in farpily by age groups and total primary listening
audience.

Television families.

Families using telephone or mail for purchases.

Cities in which specified shopping goods are purchased.

Most of these changes affect so-called identification data which are
economically obtained as a by-product of a survey and which increase
the number and value of the summaries possible.

The proper size of the sample to be used to cover the areas lying
within the service contours of WKGP depends on three considerations:
the statistical accuracy desired, the acceptability of findings to advertisers
and their agencies, and the cost.

The Towa surveys are based on slightly more than nine thousand
interviews completed out of, presumably, some eleven thousand to
twelve thousand five hundred attempted. This is a far larger number
than is needed to survey Iowa as a state, yet county-by-county data for
the ninety-nine counties of the state are subject to a considerable margin
of error. The study proposed would have the great advantage of cover-
ing a smaller number of geographical units. Serious consideration
should be given, however, to the need for individual county, or part-of-
county, data; for any merging of any two geographical units will increase
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the accuracy of a given sample size or reduce total sample size and cost
for a specified degree of accuracy.

Tentatively, it is suggested that a primary sample of approximately
eight thousand to ten thousand be considered.

The technique used would be personal interviews supplemented by
some form of roster, aided-recall, or diary technique. Pre-coded ques-
tionnaires and punch-card tabulation methods would be used both for
accuracy and economy.

The elements of cost for a study of the type and scope proposed are
estimated as follows:

CosT oF SPeCIAL STUDY OF RADIO LISTENERS

Cost
Activity Mmimum | Maximum
Preparing of questionnaires, pretesting in field,etc. ... $§ 500 | $ 750
Printing of mterview forms 300 400
Personal interviews at $1.25 an hour (or less) plus travel 12,000 16,000
Hiring, traiming, and supervising interviewers .. .. 600 800
Sample design and other statistical work . .. ..... 500 500
Editing of retuns .. . . . . . . ..., 250 400
Machine tabulations . . 400 500
Planning, administration, analysis, and report prepara
tion: the Director’s salary . 2,000 2,000
Printing the report * . ... .o oL — —
Secretarial help and miscellaneous . ................ 350 500
Total .o $16,900 | $21,850

* Assumed done by WKGP in format and quantity desired.

ActioN NEEDED
Among considerations raised by this proposal were these:

1. Would the eliminations, revisions, and additions of data sug-
gested make it more usable for WKGP? What other
changes should be considered?

2. In what sense are identification data by-products of the sur-
vey, and how do they “increase the number and value of the
summaries possible”’?

3. How might the number of sample sub-units be reduced
without decreasing the value of the findings significantly?
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4. How could “circulation” data be applied to specific time
periods or programs when selling, or buying, time?

5. Would the study proposed solve the problems the station
manager had in mind, and was it likely to be worth the cost?

CASE 2—PROPOSED CONSUMER MARKET
SURVEY

BACKGROUND

The annual sales of the Seldon Department Store were ap-
proximately $400,000, although it was located in an agricultural
valley section in a community of less than 3,000. In a sense,
Seldon, which was on Main Street, combined three stores. On
one side was a former five-and-ten-cent store, or variety store,
and the basement and first floor sales area still was used to sell
general merchandise and limited price lines (indeed, the famil-
iar red banner of the former store, slightly altered, remained on
the store exterior). The middle section of the store was nar-
rower and was used to display and sell women’s ready-to-wear.
At the other side was a section containing oflice space which
also was used to display and sell major appliances and floor cov-
erings. These had been three separate stores at one time, and
had been joined by the expedient of constructing one small
doorway in each separating wall. Furniture was both stored
and displayed upstairs in rooms which once had been apart-
ments and had never been remodeled. Furniture also was
stored, and could be displayed, on the second floor of a building
down the street.

In its transition to a department store status, the store had
become badly crowded for space. Storage space was limited
and poorly located; store walls were jammed with merchandise
right up to the high ceilings; aisles were narrow.

The enterprise was steadily expanding its sales volume and
profits. The proprietor had sufficient capital and owned land
in the rear for a considerable expansion of sales area. Estimates
had been prepared of the increase in volume which might be
obtained in various lines if these lines were broadened and the
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EXHIBIT 1

Questionnaire for Consumer Survey, Department Store

Town Other towns

A | B| c| D/ (state which)

1. How far do you live from each of these
towns? Number of miles

2. Approximately how many times have you
shopped in each of these towns so far this
year? Number of times

3. In which of these towns during the past 5
years have you purchased the items listed be-
low? (For each item check the town, or
towns, in which you made purchases.)

Furniture for:
Dining room
Bedroom
Living room
Carpets
Women’s dresses, priced
at less than $6.00
at $6.00 to $8.99
at $9.00 or more
Children’s clothing
Men’s wear
Appliances
Radio or television
Stove or washing machine
Other

4. Which of the items listed above have you purchased during the past 5
years by mail order?

5. In which town do you prefer to buy your dresses? (Name of town)
Why?
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6. In which town do you prefer to shop for fumjture?
(Name of town) Why?

