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Abstract

The concept and framework of market sensing was introduced by George
Day more than 20 years ago into the strategic marketing literature and
especially the philosophy of the market-driven organization. Market sens-
ing can be considered an expression of a company’s capabilities to scan
the external environment. It does this by using real time data and intel-
ligence to understand business or uncertain changes, to meet the current
and future needs of the market, increase customer value, and outperform
competitors. Market sensing enables managers to resist complacency,
as well as to exploit opportunities and to design appropriate competi-
tive strategies in order to remain successful in today’s uncertain, rapidly
changing, and hypercompetitive market. The present volume, Marker
Sensing Today, is essential reading in the marketing discipline, given the
rapidly escalating innovative developments in market sensing techniques.
This book of essays by acknowledged experts in the field fills an impor-
tant knowledge gap and provides a realistic basis for strategy. It is replete
with real-life examples of market sensing that illustrate actionable ideas
for immediate impact that will improve organizational learning and
accelerate growth. This book of contemporary tested and comprehen-
sive concepts and methods grounded in diverse and rich experience is
intended to stimulate creativity and insightful approaches for educators
offering courses in strategy as well as for practitioners involved in crucial

strategic decision making.

Keywords

competitive analysis, competitive intelligence systems, dissemination,
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ties, market sensing, mind genomics, new technology, unstructured big
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Preface

The editors, Melvin Prince and Constantinos-Vasilios Priporas, have
assembled a timely collection of the latest thinking on market sensing.
It is timely because the ability to glean market insights ahead of rivals is
increasingly important to strategy making, while much more difficult to
do because of the avalanche of data unleashed by digital technologies.
Fortunately, a firm only has to make sense of its markets faster than its
rivals to gain a sustainable advantage.

The theory of market sensing was first put forth more than 20 years
ago, and as this volume attests, it has come a long way. My thinking
has also deepened and expanded in the past 20 years, through the con-
cepts of outside-in thinking and peripheral vision. Both these extensions
are deeply rooted in the core market sensing process of sensing, sense-

making, disseminating, and taking collective action.

Outside-in Strategic Thinking

The essence of this approach to strategic thinking is for management to
stand in the shoes of the consumer (as well as the channel partner and
competitor) and assess the firm’s offerings and value proposition. This has
the advantage of scanning more widely and asking why consumers don’t
choose us? Or how are their needs changing? The concept was recently
captured by Jeff Bezos when he said, “...rather than ask what we are good
at ... you ask who are our customers? What else do they need? And then
you say we are going to give that to them regardless of whether we have
the skills to do so ...”

An outside-in approach to strategy will not necessarily lead to a supe-
rior customer value proposition or outstanding economic profits unless it
is guided by deep market insights. It is not sufficient to simply view the
firm from the vantage point of the market. It takes smart investments
in market intelligence and an organization-wide commitment to sensing

and acting on the resulting market insights.
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Within inside-out companies, market data usually reside in reports of
competitors moves, unrelated compilations of market research reports,
and the occasional analysis of activity in the customer database. But
data are not knowledge or insight! Valuable market insights are based on
much deeper knowledge that reveals patterns and identifies opportuni-
ties. Market insights are the difference between simply observing market
trends and probing further to explain and exploit those trends.

Casella Wines saw the same trends in the wine market as its rivals did.
Its deep dive underneath these trends uncovered a large nonconsump-
tion market that was turned off by the myriad of confusing choices, the
haughty nature of the category, and the dense vocabulary. Its answer was
the Yellow Tail brand, with a simple fruity taste, few choices, no vintages,
and an endearing kangaroo symbol, which it parlayed into the most

popular imported wine in the United States.

Peripheral Vision

The periphery—that fizzy zone at the edges of your organization’s focus—
is where early signals of both threats and opportunities can first be sensed.
Unfortunately, most organizations focus narrowly on their immediate
environment—a complicated landscape of markets, customers, competi-
tors, regulations, technology, and stakeholders. Although such unwaver-
ing attention can benefit short-term performance, it often comes at the
expense of missing subtle signals about changes that could threaten the
organization’s long-term survival.

Successful peripheral vision—in monitoring other industries, remote
markets, new research, and tangential data—entails much more than
sensing incipient change. It is also about knowing where to look for clues,
how to interpret weak signals, and how to act when the signals are still
ambiguous.

Truly vigilant organizations are able to mind a broad periphery and
mine the weak signals that emerge for relevance and meaning. Whereas
minding requires divergent attention across many areas of the organiza-
tion, mining requires a strong convergent focus on a few salient parts of

the periphery, plus the capacity to act on ensuing insights ahead of rivals.
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Wider scanning also increases the amount of “noise” received, broaden-
ing the gap between the amount of information received, and the organiza-
tion’s capacity to absorb and interpret it. One of the most serious challenges
to paying increased attention to the periphery is the overload of information
that results. Unique information per person is growing at over 50 percent
per year. Estimates are that around 70 percent of the new information is
being created by individuals and not necessarily published; it may exist
on private intranets, hard drives or even in e-mail communications—also
known as the “deep web”.

This flood of information runs up against the barrier of our limited
ability to process it. Humans are limited by our brain’s processing and
storage capacities, estimated to be only around 200 megabytes of tem-
porary storage. The human bottleneck can be only partly overcome
through technology and collective effort. Interpretation is improving only
modestly in spite of the aid of technology such as advances in data anal-
ysis tools, storage and retrieval technologies, and decision aids including
visualization and artificial intelligence. Most intelligent information con-

sumption and interpretation still requires a human in the loop.

Summary Thoughts

Firms shouldn’t count on insights emerging organically. Instead, insights
must be actively sought, shared, and acted on with a disciplined market
sensing capability. This capability is realized through a process of market
sensing, sense making, and sharing, acting, and evaluation. This is a learn-
ing process aided by technology, in which continuous exercise builds new
layers of insight.

George S. Day
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About the Book

The concept and framework of market sensing was introduced by George
Day more than 20 years ago into the strategic marketing literature and
especially the philosophy of the market-driven organization. Market sens-
ing can be considered an expression of a company’s capabilities to scan
the external environment. It does this by using real-time data and intel-
ligence to understand business or uncertain changes, to meet the current
and future needs of the market, increase customer value, and outperform
competitors.

Market sensing enables managers to resist complacency, as well as to
exploit opportunities and to design appropriate competitive strategies
in order to remain successful in today’s uncertain, rapidly changing and
hypercompetitive market. The present volume, Market Sensing Today, is
essential reading in the marketing discipline, given the rapidly escalating
innovative developments in market sensing techniques. The framework is
invaluable to companies that wish to develop innovative strategies which
capitalize on customers and brands as assets, grow revenue, profit, and
shareholder value.

This book of essays by acknowledged experts in the field fills an
important knowledge gap and provides a realistic basis for strategy. It is
replete with real-life examples of market sensing that illustrate action-
able ideas for immediate impact that will improve organizational learning
and accelerate growth. This book of contemporary tested and compre-
hensive concepts and methods grounded in diverse and rich experience is
intended to stimulate creativity and insightful approaches for educators
offering courses in strategy as well as for practitioners involved in crucial

strategic decision making.






Introduction

Uses of Market Sensing Today

The need has never been greater to optimize market sensing to generate
managerial actions that efficiently and effectively use the knowledge of
emerging consumer needs and competitive threats.

Marker Sensing Today provides the reader with a modern overview of
market sensing, its value for developing competitive strategies, under-
standing customer markets and generating customer insights, explanation
of new technologies and techniques for market sensing, and provision of
an international perspective on market sensing.

Marker Sensing Today contains a rich source of ideas for developing
relevant market-driven and market driving strategies. It analyzes methods
and substantive approaches to market sensing—in considerable depth.
It shows the reader how to reformulate traditional marketing intelli-
gence frameworks that are slated for obsolescence. In essence, the book
Marker Sensing Today provides practitioners and scholars with integrated,
in-depth knowledge of this emerging field of study, as well as authorita-

tive answers to the following questions:

* What advantages does market sensing provide for market
selection?

* How does it help decision making with respect to product
differentiation?

* How can it be used to improve the choice of communication
and distribution channels?

e What is the value of market sensing when managers are faced
with decisions about the scale and scope of support activities?

* How can we reliably discern future areas of growth by means

of market sensing?
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This timely book address key issues in market sensing, and aims to
advance theory, research, and practice based on latest developments in this
vital field. Contributions, theoretical and empirical, range from chapters
that link market sensing to value and strategy analyses, or advance new
theories and research into market sensing that relates the concept’s utility
to such subtopics as competitive pricing, adaptive planning, joint mar-
keting alliances, customer satisfaction, market segmentation, and product
innovation.