7. Perhaps you would prefer to shop in a different town if the merchants
offered better assortments, different store hours, better parking, or some
other conditions. To indicate this, please complete the following state-
ments:

A. Twould prefer to buy my clothingin ___(town) i

(town)

" B. I would prefer to shop for fumiture in
if

C. For most shopping other than for food I now prefer to shop in
__(town)  because

For statistical purposes only: please tell us the following:

I am married ; single ; other Check which one.
My husband’s age is: Under 25 ; 25 to 50 ; over 50,
My husband’s occupation is (Your occupation, if

not marned. )

The number of persons in our household is:

Malesunder21l 21 and over

Femalesunder2l ________ 21and over
Forsendingthegiftof _________ to me, please use this address:

Name

Address
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sales area increased. Various ideas for the expansion and re-
modeling of the store had been developed and a few of these
had been incorporated into architectural drawings and estimates
of cost.

The proprietor was a man of independent mind who had built
the business from scratch. He liked to hire consultants, but
often failed to follow their advice, being content with the stimu-
lation afforded to his own thinking and the tests provided for
his own developing plans. On this occasion he secured the serv-
ices of consultants from a nearby city. The consultants were
to spend one day in the store discussing plans and records and
inspecting the store and then submit recommendations for
changes.

Among the suggestions offered was that the planned expan-
sion, which seemed desirable, should not be made until after a
consumer survey was conducted.

Tue PrROBLEM

A specific question the proprietor had to decide was whether
or not to conduct some such survey as was recommended.

Darta AVAILABLE

The Seldon Department Store had no important competition
for its lines from stores in the community. Less than twenty
miles to the south, however, in a community with a population
of 13,000, there was a sizable shopping district with many mod-
ern stores including several furniture stores, women’s clothing
stores, and chain stores operated by a mail order house and other
large organizations. Some thirty miles eastward was a town of
40,000 population, and some forty miles northward was the
state capital, with a population of well over 100,000. Evidence
suggested that for shopping goods the major competition was
with stores in the nearest of those towns and, especially, from
the large stores in the capital city.

A major share of the floor space to be added, if the proprietor’s
basic plan was followed, would be devoted to furniture, cloth-
ing, and appliances. A major share of the increase in volume
of sales planned would also come from sales of these lines. It
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was in regard to this aspect of the contemplated expansion that
the consultants suggested it might be wise to take out some in-
surance in the form of a little consumer research. Appended
to the report were rough plans for such a survey. The survey
itself would be made by store personnel. Plans included the
questionnaire on pp. 76-77, which was to be mailed out to a
sample of women in the area.

Suggestions in some detail were given concerning the method
of obtaining the proper sample and of checking results. It also
was suggested that the company name not be used and that a
box in the capital city be rented to receive returns; that women
answering the questionnaire be sent a small gift or some thirty
or forty cents’ worth of stamps, and that if a second mailing was
needed, fifteen or twenty cents’ worth of stamps might be en-
closed with a promise of the remainder on reply; and that the
many open-end questions suggested might prove difficult to
tabulate, especially for store personnel, even though they were
useful question types for exploration. The entire project, it was
suggested, might be conducted by the store for an out-of-pocket
cost of from $200 to $400, a fraction of 1 per cent of the contem-
plated investment in expanded facilities.

ActioN NEEDED

1. Should the proprietor of the Seldon Department Store ac-
cept the proposal to conduct a consumer survey?

2. Would the proposed questionnaire produce the most useful
data or should revisions in plans be made?

CASE 3—USE OF INTERNAL DATA FOR
STUDYING MAGAZINE MERCHANDISING
EFFECTIVENESS

BACKGROUND

The Summit News Company secured a large volume of mag-
azine sales through drugstores, although newsstand sales were
large and other outlets were used to distribute magazines. The
company was convinced that magazines were highly profitable
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merchandise for these drugstores. For example, a study of a
small group of drugstores in one region of the country had
shown (1) that magazine sales averaged more than 5 per cent
of total store sales, (2) that sales of magazines per square foot
of space used averaged $140 annually, compared to $69 for the
stores’ sale of all items, and (3) that gross margin per square foot
of space used was $35 annually for magazines, compared to $20
forall items.

Many drugstore operators, nonetheless, considered magazines
as little better than a necessary evil justified only by customer
convenience.

Poor dealer relationships and a growing interest in means of
increasing magazine volume and profitability in retail outlets
led the company to consider a long-range research program.

THE PROBLEM

As originally visualized by the company, the general objective
of the research program would be to find the most efficient
methods of merchandising magazines in drugstore outlets.
This would be done by retail studies and would include a com-
plete appraisal of dealers attitudes toward handling magazines.

QUESTIONS TO BE ANSWERED

Among the more specific questions the managers of the com-
pany had in mind were:

1. What kind of display racks should be used in drugstores in
various volume classifications?

2. What sizes of racks should be used in each?

3. What determines the best location for the rack, or racks,
used?

4. How many titles should be carried by each store?

5. How should the titles be selected?

6. What determines the best display or positioning of the
titles carried?

In addition, the company thought that marketing research
should be used (1) to develop standard operating statistics for
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good magazine departments and (2) to study magazine con-
sumer buying habits. .

One of the specific problems which arose later concerned the
type and amount of research, if any, to be conducted, based
entirely or primarily on existing records. Indeed, this became
the key problem in the consideration of using research.

DaAtA AVAILABLE AND THE ProGRAM PROPOSED

Magazines for sale over-the-counter in single copies were dis-
tributed by the Summit News Company under a consignment
system. This permitted each publisher to decide how many
copies of each issue should be put on the stands in each market.
The local distributor allocated the number set by the publisher
among individual dealers. From time to time during the life
of each issue, routemen redistributed the copies among dealers
as they ran short or were found in oversupply.