The opening chapter by Prince and Priporas deals with the continu-
ities of market sensing and how they can be integrated in a firm’s strat-
egy and culture in today’s turbulent and fast changing global business
environment.

Chapter 2 by Mutum, Nguyen, and Melewar introduces a compet-
itive analysis framework from a market sensing perspective based on
Porter’s five forces model.

Chapter 3 by Lam addresses the role of competitive intelligence as a
useful market sensing tool for executives to make informed and sound
business decisions.

Chapter 4 by Wind and Schiavone discusses the unstructured market
sensing and its implications.

Chapter 5 by Forr, Creedy, and Plummer illustrates the usefulness of
ZMET, a qualitative research approach, as a strategic tool in the market
sensing context by exploring a specific industry as a case.

Chapter 6 by Roy describes the role and usage of google analytics in
market sensing.

Chapter 7 by Gabay, Kochman, and Moskowitz discusses how mind
genomics can be a new way of market sensing, by providing illustrations
from health cases

The concluding chapter by Barabba focuses on market sensing lessons
learned from real world business situations.

Market Sensing Today is written for people associated with the
marketing process, in one manner or another. The book is designed for
educators and their students, marketing consultants and professionals, as
well as managers. In sum, it appeals to individuals and organizations with
an interest in guidance about means of crafting powerful and efficient

programs that are specific to the market sensing process.
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In essence, the ideas within Market Sensing Today provide practi-
tioners and scholars with integrated, in-depth knowledge, and creative
approaches to this enduring field of study, as well as authoritative answers
to problems of market selection, product differentiation, communications

and distribution decisions, support activities, and growth projections.






CHAPTER 1

Continuities in Market
Sensing Theory

Melvin Prince® and

Constantinos-Vasilios Priporas®
*Department of Marketing, Southern Connecticut State University,
New Haven, CT 06515, United States
*Department of Marketing, Branding and Tourism, School
of Business, Middlesex University, London, UK

Introduction

Every business acquires capabilities that enable it to carry out the activities
required to successfully move its products or services through the value
chain. Some capabilities will be adequate, and others will be poor, but a
few must be superior if the business is to outperform the competition.

Market sensing is one such capability. It is essentially the capability
of the organization to sense changes in its market, as well as to forecast
and monitor responses accurately to its marketing actions. More broadly
speaking, market sensing capability refers to a firm’s ability to acquire
and use market information that can be obtained through formal and
informal mechanisms. According to Hou,' market sensing capability is a
company’s ability to sense the needs of its customers and market devel-
opments better than its competitors. Generally, market sensing capabili-
ties are critical in developing market focus and thus, ultimately, company
performance.’

Recent years have seen the appearance of a voluminous marketing lit-
erature which bears on one or another aspect of market sensing. Increas-

ingly market sensing is based on sophisticated approaches for assessing
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business performance, market scanning, and consumer insights. This
sophistication enables the original conception of market sensing to be
clarified and extended.

The aim of this chapter is to explore continuities in market sensing
and best practices for contemporary business information and strategic

needs. As noted by one contemporary researcher:’?

Sensing involves a spirit of open-minded inquiry, analyzing rivals’
actions, listening to front-line workers, seeking out latent needs,
scanning the periphery of markets, and encouraging experimen-
tation. Sense making is understood as the clarifying, sorting, and

simplifying of market information into coherent patterns.

Market sensing enables business to learn about customers, competitors,
and channel members, with the purpose of acting on events and trends in
the market. This process is market driven and its focus is on learning about
present and prospective customers and competitors, as well as external
organizational resources and environmental factors that can affect a com-
pany’s business. Market driven orientation is a specialized driver of market
sensing. Market driving secks to change industry segmentation, educate
customers, and provide offerings that exceed their expectations. Thus, the
focus of the market-driven orientation is on influencing the market, rather
than simply adjusting and reacting to changing market forces. Market
sensing, together with changing customer preferences, alliance formation,
and local sensitivity are each elements of market driving orientation.*

Today, important applications of market sensing include increasingly
complex issues of market selection, monitoring competition, product dif-
ferentiation, determination of communication and distribution channels,
new product decisions, resource allocation, determining customer value,
and collecting customer feedback.

Learning is an essential part of market sensing capability. Thus, we
may conceptualize market sensing as an organizational learning capability
to advance strategic marketing by learning about customers, competitors,
and channel members. Strategic market sensing outcomes involve act-
ing on conditions, events, and trends in markets. Organizational learning

capability is a multidimensional construct. The dimensions are learning
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flows and knowledge stocks. Learning flows consist of exploration and
exploitation of knowledge. Exploration flows occur when new knowledge
is generated and integrated.

Exploitation flows take and transmit past organization knowledge
within and between units of the organization. Knowledge stocks include
all that needs to be known, or is currently known within the organization.
Such knowledge embodies cognition or action that is knowledge based.
Knowledge stocks exist at several levels: individual, group, and organiza-
tion.” Learning flows result in new knowledge and new ways of generat-
ing knowledge, and enhancing market sense making.

The first subprocess of market sensing, is sensing, itself. Sensing refers to
the observation and generation of information on customers, competitors,
and other channel members.® This improves chances of making effective
choices of communication and distribution channels. The second subpro-
cess of market sensing is sense making. Sense making refers to the intelli-
gent interpretation of market information in the context of past experience
and knowledge. The third subprocess, response, refers to utilization of avail-

able and interpreted information in decision-making and marketing action.

Market Sensing Today

The scope of market sensing today continues to consist of organizational
perspectives on market sensing, market sensing and market assessment, as
well as market sensing and marketing response. However, developments
in the global competitive business environment, proliferation of new
products, technological changes in communications and buying behav-
ior, and consumer value shifts have increasingly attracted the attention of
marketing theorists and researchers to the area of market sensing. This is
summarized in Figure 1.1 and in the exhibit A Paradigm of Market Sensing
available in the Appendix.

Organizational Perspectives on Market Sensing

Sense making is understood as the clarifying, sorting, and simplifying
of market information into coherent patterns. Foley and Fahy’ explored

factors that explain differences among firms in their abilities to anticipate
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Organizational perspectives Market sensing Market sensing
on market sensing and market assessment and market response
Business
performance
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plan
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Figure 1.1 A model of market sensing and market assessment

how their markets will respond to marketing actions. These differentiating
factors are (a) learning orientation, for example, commitment to learning;
(b) organization system, for example, decentralization; (c) marketing
information, for example, collective memory; and (d) organizational
communication, for example, supportive norms and values. Learning
orientation includes a commitment to learning. In order to sense the
market, companies have also adopted various methodologies and proce-
dures so that they may be able to better grasp critical information about

the market.® These include:

a. Open minded inquiry;

b. Information distribution and willingness to use the available infor-
mation;

c. Mutually informed interpretation; and

d. Ability to access information from past memory.
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Sense making activity follows from market focused learning capabili-
ties, that is, knowledge acquisition, knowledge dissemination, integration
of waves of acquired knowledge, and actively undertaking unlearning.
Market focused learning involves learning about both customer needs
and competitor activities. An important factor affecting market focused
learning capability is a firm’s entreprencurial intensity or ability to be
innovative, proactive, and take a risk-seeking posture. Companies pos-
sessing superior learning capabilities are more likely to also possess excel-
lent marketing capabilities.’

Individuals in specific functional areas in departments of a firm, gen-
erate knowledge that, in principle, may be used guide decision making of
others elsewhere in the firm. However, information distribution within a

company may be problematic. As Day'® has stated:

Most organizations don’t know what they dont know. They
may have good systems for storing and locating “hard” routine
accounting and sales data, but otherwise have problems finding
where a certain piece of data is known within the organization
or assembling all the needed pieces in one place. Once the raw
data has been organized so that useful information is revealed, the
challenge is getting it to those who need it. The enemy of informa-
tion distribution is the organizational chimneys or silos that bottle

up the information vertically within functions.

Additionally, dissemination of information may be hampered by con-
flict or a lack of connectedness between different departments. Depart-
ments may reject or be indifferent to information or ideas emanating
from other departments.'!

As an example of how this process should work, one small food pro-
cessing company was equipped with the internal capability to process
information obtained from a continuous data flow from outside the orga-
nization. Company staffers suspended personal opinions and were guided
primarily by current observations from clients and reports of market
trends. As a result, they obtained clear insights into customer needs, tech-

nological innovations, competitor capabilities, and other environmental
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developments. These insights were integrated and used for strategic deci-
sions for marshaling resources, as well as for the improvement of product
lines.

In the context of decision-planning process, the Time Block Activity
Matrix was developed by Vassiliadis, Priporas, and Andronikidis'? as a
strategic tool for structuring decision making in tourism management.
This administrative tool recognizes functional changes each day that
could have a positive impact on resource allocation management (i.c.,
additional staff in crowded time periods or days) and customer satisfac-
tion (i.e., improved service).

Some organizations have installed knowledge management systems
across different areas of the firm. Such systems link multiple disparate
databases and provide decision support tools. Additionally, companies
will facilitate direct informal and formal communication of market
sensed information and understanding between functional department
managers via e-mails, chats, and conference calls.

Willingness to use the available information by other employees
depends on the perceived reliability and usefulness of the information.
That willingness also depends on user trust of information sources, which
is very important. Additionally, direct informal and formal communica-
tion (e-mails, chats, and conference calls) between the originator and the
user of the information helps significantly. Informal communication is
more open and interactive. But formal communication is more credible

and verifiable.

Market Sensing and Market Assessment

Companies use market sensing in order to understand their markets and
improve marketplace performance. They need to know their competitive
position and alternatives for creating and capitalizing on advantages of
its offerings. Market sensing helps to determine brand equity and brand
imagery profiles of market competitors. It reveals the manner by which
a company’s products may be differentiated from others in the category.
Research on business economic performance suggests relevant market sens-
ing variables. Data sources and mode of performance assessment need to

be taken into account. Market sensing needs to be complex: information
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based on both internal and external sources, and assessments that are
objective as well as judgmental. Companies may be typed by their sensing
approaches to business performance. For example, they may concentrate
on readily available data, avoid metrics entirely, examine every kind of
metric, emphasize metrics predictive of growth, or metrics that measure
short-term performance.'?

Businesses sense and scan their environments, in order to identify
new opportunities and threats. Companies must adapt to environmental
changes in order to survive and compete. They need to discover new mar-
ket developments information and be cognizant of information decay.
Information from market sensing must be captured and relayed promptly
and efliciently to decision makers. A scanning model framework describes
scanning activity by the scanning activity media, the scope of scanning,
scanning motivation, temporal aspects, and the organizational structure
responsible for scanning.' A prime illustration of the use of market sens-
ing for generating new marketing directions is the Best Buy case, pre-
sented later.

In searching for new ideas, Best Buy attended to experiences of
employees and customers. Connectivity as a strategy emerged from lis-
tening at Best Buy. Remodeling of Best Buy stores takes into account the
consumer impression of connectivity between products sold in different
departments, such as television and computers. This orients consumers as
they search the store for products of interest. It also brings new informa-
tion about products connected to those of initial salience.

Additionally Best Buy extends its listening activities to relevant con-
sumer conversations in social media. Higher level executives regularly
engage with Best Buy customers through a blog on the store’s web page.
Best Buy sales employees are encouraged to obtain feedback on wants and
needs of specific types of customers. Feedback data provide impressions of
lifestyle patterns associated with different customer segments. This infor-
mation is disseminated to purchasing officers who specialize in servicing
particular customer segments. The intelligence is channeled for new ser-
vice offerings and new product business model development.’

As we are seeing, businesses need market sensing capabilities to mon-
itor customer feedback. Customer satisfaction assessment, in particular, is

crucial for developing and implementing strategies for retaining customers,
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turning customers into brand advocates. In addition to customer satisfac-
tion surveys, customer satisfaction assessments include engaging in market
sensing sessions with customers. Then sensing may also extend to tapping
into experiences of front line sales people who are in a position to tell
you how customers are responding to company’s products and generate
ideas for product improvements. Furthermore, they are considered to be
an ideal resource for gathering information and intelligence on competi-
tors (i.e., products, prices) through their interaction with the customers.'®

Salient consumer insights concepts useful in market sensing involve
need recognition, reference groups, consumer decision making, and con-
sumer information processing.'” Industries also have characteristic modes
of market sensing. As a case in point, a retail organization making store
location and merchandise selection decisions may utilize an information
mix of formal customer survey research and internally generated data

transaction trends, and item return information.

Market Sensing and Market Response

Market planning and marketing decision making are two facets of market
response from the organization’s perspective. Market sensing and sense
making are important determinants of each of these facets.

Market planning frequently involves market sensing, based on econo-
metric forecasts, complemented by discussion with knowledgeable per-
sons about the industry. Plans involve defining the market by market
segmentation research. Once markets are defined, planning involving
market sensing extends to determining segments of interest. The key

characteristics for effective market segments are:'®

*  Measurable: Can the size, growth, and market potential be
measured?

e Substantial: Can the particular segment be large enough to be
profitable?

*  Accessible: Can the segment be clearly identified and success-
fully reached?

* Actionable: Can effective marketing programs be formulated

to serve the segment?
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* Differentiable: Can the segments be distinguished and respond
in a different way to marketing programs directed at them?
* Stable: Can the segments be stable over time in terms of com-

position or behavior?

Plans reassess current strategies, including those of competitors: Mar-
ket strategy must be understood with respect to (a) selected target markets
and (b) positioning of its market offerings. Michael Porter’s” framework,
applied in the context of market sensing, is effective for every company
to monitor the competition and it is widely practiced by every major
company. Porter and Millar”® highlighted the significance of utilizing
information for competitive advantage and argued that new information
flows greatly enhance an organization’s ability to exploit both internal and
external linkages. Firms must begin to view information as a platform for
offensive actions that may be taken against them by competitors.

Market sensing is most necessary in market planning but to be effec-
tive it needs to be integrated with analytical sophistication and formal-
ization of market planning techniques. In essence, strong reliance must
be placed on analytical techniques (e.g., computer based modeling, and
portfolio analysis), market analysis (market share and market segmenta-
tion analyses), and plan components (e.g., marketing strategies and tac-
tics). Additionally, to maximize the planning value of market sensing, an
organization must overcome behavioral barriers to planning. Examples of
such barriers are: planning recalcitrance, politics and myopia, alienation
and uncertainty, planning avoidance, and squirm tactics, that is, evasion
of personal responsibility for planning.?! An example of market response
to market sensing may be found in the Dick’s Sporting Goods case.

After listening to customer feedback, Dick’s Sporting Goods has set
up a range of support services for the benefit of its customers. The com-
pany now offers a complete range of expert golf services, including cus-
tom club fitting, club repair, and grip and shaft installation for drivers,
irons, and puctters. In order to provide expert advice to its customers, they
employ active members of Professional Golfers Association of America at
its stores. These stores also feature bicycle maintenance and repair stations
on the sales floor allowing bicycle mechanics to service bicycles while sales

people are assisting customers. These maintenance and repair stations are
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some of the effective selling tools of the company. They improve the cred-
ibility of the specialty store concept and support and reassure its custom-
ers with effective servicing of bicycles they purchase. Also, the stores offer
several other support services which include stringing tennis racquets and
lacrosse sticks, sharpening ice skates, and home delivery and assembly of
fitness equipment.”

Market sensing may be associated with extensive data collection and
analysis efforts. Procedurally rational decisions, which optimize market-
ing decisions, involve access to information and its analysis. Investments
in market sensing are generally motivated and legitimated by pursuit
of organizational goals. Relatively complete information and know-
ledge of constraints through market sensing lead to more accurate per-

ceptions of environmental conditions.”

Market Sensing and Market Action

Initially, market sensing may not provide enough specific information for
appropriate market action. Despite this situation, companies may read
more into available information than can be justified in hindsight. Much
of market sensing at the outset may be merely surface information about
the market. Additional market sensing may be required to get beneath the
surface. Information from a company’s archives will sometimes provide
the closure needed for effective decision making.

Information culled from market sensing may help generate insights
about past marketing decisions—but result in no future strategies or
actions or consequences. Alternatively, when market sensing does lead to
market action, it may be overly restricted to aspects of the marketing mix
for individual products, as opposed to product portfolios.

The company culture should be compatible with market sensing
activity. In too many instances the company culture limits marketing cre-
ativity, based on norms that reinforce traditional marketing styles. These
companies may well be poor market listeners, acting only on what they
may have heard, and oblivious to other important information to which
they have been exposed.

Practitioners with many years of experience such as Moskowitz,

4

Batalvi, Rappaport, and Lieberman® assert that only very few companies
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have a sensing culture. The reason is that many companies have a small
group of individuals responsible for sensing, but they are often removed
from this task and, when they are involved, often just provide secondary
inputs. Market sensing in any organization should be an organized func-
tion and should be part of everyone’s job description. Everybody should
know how to do sensing and what to do with the information that is

sensed.