Dealers, including drugstore owners, accepted this arrange-
ment, under which they had no control over their quota, be-
cause they were permitted to return all unsold copies for full
credit. Each dealer paid the distributor for the copies he actu-
ally sold (as measured by the difference between his “draw” and
his return). Similarly, the local distributor paid the national
distributor, and the national distributor paid the publisher, for
the difference between the number of copies sent out and the
returns.

A private consultant was hired to draft a detailed proposal
for a long-range research program, together with budget esti-
mates and a time schedule.

In brief, the proposals made envisioned three broad types of
research. The first type would rely primarily on available rec-
ords kept by the distributor. The second type would require
the keeping of special records by drugstores or the actual obser-
vation of sales persons and customers at the point of sale. This
might include both direct observation experimental techniques
and the use of the techniques of cost allocation. The third type
of research would involve interviews with consumers and with
dealers.

In more detail, these possible projects were suggested:
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PROJECT 1

SUGGESTED STATISTICAL ANALYSIS
OF THE SALE OF MAGAZINES IN DRUGSTORES

. Objective: To test through correlation analysis the effectiveness

of methods used to sell magazines in drugstores.

Types of questions to be answered.

1. What effects do differences in methods of displaying, promot-
ing, and selling have on volume, cost, and profit in the market-
ing of magazines by drugstores?

2. How do the various types of stores, when classified by such
factors as size, location, organization, and lines sold, differ in
their effectiveness as distributors of magazines? Why?

3. How widely, and by what means, can all stores imitate the most
effective ones?

4. Why do some individual stores excel other stores of the same
type in selling magazines?

5. What types of racks are best suited to what types of stores?

6. What assortments of magazines are proper for different types
of stores?

7. What types of stores are most profitable to the distributor?

8. What stores serve the consumer most effectively?

Methods of study.

1. A detailed study of distributor records for a sample group of
stores.

2. A restricted survey of at least part of the stores in the sample
to obtain classification data.

3. Correlation analysis of the data gathered.

Sample to be studied.

1. A sample representative of all drugstores served in the . .
metropolitan area as a whole.

2. Asample representative of appropriate subdivisions of the area.

3. A sample large enough to permit selection from it of sub-
samples and test groups for subsequent field surveys and ex-
periments.

. Data to be gathered from distributors’ records for each store in the

sample.
1. Magazine assortments handled.
a) Full assortment.
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b) Minimum assortment.
c¢) Special assortments.

. Sales volume, in dollars and units.

a) Total for all magazines.
b) Totals for particular assortments or classes.

. Gross margin, in dollars and as a percentage of sales.

a) Total for all magazines.
b) Totals for particular assortments or classes.

. Sales over the life of any selected issue, or issues, for selected

titles.

Other data from distributors’ records.

1.

2.

3.

4.

Total sales margin in dollars and as a percentage of sales, total
expenses, and expense breakdowns.

Prices of individual magazines and margins on each in dollars
and as a percentage of sales.

Draws, sales, and returns for individual magazines and classes
of magazines.

Percentage of total draws, sales, and returns represented by
individual magazines and classes of magazines.

Data to be gathered from distributors’ records or from maps when
possible, otherwise by a physical inspection of stores and, possibly,
by use of a simple questionnaire.

1. Classification of each store by location.

a) Byroute.
b) By counties, city divisions, or other appropriate areas.
¢) By downtown, shopping centers, neighborhood, and so on.

. Classification by ownership organization.

a) Chain.
b) Independent.
¢) Voluntary chain.

. Classification by service rendered to the store.

a) By frequency of calls by routemen.
b) By provision, acceptance, and use of display aids.

. Classification by display facilities and methods.

a) Type of racks.

b) Number of racks.

¢) Size of racks.

d) Location of racks.

e¢) Positioning of titles on racks.
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f) Ratio of magazines sold to magazines displayed.
g) Scheduling of displays.

. Classification by size of stores’ sales of all goods.
. Classification by lines of goods handled other than magazines.
. Classification by ratio of amount of sales to space used.

a) Total space.
b) Space used for magazines, amount and as percentage of
total.

. Classification by miscellaneous factors.

a) Hours open.

b) Type of trade (transient, neighborhood, and so on).

¢) Incomes of patrons.

d) Patronage by special groups (occupation, race, religion, na-
tionality, and so forth).

e) Value of magazine stock carried.

f) Methods of handling small-circulation magazines.

Examples of questions for which answers should be sought and
the breakdowns of data that might be used in the analysis.

1.

What variation is there in the annual volume of magazine

sales of these outlets?

a) Number of outlets and percentage of total selling, say, up
to $1,000, $1,001 to $10,000, and so on.

b) Average and median size for all stores and for each size
group.

¢) Reasons for the variations.

. What proportion of total distributor volume comes from each

size group?

. What is the relation of assortments carried to the volume of

sales?

. How many and what sorts of stores are not carrying proper

assortments?

. What is the relation between sales facilities and volume of

sales?
a) Sales volume by number, type, size, and location of racks.
b) Sales volume by kinds of display policy followed.

. How many and what sorts of stores are not provided with

proper racks?

. What types of stores secure the highest (and lowest) sales per

square foot of space devoted to magazines?