Market Sensing for New Unmet Consumer Needs

Identifying and understanding unmet customer needs represents new
profitable opportunities for organizations, especially for those that are the
first ones to market.”> However this is a complex task since in a mar-
ket-driven market context, organizations may have large, diverse customer
bases who decide on product or service functionality.?® Additionally, com-
pany information requirements entail a deepening of cross-national mar-
ket sensing capacities. Organizations conduct business across the world
using multiple strategies to meet the needs of new consumers.”” An exam-
ple can be the consumers of the large and fast growing BRIC markets
(Brazil, Russia, India, and China) where the demand for luxury brands
is phenomenal and more needs must be met since the projection on eco-
nomic activities and development seems to be very positive.®
Contemporary market sensing operations for new unmet consumer
needs, often call for an in-depth psychological understanding of market
segments. Traditional modes of market sensing are very likely to mislead
or simply to fail in this aspect of market sensing. Specialized informa-
tion-generating tools in the hands of specialists are critical for effective
marketing outcomes. Unconventional mixed methods of market sensing

may be called for in such cases, as well.

Market Sensing for Gaining Resources

Identification of opportunities to enter into alliances or manage them is
another application of market sensing. This is a relatively new concept
in the process of gaining resources.”” Potential partners bearing needed

resources and competencies are sought through market sensing. Thus,
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organizational sensing is focused on assessing the value of current and

potential alliance partners.

Revisiting Market Sensing and Market Action

Market sensing information must first be fully understood. Then it
must be disseminated and discussed by functional areas involved. Infor-
mation must be further processed in the context of practical difficulties
and expected returns to initial strategies. Finally, resource considerations
should be fully taken into account, and objective cost-benefit consider-

ations should precede decisions leading to market actions.

Managerial Implications

Day™ points out that there is a widening gap between the accelerating
complexity of the markets and the capacity of majority of the organi-
zations to comprehend and cope with this complexity. Moreover, mar-
ket sensing is a continuous effort®® and it is vital for every organization,
regardless of the sector that operates; in order to survive and grow it needs
not only to listen to the voice of the marker” but also to adjust to mar-
ket signals to make sound decisions. Organizations must pay attention
to four directions in order to optimize marketing sensing and decision
making: (1) the emergencies of marketing problems (i.e., identification
of emerging problems in the environment, trends, and competition);
(2) connection between marketing and recommendation (i.e., proper
use and utilization of information, and judgment expertise); (3) imple-
mentation of marketing programs and marketing sensing (i.e., programs
proceed as they have been designed, followed by evaluation of programs);
(4) organization assessment of its own market sensing process (i.e., usage
of the information and the resources). By doing that, firms can increase
their understanding and knowledge of the market and they will be in
a position to serve better their underserved markets and their existing
customers.* Wirtz, Tuzovic, and Kuppelwieser’*looking at market sensing
from the marketing perspective point out that “without market-sensing
capabilities, marketing departments are less likely to develop marketing

strategies and activities that generate profitable growth.”
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Conclusion

Market sensing today involves an increasing range and complexity of
information sources. For example, data mines are combined with attitude
research, crowdsourcing, metaphor elicitation, applied neuroscience, radio
frequency identification (RFID) technology, social media listening, mobile
phone tracking, and web analytics. These resources were unknown when
the concept of market sensing was conceived at the turn of the century.
The pace of technological change affecting markets is ever increasing.
Consequently, organizing and planning for market sensing and sense
making has never been more intense. Today, firms operate in a rapidly
changing business environment which is ultracompetitive, unstable, and
highly digital and networked where changes are triggered continuously
and thus new customers are hard to secure. Furthermore, most economic
sectors are in the mature or saturation phase of their life cycle. Therefore,
for firms to survive, it is imperative to seck novel strategies to respond
quickly to the changes and challenges. In other words, firms must have
first rate market sensing capabilities. Bharadwaj and Dong® suggest that
market sensing could operate as a core competence and in this manner
can be the basis for differential advantage. Thus, it is critical for a com-
pany culture to support trust, and open communications, to enhance the
flow of quick and efficient information sharing about customers, target
markets, competitors, and the like. Without such a culture, it does not

matter how much data can be gleaned.
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APPENDIX
A Paradigm of Market Sensing
Organizational Perspectives on Market Sensing

* Market sensing capability
© Organizational learning
° Information quality
© Information dissemination

© Organization structure and function

Market Sensing and Market Assessment

* Business performance
° Competitive advantage
© Brand equity assessment
© Product differentiation
* Environmental scanning
© Market opportunities and threats
© Market adaptation
© Timeliness of market information
* Customer feedback
© Consumer satisfaction

© Consumer atticudes and usage

Market Sensing and Marketing Response

* Market planning
© Market forecasts
© Market segmentation and positioning
© Channel selection
© Budgetary support
e Decision making
© Data needs
© Marketing mix
© New products

© New markets
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Know the enemy and know yourself; in a hundred battles you will

never be in peril

—Sun Tzu in The Art of War

Introduction

Competitor analysis is central to a company’s strategy. As illustrated by
the quote from Sun Tzu’s The Art of War, in order to overcome your
competitors, it is essential to have an understanding of theirs as well as
your own strengths and weaknesses. While developing a strategic mar-
keting plan, managers need to match the planned activities with the
external environment and the internal resources and capabilities. They
have to examine all the key issues before they can develop successful mar-

keting strategies that create a sustainable competitive advantage. Day'
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highlighted the key adaptive market sensing capabilities needed by orga-
nizations to respond to the increasing gap between their capabilities and
their ability to respond to the changes. This requires information search
and acquisition for competitive analysis (strategy reviews, impending
decisions, etc.). The market sensing functions include competitive anal-
ysis and anticipating developments in the market environment.

Davidson? compared the process of gathering competitive data to a
jigsaw puzzle where the individual pieces do not carry much value and
the aim is to put as many pieces together to get an overall picture of
the competitor. The jigsaw analogy illustrates the significance of having
a big picture of the environment well. Traditionally, in order to ana-
lyze the competition, organizations would first define the competitive
space, namely, to identify current and potential competitors. The com-
pany would then analyze the external macroenvironmental factors using
frameworks, such as the PESTLE (Political, Economic, Sociocultural,
Technological, Environment, and Legal) analysis,” which would then be
followed by an examination of the current stage of the product life cycle
in which it is currently operating in. Based on the analysis, competitors
are then described in detail, focusing on the business scope and objectives,
market share, positioning strategy, financial, technological and operating
capabilities, and so on.

While looking at the competitive environment, most academics
examine the market structure and profitability;* the intensity of com-
petitive rivalry’ and the stage in the product life cycle.® A number of
frameworks and models have been used to identify and analyze driv-
ers or forces that drive competition and profitability with Porter’s Five
Forces model emerging as the dominant framework.” According to Porter,
“A company strategist who understands that competition extends well
beyond existing rivals, will detect wider competitive threats and be better
equipped to address them.” Porter’s Five Forces model is not perfect and
other academics® have come up with extensions of the framework as well
as alternative models. However, there is a lack of customer focus in all
these models. Looking at the strategy development process from a market
sensing perspective requires an understanding of the constantly evolving

business environment and also in delivering superior customer value with
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the aim of ultimately gaining customer loyalty. In this chapter, we aim
to explore this crucial link to competitive strategy from the marketing
standpoint more in depth.

The chapter is structured in the following manner. First of all, we
re-examine the literature on competitive strategy and examine the impor-
tance of environmental scanning in creating a sustainable competitive
advantage. Based on a review of the literature, we present a competitive
analysis framework from a market sensing perspective. Some recommen-

dations for future research are also provided.

Revisiting Competitive Strategy

It was Michael E. Porter who completely revolutionized the study of com-
petitive strategy with his Harvard Business Review (HBR) article “How
Competitive Forces Shape Strategy.” The Five Forces framework, which
was introduced in his paper, has become one of the most important and
commonly used tools to analyze the competitive forces in an industry and
to guide the business strategy development of a firm. A competitor can,
in this case, be referred to as an organization that (1) produces and sells
technically similar products, (2) produces or sells technically dissimilar
substitutes to your products, and (3) produces or sells generic products
that solve or eliminate a problem.