- How does the rate of sale over the life of an issue vary as among

stores?
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9. What significant differences are there in volume and assort-
ment of sale at different types of location?
10. What relationship is there between magazine assortments car-
ried and types of stores?

PROJECT 2

EXPERIMENTAL TESTING OF SALES VARIABLES

Objective: To hold variables constant while changing singly the various
factors to be tested to discover the effect on sales of different racks,
different size racks, different locations of racks in stores, different as-
sortments, different display methods, and different sales methods.

PROJECT 3
DistriButioN Cost STUDY OF QUTLETS

Objective: To discover the relative profitability of different types and
sizes of stores and the functional costs of handling accounts and to
establish standards of expense and profitability by assortments and
the unit or volume sales of titles.

PROJECT 4

CONSUMER INTERVIEWS

Objective: To discover the numbers and types of persons who buy maga-
zines at stores, how often, for what reasons, with what store prefer-
ences, and so on.

PROJECT 5
SurveEy OF DEALER ATTITUDES

Objective: To determine dealer attitudes toward handling maga-
zines, distnibutor organization, methods, personnel, services, display
aids, expansion, and so forth.

PROJECT 6
Commonpity Cost STupy IN DRUGSTORES

Objective: To discover the profitability to stores of sales of different
types of magazines.
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ActioN RECOMMENDED

The company had to reach a decision regarding the desirabil-
ity of launching the research program. A good deal of differ-
ence of opinion existed as to how worth while Project 1 in
particular might be to the company.

Operation on consignment is possible only because the dis-
tributor keeps detailed and up-to-date records on each dealer.
As a matter of routine these records reveal such facts as these
for each important magazine individually and for each group
of the less important ones: the number received, sold, and re-
turned for each individual issue; the price paid for each issue;
the total amount paid for all copies of each issue; and the rate
at which each issue has sold during its life.

The officials most closely connected with these operating data
felt they already utilized them to the fullest extent feasible.
They pointed out that declining sales at particular stores or on
particular routes or for particular titles could be detected read-
ily. Since the prices consumers paid for magazines were set by
the publishers, and there was no problem of retailers’ selling at
cut prices, gross margins for titles, per issue or over a period of
time, and for dealers were easily obtained.

It was argued, therefore, that although researchers would
have to familiarize themselves with the types of records kept
and the methods of operation, this was simply “education” of
persons unfamiliar with the business. This “education” should
be minimized to save money. What was needed was not to
play statistical tricks with figures already available, but to gather
new facts important to better merchandising of magazines.

Other officials felt that statistical analysis was the proper first
step in the research program. Not only would it be worth while
in itself, but it also would be helpful both in determining the
specific experimental studies to make and also in establishing
them.

ActioN NEEDED

1. What are the merits and defects of the general proposal and
the tentative plan for a statistical analysis of records?
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2. Are the methods proposed well adapted to the specific pur-
poses stated?

CASE 4—METHODS FOR STUDY OF
INSTALLMENT CREDIT

Backcrounnp

A public-spirited, influential businessman had become con-
cerned after World War II with the problems of installment
credit encountered in his field of business and in national affairs.
Installment credit, he believed, had become far more than a
matter of purely monetary policy for both business and govern-
ment. Yet data on the economic and social aspects of install-
ment credit were spotty and few. Being accustomed to using
marketing research, he secured the services of a consultant to
formulate proposals for a broad study, hoping that the new
American Foundation, Inc., or some other foundation or busi-
ness group, might be interested at some later time in conducting
it.

Three alternate techniques for conducting such a study were
proposed.

A. Survey METHOD

The first, and relatively most simple, method proposed was
a survey of consumers accompanied by an inventory of their con-
sumer durables. The main purpose of this operation would be
to disclose the extent and nature of durable goods purchased on
the installment plan possessed by families of various types.

Datato be Gathered:

1. Characteristics of respondent families, by age, sex, income, occupa-
tion, education, and nationality of members, home value or rental
and year obtained, year married.

2. An inventory of a specified list of durable goods supplemented by
information on price, make, model, age, month and year purchased;
new or used purchase; make, model, age and value of trade-ins, if
any; how bought; period and payment rate if installment purchase.
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. Installment buying, other than for specified durables, as to items

bought, last purchase dates, period and amount of installment pay-
ments.

. Income(s) for years in which durables purchased and occupation(s),

if different from present.

. Finances: mortgage, insurance, other assets and obligations.
. Future plans for purchase of the specified durables.
. Attitudes toward durable goods ownership and buying on time;

related domestic or housework problems and other needs, entertain-
ment and social use of durables.

Objectives: Problems for Analysis:

1.

10.
11
12.
13.

14.

Influence of individual and family characteristics on the installment
purchase of durable goods (by individual characteristics, multiple
correlation, and identity with established socioeconomic groups).

. Number of installment buyers and nonbuyers, total and by types of

durables.

. Number and characteristics of habitual vs. infrequent installment

buying families.

. Kinds and total of durables owned.
. Percentage in units and dollars of financed durables to total dura-

bles, original and depreciated prices.

. Rate of accumulation of durables owned and relation to financing

used.

. Used durables purchased, type, total, percentage of all durables, and

differences in financing new and used goods.

. Types, ages, and values of trade-ins and relation to items bought and

type of financing.

. The percentage of weekly (or monthly) income “mortgaged”; the

peak, low point, and average weekly obligations during the year, in-
stallment debts, and all debts.