Porter’s framework conceptualizes that five forces determine the com-
petitive intensity and attractiveness of a market, which are essentially: the
threat of new entrants; bargaining power of suppliers; bargaining power
of buyers; the threat of substitutes; and competitive rivalry in the indus-
try. Thus an industry with low entry barriers and few suppliers and buy-
ers, many substitute products and having many competitors, has high
competition and is therefore not very attractive.

Though it looks fairly simple, using this framework effectively requires
an understanding and the in-depth analysis of several factors, which affect
each force. For example, the degree of competitive rivalry in the industry
is influenced by a number of factors; namely, the number and size of com-
petitors in the market, the overall size of the market, customer brand loy-

alty, and so on. However, despite its popularity, Porter’s Five Forces model
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has some weaknesses. For example, Coyne and Subramaniam'® identified

three underlying assumptions of the framework, namely:

1. The industry consists of unrelated buyers, competitors, and suppliers
who do not interact (kept at arm’s-length) nor collude.

2. The source of value is structural advantage. In other words, erecting
barriers against competitors and potential entrants is the only way
to gain wealth.

3. That uncertainty is sufficiently low that you can accurately predict

participants’ behavior, plan for and respond to competitive behavior.

In reality, the players in an industry do often collaborate and are
codependent. Consequently, Coyne and Subramaniam'' presented a new
model whereby they added several dimensions to Porter’s framework. On
one hand, they had the industry structure with the traditional arm’s-length
relationship along with two other additional structures, namely privileged
relationships (industries characterized by alliances, networks, and economic
webs) and codependent systems (characterized by companies providing
each other special noneconomic treatments because of friendships, politi-
cal connections, etc.) The other dimension was the basis-of-competition.
Along its axis, the traditional Five Forces model assumes that structural
advantages as the source for value. The new model added front-line exe-
cution (better execution of day-to-day task can best the competition) and
insight or foresight (ahead of the competition). It was believed that the
three industry structures together with the three basis-of-competitions
would provide a better analysis of how companies create value.

Similarly, Adam Brandenburger and Barry Nalebuff'? used game the-
ory to develop their co-opetition Six Forces model. In order to explain
the reasoning behind strategic alliances, they used the concept of com-
plementors, which is often called the Sixth Force. They used case stud-
ies in different industries to argue that besides competition, cooperation
was also necessary and desirable when doing business. While cooperation
focused on market growth, competition focuses on market share.

In their extension to Porter’s model, Brandenburg and Nalebuff™

refer to four types of players in the market, which includes customers,
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suppliers, competitors, and complementors. According to them both
competitors and complementors can be defined and distinguished dif-
ferently based on the perspective from either a customer perspective
or a supplier perspective. Furthermore, a single player can have more
than one role simultaneously—in other words a player can even be both
competitor and complementor at the same time. While this model pro-
vides a useful framework for companies to analyze the information they
have and encourage critical thinking in order to identify gaps, there are
some weaknesses as well. For example, the model is somewhat abstract
and the definitions of the players are quite broad. Also, it does not pro-
vide practical recommendations for companies to build up co-opetitive
relationships.'*

Several limitations of Porter’s framework were also pointed out by
Grundy who argued that it could be further developed to “improve its
analytical power and to increase its range of applications.”"® While look-
ing at the context of the health club industry, Grundy pointed out that
the five forces are highly interdependent. An example where the scores
can come out wrong was where the high bargaining power of buyers may
be seen as a bad thing (marked unfavorable). According to him, the bar-
gaining power of the buyers is not a separate element but has to be ana-
lyzed in relation to the other forces.

An alternative approach to competitive analysis was put forward by
Carl Shapiro,'¢ called the theory of business strategy. His approach also
involved the use of game theory, to model and analyze the competitive
interaction between organizations. Shapiro'” stressed that the long-term
strategic decisions should be distinguished from the short-term tactical
decisions made by organizations. Some of the dimensions of strategic
behaviors examined in his paper include, namely, investment in physical
capital, investment in tangible assets; strategic control of information;
horizontal mergers; network competition and product standardization;
contracting; and other dimensions of business strategy.

Also looking at the complex relationships, Chen highlighted the
limited research on what he termed as prebattle competitive relation-
ship between rivals and presented a model which was based on firms

rather than industry, which looks at integrated competitor analysis and
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interfirm rivalry."® Two constructs were proposed, namely, (i) market
commonality: the degree of presence that a competitor manifests in the
market it overlaps with the focal firm" and (ii) resource similarity: the
extent to which a given competitor possesses strategic endowments com-
parable, in terms of both type and amount, to those of the focal firm.*
Bergen and Peteraf”! built on Chen’s model and developed a two-stage
framework by drawing on marketing theories and specifically on con-
sumer behavior theories. Their main motivation for coming out with a
new framework was what is termed as competitive myopia whereby man-
agers focus too much on a few or single competitors while ignoring indi-
rect or potential competitors. They considered the two stages as separate:
that is, competitor identification followed by competitor analysis. It was
noted that competitor identification was a categorization exercise which
involved classifying firms based on similarities, whereas competitor
analysis was considered an evaluative task and compares firms based on
relevant dimensions. They defined market commonality as “the degree
to which a given competitor overlaps with the focal firm in terms of cus-
tomer needs served,”? and further modified the definition resource simi-
larity to “the extent to which as [sic] given competitor possesses strategic
endowments comparable, in terms of type, to those of the focal firm.”*
Finally, they introduced another construct called resource equivalence
which they defined as “the extent to which a given competitor possesses
strategic endowments capable of satisfying the same customer needs as
the focal firm.”

One of the more recent and interesting competitive analysis frame-
works was put forward by Davis and Olson” who linked Porter’s Five
Forces and Slater and Olson’s models. They identified four external forces
(i.e., suppliers, customers or markets, competition, and regulation) and
one important internal force—internal culture. According to them, each
force is related to each other and they have identified eleven distinct
differences in the way strategic initiatives are applied by large compa-
nies as compared to startups. The 11 differences include: building on
market strengths, size of market, relationship to resources, presence of
constraints, visibility of and by competitors, investor expectations, share-
holder or investor risk tolerance, process, portfolio management, triage,

and time horizon for results.
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Need for a New Competitive Analysis Framework

Despite all the limitations, Porter’s Five Forces model still remains a pop-
ular tool with managers. Porter later updated the framework to make it
more relevant for strategy today.”® He highlighted that besides existing
firms in the industry (the direct competitors), firms need to think about the
extended rivalry among the customers, suppliers, substitutes, and potential
new entrants. Porter also touched upon the role of government policies in
changing the relative strength of the forces. However, looking at competi-
tive analysis from a market sensing perspective, we argue that certain recent
developments requires us to re-evaluate and rethink the traditional Five
Forces model in more detail. More importantly, we consider whether there
is a need to put the consumer at the center of the model. The trend toward
customer orientation and importance of delivering superior customer value
to customers as a source of competitive advantage has been clearly estab-
lished.”” The rise of demanding consumers has led to transformations in
organizations and is seen as skewing the traditional relationships.

The significance of two main factors, namely, the unprecedented growth
of Internet and Communication Technologies (ICT) and the role of brands
and branding are forcing companies to rethink their strategies. It is extremely
important for companies to identify their own competitive advantages (and
of course weaknesses) relative to competitors. Companies need to be flexible
and understand that competition can now arise from nowhere and build in
backup strategies to respond quickly to these developments. A new concep-

tual seven forces framework is presented in Figure 2.1.

Technology New
entrants
. Industry Buyers/
Suppliers competitors consumers
Substitiutes = Branding

Figure 2.1 Seven Forces model
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Unprecedented Growth of Information
Communications Technology (ICT)

The growth of ICT and digitalization have completely reshaped the
way we do business, where transactions are seen as the core elements.
McKenna®® wrote about how “the 1990’s will belong to the Customer”
and the catalytic agent for this was technology which was transforming
customer choice, which in turn was transforming the market place. It has
been more than two decades since McKenna’s article was published but
many companies are still a long way from practicing knowledge and
experience-based marketing.

Porter?

argued that technology and innovation should be seen as
factors and not as a force. According to him, they are not part of the
underlying industry structure and “not by themselves enough to make
an industry structurally attractive (or unattractive).” However, we think
that this may lead to an underestimation of the power of technology
change which is fast evolving and has indeed become the game changer
in varied industries from education® to the oil industry.*® Aspray and
Ceruzzi* mention that as soon as companies became aware of the poten-
tial of commercialized Internet, some of them totally abandoned tradi-
tional business models and adopted an e-commerce approach. They go
on to describe the new business models that evolved as a result of the
Internet and adjustments made by established companies and discussed
some of the problems associated with it including copyright issues as well
as dot-come busts. Day* also pointed out that marketers are being chal-
lenged by the forces of increasing proliferation and complexity in the mar-
ketplace, induced by the growth of the internet. Companies who are able
to use the existing technologies and predict suitable technologies that can
change the way things are done, are the ones who are going to ultimately
win in the industry. These market driven organizations stand out from
their competitors, in that they are able to constantly act and respond to
and even accurately predict events and trends in the market.?* Examples
include Google who used the Freemium model to dominate online search
and AirAsia, who adopted innovative technology to become the leading

budget airline in Asia.
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Disintermediation

One of the key developments has been the disintermediation between
producers and consumers, the increasing popularity of social media,
and the emergence of digital opinion leaders including bloggers® and
prosumers—the consumers who actively produce goods and services.*
As a result, competition can come from totally unexpected and unpre-
dictable directions and forms. Related to this concept is the growing
interest in crowdsourcing wherein the collective intelligence of the public
is employed by promoting participation and contribution from them.?’

Mocker et al.? looks at this situation differently. According to them,
digitization allows companies to keep increasing their value-adding
complexity in their offerings while keeping processes simple. They used
examples to show that companies created value from product complex-
ity while maintaining simple processes to outperform competitors. They
did highlight the fact that “digitization is not an automatic solution for
mastering complexity.” However, for companies to find their so called
complexity sweet spor might not be that easy. One way technology that
companies are trying to achieve a competitive advantage is by sharing
software free-of-charge.”” For example, Microsoft introduced their free
Internet Explorer browser to compete against Netscape. This strategy has
been followed by other tech firms including Google with their free video
sharing site (YouTube), free blogging platform (Blogger), and Android
operating system.

The growth of ICT and digitization has also led to a shift in supply
chain and power from the manufacturers, service providers, and retailers
to consumers. This is due to the fact that consumers now have high qual-
ity comparative information—with online recommendations and price
comparisons, literally available at their fingertips. For example, online
reviews are changing the way in which consumers make purchase deci-
sions.*” Consumers are now increasingly relying on the opinion of other
consumers online to make informed decisions besides finding. Electronic
word-of-mouth (eWOM) especially via social media has become the most
popular source of this information and has been identified as influencing

product and service purchases.”" In fact, online reviews were identified
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as one of the most important factors to influence consumers’ final pur-

chase decision.*

The Need for Speed, Better Customer
Experience, and Trust

The recent developments in ICT have allowed interactions and rela-
tionships between organizations and consumers to be established and
consummated more quickly and conveniently (any time and any place).
Interactions are to be analyzed by suppliers more comprehensively and
much faster. This development has allowed suppliers to optimize their
pricing, targeting, distribution channels, and communications more
effectively, and has also facilitated the identification of valuable cus-
tomers for retention and development, but also those of less valuable
or loss-making customers—the so called nontargeted® or bad consum-
ers, who might then be constrained as to what they can buy or how
much they can use a product, or even have their product canceled or
relationship terminated. The competitive battle between companies has
focused partly on speed and this has put real pressure on them to orga-
nize all their data online to make quick decisions. Many companies
now offer instant business decisions (effectively near real-time) and this
means that the analytics carried out on the rapidly growing volume of
data from an increasing number of sources (with social media being the
latest addition).

All customers expect better levels of service and improved experiences.
This applies not only to the initial interaction, but also to problem man-
agement. Companies are keen to avoid being criticized in public about
failures in their processes, and therefore aim to avoid what is known
as double jeopardy, in which the customer is initially treated badly, and
the recovery process to restore the situation for the customer also goes
wrong.* This can lead to some customers getting very good treatment
and others, very bad service.

Behind some of the problems customers face in dealing with large
companies is the decline in trust. The widely accepted Edelman Trust
Barometer® shows how rapid the decline has been in the trust of lead-

ers (whether business or government). Only 18 percent expect business
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leaders to tell the truth, while only 13 percent expect it from govern-
ment officials. Interestingly, people trust institutions more than their
leaders, with around 50 percent trusting businesses in general, implying
that they trust the people in the business to do what is right by them.
Banks and financial services are the least trusted sectors. Trust in banks is
now 11 percent points lower than it was in 2008. This is caused by poor
performance and perception of unethical behavior. About 59 percent of
respondents said that the cause of the many financial scandals was cor-
ruption, corporate culture, or poor leadership. One of the implications
of this is that consumers feel that they also have the right to misbehave
in dealing with entrusted institutions. In developing an effective com-
petitive strategy, organizations are thus finding themselves necessary to

consider the role of trust in buyer-seller relationships and interactions.

The Expanding Data Set and Big data

The data set used by companies is ever expanding, with new items and
sources of data appearing constantly and time and complexity and depth
of darta increasing. Social media data has proved to be a very valuable
source of data—for managing both value and risk. As digital interactions
shift from computers to mobile telephones, the depth and complexity of
data increases (the mobile really is always on). Further, the mobile provides
better information on networks of friends (and accomplices) for advice
and recommendations. Meanwhile, the rise of marketing automation—a
version of workflow management for marketing—improves a company’s
ability for insight to be integrated into marketing processes.

Most new sources of data have value and each can lead to informa-
tion asymmetry and opportunities for both companies and customers to
exploit it to their advantage. Each new item of data that appears provides
a challenge for suppliers, who also have to assess whether it is an opportu-
nity to gain competitive advantage, or one that should be shared to reduce
the disadvantage of the whole supplier community. The ever-increasing
volume of data available has led to the term big data being applied to the
situation. This has led in some cases to a focus on acquiring more and
more data and organizing it, rather than deploying it to achieve better

business outcomes.
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Within their own companies, the rise of much more advanced mea-
surement techniques allows managers to identify which members of their
staff are treating customers well and otherwise, and social media analysis
allows them to find out more quickly what customers are experiencing.
Voice analytics allows the same in contact centers. Where a poor customer
service is concerned, it helps identify where the service and customer
experience can be improved, what needs customers articulate the most,
and where they need help with more or clearer information.

However, the relentless pressure from regulators (and commentators,
analysts and customers) to treat customers fairly may mean that some
customers receive much better treatment than they deserve, resulting in
much greater exposure for companies. Many companies are still strug-
gling with integrating classic data sets with the new digital data sets. As if
these challenges were not enough, three other forces make things much

more difficult for companies (and sometimes for customers).“ They are:

1. Data protection legislation means that there will be increased trans-
parency of data collection and storage processes, and increased pres-
sure on suppliers to dispose of data.

2. Human-rights related legislation or regulation is reducing the extent
to which suppliers can discriminate between customers on the
grounds of real objective differences in the level of risk, for example,
on gender or exclusion grounds. This discrimination might occur in
recruiting customers, or in dealing with customers after recruitment
(even if it is virtually certain as far as the supplier is concerned that
they are fraudulent).

3. A rising level of cybercrime attacks (made easier by increased uses of
digital devices in accessing finances and in paying) may lead to rising
levels of leakage of value from the system, making it easier for fraud-
sters and in some cases, making things very difficult for customers,

as well as for the companies (e.g., identity theft).

Those companies that are ahead are those who are able to identify
increasing number of ways to make more profit out of the targeted cus-
tomers by managing them better than the competition, and that makes

them more robust in the face of risk from other customers. Furthermore,
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companies should aim to secure proficiency of key adaptive marketing
capabilities which are mutually reinforcing as this will automatically grant
sustainable first-mover advantage to them.” For example, AirAsia, one
of the World’s leading low cost airline companies, has achieved a clear
competitive advantage with improving customer experience over their
older and more established competitors. They were able to do this by
their use of pioneering technology and innovations. That is, they were
the first airline in Asia to implement ticket less travel and the first Asian
airline to start online ticketing in 2002. They have also successfully used
social media marketing campaigns in order to engage with and satisfy
their customers.®® From a short-haul low-fare carrier, AirAsia has gone
on to become one of the biggest airline companies in the Asian region.
With a business strategy centered on cost leadership,*’ they now actively
compete with other industry players even on long haul flights after estab-
lishing AirAsia X as a separate affiliate company. They now fly to over 88

destinations in 22 countries.>®

Importance of Brands and Branding

The main role of a brand is to identify the source or producer of a product,
and allow consumers to assign the responsibility for its ability and perfor-
mance to that source or producer. Branding is extremely important as it
can be a critical source of competitive advantage. It has been clearly iden-
tified as a marketing strategy. Furthermore, the close relationship between
branding and loyalty has been identified in a number of studies.”’ Grewal

et al.>?

put forward that retail store image would impact perceived value,
and this in turn would influence customer loyalty. It goes without saying
that a loyal online customer base is of crucial importance.*

>4 rightly pointed out that a competitive advantage is dura-

Coyne
ble if competitors cannot imitate it easily. Using Perrier as an example,
they identified branding as the source of competitive advantage. While
looking at global corporate brands, Malewar and Walkar® showed that
successful brands are those which are able to successfully translate their
corporate core value propositions into the new regions when they have

56

entered. According to Abimbola,’® a brand name represents “a strong

communication link between the firm and the market.” Thus, by linking
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their reputation with a brand, firms can communicate their ability to
offer superior value more effectively to their customers.