The value of owned durables, and financed durables, as percentage
of total assets and ratio to liquid assets.

Percentage of total income spent on durables, current and past
years, and by types of durables and financing.

Ownership of durables, total and by types, by regions and city sizes.
The relation of installment durables to standards of living, family
events, attitudes toward installment buying, social and entertain-
ment uses of durables.

Future expectations by types of durables and in total, in relation to
present holdings, financing methods, and income.
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Limitations:

Respondent cooperation will be difficult to obtain, especially among
some groups, although payment for cooperation should minimize the
problem. Inaccuracies caused by memory loss and bias, particularly
on dollar amounts, can be expected; but these could be reduced some-
what by various techniques and by using dealer records to check prices
and values. Although the data will be better than those from past
studies, life-cycle data will be incomplete. Probable cost would ex-
ceed $50,000. A pretest probably should be made first on a local scale
to iron out interviewing and statistical problems and to arrive at a

better idea of the type of results that could be obtained by using this
method.

B. Continvous CoNsuMER PANEL METHOD

The second method proposed was the use of a continuous
consumer panel, perhaps as a special client of one of the panels
now operating. Although the most costly and long-range type
of study, it would seem to promise the best and fullest results.

Data to be Gathered:

land 2. Same as for survey method.

3. Weekly mailed records covering changes in family status and in-
come, purchases and commitments for durables in some detail, pay-
ments on durables or loans, family members shopping for durables,
types of stores at which purchased, disposal of durables other than
by trade-ins, and car mileage.

4. Periodic reports on buying expectations.

5. Special data from follow-up inventories or interviews to explore be-
havior patterns revealed by other data.

Objectives: Problems for Analysis:

1to 14. Same as for survey method.

15. Expectations vs. later actualities.

16. Types of stores at which durables were purchased.

17. Shopping behavior of families buying durables.

18. Variations in installment payments by years, seasons, types of goods,
family-cycle stages, and income changes.

19. Replacement and use cycles for durables and relation to financing
means and accummulated investment in durables.



90 MARKETING RESEARCH

20. Net changes in depreciated value of durables, as per cent of income
earned, expended, and committed, and of savings.

21. Measurements of consumer holdings other than by dollars.

22. Possession of durables as deterring or facilitating purchases of other
durables, in total and by types.

23. Delinquencies of various kinds, their causes, and action taken.

24. Dectermination of appropriate time periods for analysis of durable
goods purchases and use patterns.

25. Relation of installment buying to other choices of families and the
determinants of choice.

Limitations:

Such a study would have to be continued for several years to be fruitful,
and, ideally, should cover a full business cycle. Annual cost might ex-
ceed $100,000, in addition to cost of the opening survey. Time and
cost are the principal limitations, although turnover of members and
other problems of panel operations would also be encountered.

C. Case Histories MeTHOD

The third method proposed could be used alone or in com-
bination with Method 1 or Method 2. It contemplates the
gathering through long, repeated interviews with husbands and
wives of as complete case histories as possible on the purchase,
use, and financing of automobiles (or any other single durable)
during the lives of family members. The data to be gathered
and the objectives, or problems for analysis, would be similar
to those outlined for the first two methods.

AcrioNn NEEDED
1. If the installment credit project is undertaken, which of these
methods should be preferred, and why?
2. To what extent would each method help to answer such
questions as these:
a) How is installment credit employed during the life cycle
of individuals and families?
b) In what ways do the purchases of installment durables
relate to specific needs of families, to the peaks and valleys
of these needs, and to the flow of income as contrasted to
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the expectations, or realities, of these needs and the bur-
den of postponing consumption?

¢) What is the extent and importance of consumer holdings
of installment durables as savings and investments? How
do families accumulate such holdings? How is their ac-
quisition related to other assets, or savings?

d) What is the function of the depreciated (trade-in) value
of installment durables in dividing total stocks, in sustain-
ing demand over time and during business cycle changes,
and in accumulating personal—and national—wealth?

¢) How does installment credit fit into the management of
family finances, and with what benefits and dangers?

CASE 5—PRETESTING A QUESTIONNAIRE

SmaLL Accounts ProBLEM

The Langdale Department Store, with a volume of sales of
several tens of millions of dollars and with approximately 300,-
000 charge account customers, was disturbed about the large
number of small accounts. A sample taken of accounts by size
had shown that nearly half of them averaged less than $1 a week.

A customer survey was authorized to ascertain the reasons for
the existence of so many small accounts. It was expected that
this information might lead to remedial action.

Hyrotreses UseEp

Because the store knew very little about its customers except
for their number, their total cash and credit expenditures as a
group, and their addresses, the basic problem appeared to be
one of characterizing small (and large) customers. Ten possi-
ble reasons for customers spending only limited amounts at the
Langdale Department Store were formulated. These were:

1. Income. Low income families may make up the bulk of small ac-
counts.

2. Family size, composition, type. Smaller families may buy less. Sex,
age, nationality, and home ownership might influence size of pur-
chases.
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N -

. Have you, or has any other family member 1n this house

Study of Department Store Accounts

. About how long have you lived in (city)? Years __; Life [] N.A.[]
. Which member of your family, in this household, does the most shopping

in downtown department stores? Verbatim Ans.
Also classify the answer:

Male [7]
Self [J; All [J; More than half [7]; Shares []; Other []; Female []
DXK.