Though a number of studies have focused on brands and effects of
brands in influencing consumer behavior and attitudes, there is no con-
sistent or even a universally accepted meaning of the term branding.”’
An important concept in branding is brand image, which refers to “the
cluster of attributes and associations that consumers connect to the brand
name.”*® De Chematony® emphasized that brand reputation is a more
powerful concept, though the concept of brand image was not negated.
In other words, brands reflect the reputation of the brand name. Carry-
ing out a strategic brand analysis is essential in order to gain information
essential in managing the organizations brand management activities,
including brand image, values, and positioning. Brand analysis involves
collecting information on the brand positioning in the mind of consumers,
including strengths and weaknesses. It has been shown that consumers
choose one brand over another brand because of differences in the brands’
global qualities.” It is therefore essential for companies to identify their
own as well as their competitors’ unique selling proposition which are
unique attributes and unique promises of value offered solely by their
organization and their product offerings.®" Apple is one company which
stands head and shoulders above the rest in this regard. It is precisely the
reason why they have hundreds if not thousands of customers queuing up
outside their stores whenever they launch a new iPhone. Some even start
queuing up a few days in advance. This is something which you will not
find happening with their other competitors.

Looking at how the growth of ICT links (the previous factor) with
branding, we find that it has changed the way consumers engage with
brands drastically. Edelman points out that consumer engagement does
not end after the consumer makes a purchase but remains engaged with
the brand even after the purchase via social media. He further predicts
that finding out what the customer says** as they navigate the consumer
decision journey, will influence product development or service programs.
Therefore, when analyzing a competitive strategy, it is not enough to sim-
ply take a snapshot of the current situation, but also identify and investi-
gate further the ongoing interactions with the brand in order to develop

a more systematic approach of how maintaining longitudinal customer
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satisfaction can be achieved. In that way, the customer life time value is
enhanced, giving the firm a more long-term competitive advantage.

Due to the massive growth of ICT and social media, consumers are
now more knowledgeable and they are constantly looking for quality
products at affordable prices. The entry of new competitors to the mar-
ket may completely negate the uniqueness of the organization’s offerings.
Thus, this should provide an incentive for organizations to innovate con-
sistently and continuously.

In order to be successful, branding requires an in-depth understand-

ing of what the organization is all about:

1. The mission and vision of the organization. These are often philo-
sophical and qualitative in nature but are essential as they underpin
the role and contributions of the organization.

2. To define the specific benefits provided to consumers and needs satis-
fied. Organizations need to be aware that due to obvious reasons that
cannot complete in all segments and need to clearly identify their
target markets. As mentioned in the introduction, they need to focus
their strategies to meet the needs and wants of customers and focus
their business activities which most closely meet their capabilities.

3. To clarify between their brand positioning, which is concerned with
what the brand actually does and with what it competes; and brand
personality, which describes its physical, emotional, and personality

characteristics.®

It is critical for firms in a competitive environment to examine con-
sumer perceptions toward the brand. One way this can be achieved is by
drawing up perceptual maps® and the product attributes model.® Taking
into account the consumer perceptions of their offerings, such analysis

would enable companies to develop sustainable competitive advantage.

Managerial Implications

Any competitive analysis would need to consider the key competi-
tors currently active in the market besides any potential new entrants.

Today, these competitors can appear from anywhere. From a marketing
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perspective, all the relevant information, which should be used in com-
petitor analysis should include the identification of business scope and
objectives, target segments, and positioning strategym as well as special
competitive advantages. This requires a detailed analysis of the market
and competitive environment in which the company operates.. Success-
ful market driven companies are those which are able to collect the right
information, analyze the data generated with an open-mind, and then
disseminate the information, which will enable them to better anticipate
events and trends in the market.

Interactions on social media coupled with mass media have had a
huge impact in the way consumers perceive brands. It is thus essential
for companies to monitor these online interactions and their impact on
consumer perceptions. This should not be a one-time event, but rather
an ongoing process, as consumers’ tastes are constantly evolving. Market

% Social media,

sensing is a continuous and ongoing learning process.
in particular, has increased the firm’s ability to anticipate the competi-
tor’s moves more comprehensively. According to Canhoto,” competitive
intelligence arising from social media can be compared to a game of
chess or war, where the battlefield is the market place. Canhoto® iden-
tifies several implications related to the market sensing of social media
that are simple and perfectly legal to develop competitive intelligence:
(1) LinkedIn can be utilized to spot where professional talent is moving,
so if a particular company is hiring people with certain skills, such as
programming or editorial skills, it can be anticipated that the firm is
planning to advance these aspects. (2) Foursquare or other geo-tagged
posts (location based posts) can give an idea about whether a specific
place is becoming a hotspot, so if key staff members are traveling to cer-
tain locations, this might be a sign of something occurring. (3) Online
presence of employees and suppliers will contain information about what
they might be working on, for example, with clues about their proj-
ects, workshops, work patterns, and so on, so the ability to put those
clues together will generate a picture of the strategy of the competitive
firm. (4) Other market information such as company communication
and behavioral marketing data from the competition may also provide
information about the direction where they are headed. Monitoring

blog posts directed toward loyal customers or pricing strategies can alert
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changes in market dynamics and give the firm a head start in their pre-
paration for a counter competitive strategy.®’

Firms are now moving toward corporate branding, where brand man-
agement is centered on the corporate branding rather than individual
image of the product. Hence, the corporate branding and various levels
of branding should be given equal attention in the competition analysis.
Corporate brands can, in many ways, be viewed as a person, hence the term
brand personality.” For corporate brands wanting to develop a personality
that is congruent with that of their customers, must consider both their
internal and external brand attributes, so that an aligned brand strategy and
personality materializes. A brand personality can be developed through the
personality traits linked to the brand,”" such as friendliness and likeability,”
and can ensure differentiation in the company’s profile and also in product
categories where intrinsic cues are very similar.”? When consumers strongly
identify with a brand personality, more time and money will be spent upon
it. With regular interaction, increased purchases and long lasting consum-

er-brand relationships are evident (e.g., Carlson et al.’*).

Conclusion

This chapter highlights the need to re-examine the popular Five Forces
model of competitive analysis and look at it from a marketing perspective.
It also highlights the growing bargaining power of consumers, which may
skew the traditional model. For example, boundaries between prosumers
and traditional producers are becoming blurred. This growing bargain-
ing power of consumers is due to the rise of two main developments,
namely, the fast evolving ICT and digitization including the growth of
social media and the power of brands and branding. There is a need to see
these as two separate forces and not as mere components of the traditional
five forces. We have put forward a Seven Forces model, which highlights
the significance of two main factors, namely, technology and branding,
which has an influence on all the other five traditional forces. Social
media is especially interesting to follow as it provides a source of compet-
itive intelligence. Regardless of the context, important questions, as iden-
tified by Porter’s competitive strategy analysis, include key elements that

need to be investigated further: (1) the competitor’s future goals (what
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drives them toward competitive advantage?), (2) the competitor’s current
strategy (what is their business and how do they do business?), (3) the
competitor’s capabilities (what are their strengths and weaknesses?), and
(4) assumptions (how do they view their company and the industry?).
Monitoring this information more systematically allows the assessment of
whether the competition is satisfied with its position or whether they are
planning to move toward something else. This is critical information that
will tell something about the focal company’s own proactive or reactive
strategies to counter strike.