. What other family members, in this household, also bought in any of these

downtown department stores in the past year? *

Self []; Husband []; Son []; Daughter []; Others ; DK
: dered
old, ordered any

goods from these stores by telephone in the past year? Yes [[] No []
DK
If yes, ask: At which store, or stores? Enter store initials _____ D.K.[]

. A—At which of the five stores, if any, do you or other members of your

family, in this household, have a charge or credit account?
G.[J; L3 Sa.[3;Sc. [); T. [J; None []; DK.[J

B.—About how many years ago were each of these accounts opened?
G.[;L.[};S2. [ J; Se. [J; T. []- (Enter years or D.K.)

C.—Hovlg man}l;lmemb';_r]s of tE famﬁg'l, in this household, make charges on
these accounts? Number____ ;D.K.[]

D.—Have any friends, or relatives outside the household, used any of these
accounts in the past year? Yes [%; No q; D.K.g:]
If yes, ask: Which accounts? G. [J; L. [J; Sa. [ Se. [ T- [
DK.[]

. Are there any charge accounts in these 5 stores which the entire family in

this household has definitely stopped using? Yes []; No []; D.K. [M]
If yes, ask: In which stores? G.[J; L.[]; Sa. [; Sc. [[; T. [, DK. ]

. Including both cash and credit purchases, at which of these 5 stores would

you estimate your farmly had done the most buying in the past year?
Most? (1) —; Next most? (2) —; Next most? (3) __; Next most? (4) —;
Least? (5)—; D.K.[7]

8. In the past year has your family bought more for cash than for credit at:
About
More Less same DXK.

Greens?

Langdale?

E;\—r;ion?

Scier?

Taskers?

* Interviewer instructions called for the respondent to be handed a flash

tard with an alphabetical list of five stores before asking question No. 3.
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A.—Do you feel personally that a charge account offers you any special con-
venience or advantage? Yes[]; No[]; D.K.[]
If yes, ask: What conveniences or a vahtages?

B.—Do you feel personally that a charge account causes you any special in-
convenience or disadvantage? Yes []; No[]; D.K.
If yes, ask: What inconveniences or disadvantages?

Do you pay your charge accounts—In person []? By check []? By money
order [7]? or by some other means [J? (Describe) _____— DK.[]
A.—Do you read any (city) newspapers? Yes []; No []; D.K. []

If yes, ask:

Bugle| News| Star | DK.

How often: Which ones?
Sunday only?
Weekdays only?
Daily including Sunday?
B.—Do you read department store ads before going downtown shopping?

Yes[];No [, DK. ]

DXK. ]

If yes, ask: which storeads? G[J; L[};Sa.[];Sc. [; T. []; All
C.—Which store do you think: CBLL:Se LS L T- L Ll

Has the most rehable ads ; DX

Has the least reliable ads ; DX.

Offers the most good bargainsinitsads _____________; D.K.
Ofters the fewest good bargams initsads _____; DK. []

Which of the 5 department stores do you think:

Has the most courteous and helpful sales persons? _____; D.K. []
Has the least courteous and helpful sales persons? _____; DK. []
Has the most pleasing appearance inside? ; DK. []
Has the least pleasing appearance mside? ; DK []
Gives you the most value for your money? ; DK, [
Gives you the least value for your money? ; DK. []
Offers you the best all-around services? ; DK. []
Offers you the worst services in general? ; DK. []
A.—1In which store do you find it easiest in general to locate and inspect the

goods you wish to see?
G. [ L. [ Sa. [ Se. [ T. []; DK [:‘]
B.—In which store do you find it hardest in general to locate and inspect the
goods you wish to see?
G. [ L. [ Sa. [} Se. [ T- [ DK [
Are there any certan items, or types of goods, which you almost always
would go to get at:
Greens?  Yes[];No[] ; If yes: Ask: Which?
Langdale? Yes E No D D K If yes: Ask: Which?
Sardon?  Yes[ J;No[]; D.K. B If yes: Ask: Which?
Scier? Yes[]; No B, D.XK.[7]; If yes: Ask: Which?
Taskers?  Yes []; No []; D.K. []; If yes: Ask: Which?
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15. Are any members of your family employed in one of these 5 department
stores: .
Yes []; No [J; N.A. [ If yes: Ask: Which store or stores?
NA.
16. Which one of these five department stores is your favorite?

G.[L.[J8a.Se. [ T. [ DK
Why do you like this one %ese)%st?

IDENTITY (Be sure to complete this scction)
Name of respondent
Address
Estimated age of respondent: 24 or under []; 25-34 [J; 35-44 []; 45-64[;
over 64 ]
ask: How many members in your family in this household under 19 __;
19 or over ; Total:

Would you mind telling me m which of these groups the family income
belongs:

$30 or under per week []; $31 to $40 [%; $41 to $50 [J; $51 to $70 [7J;
$71 to $100 []; over $100 per week []; N.A. ]

Interviewer’s name

Date of interview

3. Geographical location. Distance (and travel time) might create re-
sistance to purchases in the downtown city area and reduce fre-
quency of shopping.

4. Shopping habits. The greater the number of charge accounts, or
stores patronized, or shopped, the smaller may be expenditures at
this store.

S. Retail expenditures. Customers buying mostly for cash, patronizing
mostly small stores, chains, or secondary shopping centers, and those
who spend relatively little in department stores may have small ac-
counts.

6. Trends in charge buying. Small accounts for any given year might
be small because few if any big-ticket items happened to be pur-
chased that year by many customers.

7. Days and hours for shopping. Some customers may have difficulty
in shopping during regular store hours.

8. Newspaper reading. Low exposure to newspaper advertising by the
store may result in small accounts.

9. Specidlized buying. Persons who view the store favorably only for
a few types of goods might be small buyers.
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10. Attitudes. Unfavorable attitudes toward store prices, quahty, or
services might restrict purchases.

THE QUESTIONNAIRE DESIGNED

Based on these hypotheses and the results of preliminary in-
vestigations, both internal and external, the questionnaire on
Pp- 9294 was designed.

Tue PreTest REesurts?

Interviewers were sent into widely scattered sections of the
city. Names and addresses of store customers in the designated
areas were provided, although some interviews were made with
noncustomers.

For the 198 interviews completed, the interview time aver-
aged 25 minutes, the median time was 25 minutes, and the range
was from 12 to 35 minutes. Only 18 interviews lasted 30 min-
utes or more; two were not completed because of respondent
fatigue.

Question 1: The opening question worked very well.

Questions 2 and 3: These were troublesome. Interviewers re-
ported and the questionnaires revealed difficulty in classifying
answers. Respondents seemed to get confused. Forty re-
spondents were reported as answering they did most of the
shopping and fifty-two as saying all, but nineteen of the latter
then reported other family buyers in Question 3. Thirty-three
families were reported as having one buyer, one hundred ten as
having two, and forty-seven as having three or more. How
could classification be improved? Was a cross-check needed?

Question 4: Nearly half of respondents reported telephone
buying and (even more unexpectedly) the great majority of
these reported telephone buying in two, three, four, and even all
of the five stores listed. Numerous persons volunteered reasons
for such buying.

* For pretesting techniques, see A. B. Blankenship, op. cit., pp. 82-97; L. O.
Brown, op. cit., pp. 483-85; and D. J. Luck and H. G. Wales, op. cit., pp. 170-
72. Only quest:onnalre aspects are reported for this case.
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Question 5: A few respondents indicated that more than one
family member had an account at a specific store. One inter-
viewer felt that answers to 5B were vague and another pointed
out that 5C was a generality.

Question 6: Respondent answers included: No, 158; Yes, 20;
DK, 20. An interviewer, several of whose respondents had an-
swered Yes, suggested that a Why question be added.

Question 7: Difficulties in ranking respondents who pur-
chased at all five stores, or at three or four of them, were re-
ported, but few respondents failed to answer.

Question 8: The first two columns (“More” and “Less”)
seemed confusing; it was suggested that questions 5A and 7
really covered the same ground; a “None” column appeared
desirable; and it was suggested that the question be restricted
to stores at which accounts had been reported.

Question 9: More than five times as many respondents an-
swered No to 9B as answered Yes. Don’t Knows ran heavy.
Nearly all persons answered Yes to 9A and a majority of these
gave one reason.

Question 10: Very few respondents reported other means of
paying accounts; many reported using more than one.

Question 11: The word “reliable” bothered both interviewers
and respondents, “truthful” seeming to be the most common
interpretation by respondents. Don’t Know answers ran al-
most to 50 per cent and were twice as high for “least reliable”
and “fewest good bargains” as for alternate questions. Inter-
viewers were troubled at reporting highly infrequent readers of
newspapers or ads under Yes.

Question 12: Most respondents were reluctant to answer in
terms of “worst” or “least.” The question was boring and
caused respondents to show irritation. A great many respond-
ents were of the opinion that all stores were equal in terms of
questions asked.

Question 13: No particular problems. The question was
raised as to why this question was separated from Question 12
and why answers were to be recorded in different fashion.
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Question 14: No apparent problems.

Question 15: Numerous respondents reported no members
now employed but that one or more had worked in one of the
stores at some time.

Question 16: Answers willingly given. Considerable diversity
in reasons reported. Two interviewers reported poor inter-
viewee reactions because question was repetitious.

Identity Section: Apparently satisfactory. Refusals to an-
swer income question were few but were more numerous among
those interviewers reading the income groups than those hand-
ing the respondent a typed card.

THE REVISED QUESTIONNAIRE

Following the pretest the questionnaire was revised. The
new questionnaire proposed was as given on pp. 98-100.

ActioN NEEDED

A final questionnaire conference was scheduled after revisions
had been made. Among the questions which the research di-
rector wished to raise with staff members (after they had in-
dividually gone over both the pretest results and the revised
questionnaire) were these:

1. Is another pretest necessary because of the number and type
of changes made?

2. Is the new questionnaire too long? If so, how might it be
shortened: by draftsmanship? by rephrasings? by omis-
sions?

. Can the sequence of questions be improved?

4. Are the changes justified? Are they the best that can be

made?

5. Can interviewers read the questions easily and tabulate an-
swers quickly and accurately? Is phrasing and spacing satis-
factory?

6. Are there any subjects omitted which should be included?
Are present additions justified?

V)
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bt

6.

. A—At which of the 5 stores, if any, do

A Study of Department Store Accounts

. About how long have you lhved in (city)? YEARs [ ]; LIFE []; D.K.
. Which member of your family, in this house, does the most shopping in

downtown department stores? RESPONDENT [ ]; OTHER (IDENTIFY)
DOES ALL [_]; DOES MOST []; SHARES EQUALLY q; D.K.

. What other family members, 1n this house, also bought in any of these §

downtown department stores in the past year? * IDENTIFY EACH MEMBER:
NONE [ ]; D.K. []

. A—Have you, or has any other family member in this house, ordered any

goods by telephone in the past year? ves []; No []; p.x. []
G| L|Sa| Sc| T |None|DK

B—If vEs, ask: At which stores?

C—Do you buy all __, more than half
—, or less than half ___ of your de-
partment store purchases by tele | X |X | X X|X| X |X
phone? p.x. []

you or other family members, in this
house, have a charge or credit account?

B—About how many years ago were each
of these accounts opened? ENTER
YEARS

C—How many members of the family, in
this house, have made charges on these
accounts in the past year? torar |[X|X|X|X|X| X [X
NO.__ DXK.[]

D—Have any friends, or relatives outside
the house, used these accounts in the
past year? XX X|{X|X|"X |X

YEs[_];No [];p.x.[]

If yEs, Ask: Which accounts?

Are your charge accounts paid in person
[[7? by check [J? or by money order [J? | X | X [ X X |X]| X |X

D.K.[]

. Including cash and credit purchases, at

which of these stores has your family done
the most buying in the past year? Next
most? etc. RANK ALL 5.

* Flash card with five store names shown.
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8. In the past year has your family bought more for cash or credit at:

All | More « Less No.
for for |About| for | No | Pur-
cash | cash | same | cash | cash | chase| D.K.
Greens?
Langdale?
Sardon?
Scier?
Taskers?

9. A—Before going shopping do you nearly always [7], sometimes [}, or very
rarely [ ], read department store ads? D.K. [ | NEVER q

B—In terms of getting wanted information about goods, feeling sure there

will be a stock left when you get there, and that the goods will really be

“as advertised,” which store’s ads do you feel are most reliable ?

pK.[Jleastrchable __ ? p.x. []ALL saME []
C—Which store offers the most good bargains initsads 2

p.K. [] the fewest good bargamms _________? p.x. []; ALL sAME []

May I also have your personal opinion on a few matters concerning the ease,
pleasure, or efficiency with which you can buy at different stores?
10. How would you rank these 5 stores in relation to: | G| L |Sa|Sc| T |D.K.

A—The courtesy and helpfulness of sales per-
sons?

B—The appearance of the interior of the store?

C—The ease of locating and inspecting the goods
you wish to see?

D—The services (such as, adjustments in returns,
delivery, lunchrooms, and restrooms) given

you?
E—Being able to get the most value for your
money?
11. Are there any items, or types of goods, which you almost always would go
to get at:
Greens? YES __;NO__;DK.__ IF G
Langdale? YES__;NOo___;D.K.__  YES, L
Sardon?  YES__;NO___;D.K.__ ASK: Sa
Scier? YES__;NO___;DXK.__ WHICH? Sc
Taskers?  YES___;NO___;D.K. T

12. Are there any members of your family now employed, or recently employed,
in any of these 5 department stores? YES [ No []
YEs, Recently [}; No [J; p.x. []
If yEs, Ask: ich one (or ones)? INITIALS _____ ok []
13. Which one of these 5 department stores is your favorite? _____ p.x. [[]
Why do you like this one (these) best?
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IDENTITY (PLEASE BE SURE TO COMPLETE THIS SECTION)

NAME OF RESPONDENT

ADDRESS

ESTIMATED AGE: 24 or less []; 25-34 []; 3544 q; 45-64 []; over 64 []

ask: How many members in your family, in this house, are under 19 years of
age__? pk.[];are 19 years old orolder __? pux. F]

GIVE INCOME CARD TO RESPONDENT. Ask: Would you please tell me in which
letter group your family income falls? croup p.[IN[JWw[]
NaA.[]

INTERVIEWER'S NAME

DATE AND HOUR OF INTERVIEW

REMARKS:

CASE 6—CONSTRUCTING A READERSHIP
QUESTIONNAIRE

BACKGROUND

In 1946 a survey was undertaken for the New York Times by
a private research organization to determine which of a group
of well-known newspapers and magazines are read regularly, and
which are preferred, by persons in a number of selected occupa-
tions. Thegroup included editors of daily newspapers through-
out the country, public officials throughout the nation, college
presidents, and clergymen. The newspapers and magazines
included in the survey were as follows:

Newspapers:

New York Times— weekday and Sunday editions separate

New York Herald Tribune— o “ “

Chicago Tribune— “ “oo “ “

New York Sun (this, as well as the following papers, had a week-
day edition only)

New York World-Telegram

Wall Street Journal

Journal of Commerce (Chicago)
Journal of Commerce (New York)



CASES IN PLANNING 101

Magazines:
Nation’s Business .
Newsweek
Time
United States News
Business Week
Fortune

Two specific questions were to be answered from the survey,
one on regular readership of these newspapers and magazines,
and one regarding the respondent’s first and second order of
preference among those newspapers and magazines that he did
read regularly. It was decided not to ask for any classifying
information on the questionnaire, though breakdowns were to
be compiled by region and by occupation. Data on the former
could be obtained from the postmark, and occupational identi-
fication, it was thought, could be obtained through the use of
some sort of code with the questionnaire.

Mailing of the questionnaire was to be made more or less at
the same time to several hundred persons in each of the occupa-
tions selected for study