Moving forward, we recommend that academics and practitioners
alike further examine the influence of technology (disruptive innova-
tion, sustaining innovation, etc.) and branding elements (brand image,
reputation, identity, personality, etc.) individually as this is outside the
scope of the current study. A comprehensive framework integrating these
subdimensions would be more meaningful to develop a competitive
framework that allows for the actual measurement and implementation
of such strategies. Additionally, we note that the study on branding typi-
cally focuses on the customer’s perception of a product. However, as high-
lighted in the previous section, firms are now moving toward corporate
branding rather than focusing on individual product brand image. Future
application of our framework will also need to be extended to other prod-
ucts or market segments and to be tested using real data in order to verify
its reliability and validity. We hope that more research is done in this

crucial area of market sensing.
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Introduction

Market sensing is central to the implementation of the marketing concept.
This process involves scanning, interpreting, and responding to infor-
mation pertaining to multiple stakeholders, including but not limited
to customers and competitors." This chapter is focused on competitive
intelligence as an important part of organizational market sensing. Firms
can have different approaches to competitive intelligence, from an ad hoc
basis to a comprehensive system.? Unfortunately, marketers often confuse
competitive intelligence with market research. Furthermore, in a study
of Chief Executive Officers and Chief Information Officers in 17 indus-
tries, only 8 percent of the firms reported as being effective in their com-
petitive intelligence effort, while almost 40 percent of the firms perceive
their competitive intelligence effort as only fair.? This chapter addresses
the following questions (1) what is a competitive intelligence system and

(2) how do firms improve their competitive intelligence systems?

Competitive Intelligence

Before investigating how firms can effectively improve their competitive

intelligence systems, it is essential to briefly review what competitive
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intelligence is, its role in the market sensing process, categorizations of
competitive intelligence, and what constitutes a competitive intelligence

system.

What Is Competitive Intelligence

While competitive intelligence can be viewed as a strategic tool to improve
the firms’ competitiveness, it can also be conceptualized as a process
through which competitive information from various sources is collected,
interpreted, and disseminated. There are many definitions of competitive
intelligence. In a recent study, competitive intelligence is defined as “the
process by which organizations gather information on competitors and
the competitive environment, ideally using this in their decision-making
and planning processes with the goal of adjusting activities to improve
performance.” The objective of competitive intelligence is not only to
help firms make sense of what their competitors do but also to take initia-

tives to preempt their competition.

Competitive Intelligence and Market Sensing

A firm’s market sensing capability includes four major components: learn-
ing orientation, organization system, market information, and organiza-
tion communication.® Competitive intelligence not only represents an
important component of market information capability but also has a
mutually influential relationship with the other components of the firm’s
market sensing capability.

There is some research which suggests that the ultimate goal of mar-
keting strategy should be meeting and anticipating customers needs
through rigorous market research rather than trying to beat the compe-
tition.” However, it is also important to note that customers’ evaluation
of the firm’s offerings is often relative to its competitors. Therefore, in the
market sensing process, competitor-oriented learning should be balanced
with customer-oriented learning.® The need to develop and constantly
improve the firm’s competitive intelligence to learn from the competition
and predict competitors’ action is especially pressing in technologically

turbulent or stalemated industries.
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Competitive intelligence, as either an activity or a process, is dictated
by the firm’s learning orientation and embedded in the organization sys-
tem and communication. If the firm is not committed to learning, com-
petitive intelligence might be ignored altogether. If the firm is narrow
minded, collected competitive intelligence might neither be used nor
disseminated. If there is no shared vision, interpretation of competitive
intelligence might vary among senior managers, potentially leading to
more harm than benefits. In fact, diverse competitive intelligence quality
can dilute the performance impact of competitive intelligence at both
the individual salesperson and the business unit levels.” However, the
information gained from competitive intelligence can be translated into
important insights that might lead to strategic and tactical changes in
the firm’s strategy, including its structure and communication. In fact,
this feedback loop is an important component of organizational market

sensing.

Categorizations of Competitive Intelligence

There are at least four ways to categorize competitive intelligence. First,
according to Fleisher and Blenkhorn' there are two types of intelligence:
personal and technical. Personal intelligence involves making personal con-
tact with a variety of sources to collect competitive intelligence, while tech-
nical intelligence refers to the use of information technology tools such as
the Internet, intranets, and softwares to obtain competitive intelligence.
Second, competitive intelligence can be divided into active versus
defensive. McGonagle and Vella'? define aczive competitive intelligence
processes as those aimed at collecting raw data about competitors as well
as analyzing that data to provide finished intelligence whereas defensive
competitive intelligence processes as those aimed at protecting the firm’s
competitive sensitive information that competitors will or can capture.
However, it should be noted that both active and defensive intelligence can
help a firm to develop, maintain, and improve its competitive advantage.
Much of the existing literature is focused on active intelligence processes.
Third, competitive intelligence can be tactical or strategic. Whereas
tactical competitive intelligence includes detailed information about

competitors’ marketing mix (e.g., products, services, and prices) that is
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useful for lower-level managers and front-line employees, strategic com-
petitive intelligence involves identification of competitors’ capabilities
and constitutes an important information input into senior managers’
decision making."?

Finally, competitive intelligence can flow through both formal and
informal channels of communications. Formal competitive intelligence
is managed and controlled by firms whereas informal competitive intel-
ligence refers to information that travels through informal network
ties among individuals who are employed by the firm and connections
between internal and external stakeholders. While traditional market-
ing research that applies organizational design theories emphasizes for-
mal channels, research that applies social network theories places more
empbhasis on informal channels of competitive intelligence. Prior research
has demonstrated that informal competitive intelligence can be quite
powerful in driving salesperson performance.'

The previous four categorizations of competitive intelligence are not
mutually exclusive. Rather, they are nested within each other. This catego-
rization has some important implications. First, a thorough evaluation of a
competitive intelligence, therefore, should examine all of these components.
Second, depending on external factors (e.g., competitive intensity and
industry characteristics) and the availability of internal resources (e.g., size
of the firm and market power), firms can place emphasis on certain aspects
of the competitive intelligence at one time point and others at another.
Therefore, differences in contextual factors must be taken into account in

comparing the effectiveness of competitive intelligence systems."

Competitive Intelligence Systems

Not all firms have a formal competitive intelligence system. In fact, com-
petitive intelligence can be collected in an ad hoc fashion.'® Even when a
competitive intelligence system exists, there are many models and frame-
works of what constitute such a system. In this chapter, I adopt Gilad and
Gilad’s" definition, which states that a competitive intelligence system
consists of five functions: collection, evaluation, storage, analysis, and dis-
semination. As is true for many strategic processes and tools, competitive

intelligence planning to define the scope and needs of the system would
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normally, although not necessarily, occur before the actual implemen-
tation of the system. Improving the effectiveness of a competitive intel-
ligence system, therefore, involves two interrelated tasks (1) improving
the effectiveness of each stage, and (2) improving the linkage among the
stages. Table 3.1 summarizes the key evaluation criteria of each of these

functions and also the competitive intelligence system as a whole.

Collection

Competitive intelligence collection refers to the actual data-gathering pro-
cess that takes place after competitive intelligence planning. This process
includes the identification of all potential sources of competitive intelli-
gence, conducting research and gathering the right data, and putting the
data in an ordered form.'® Although many early models of competitive
intelligence do not mention the need-identification phase, later models
include an additional step of determination of both senior management’s
and the organization’s key intelligence needs and even taking the initiative
to collect intelligence in a more proactive manner."” In market sensing

terminology, this step is a major component of the market scanning phase.

Evaluation

The purpose of evaluation is to measure the usefulness of the data and the
source.” In terms of data usefulness, prior research on competitive intelli-
gence quality suggests that the quality of competitive intelligence consists
of at least four dimensions: accuracy, relevance, clarity, and timeliness.?!
In terms of source usefulness, evaluation should focus on relevance, reli-
ability, depth of coverage, uniqueness, and the availability of alternate
sources. Gilad and Gilad®* contend that the determination of the source
usefulness can ensure optimal coverage of the established targets and the

proper use of available resources.

Storage and Analysis

A storage system allows firms to organize collected data so that it is easy

for later retrieval, manipulation, and analysis. Storage systems can be in
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Table 3.1 Competitive intelligence system: evaluation and

improvement

Stage Evaluation criteria Improvement opportunity

Collection Motivation to collect Definition of the company’s
intelligence requirements before collection
Quality of information Managerial recognition of employee’s
sources competitive intelligence contribution
Collection procedure Employees’ desire for upward mobility

Social network engineering
Evaluation Data usefulness Identification of intelligence users and

Relevance
Accuracy
Timeliness
Clarity

their needs

Tracking actual use of competitive
intelligence

Periodic update of data

Source usefulness
Relevance

Reliability

Depth of coverage
Uniqueness
Availability of alternate

Periodic evaluation of information
sources

Combination of primary and
secondary data

Investment in information sources

sources.
Storage and Storage Lowering the costs of data entry
analysis Retrieving Lowering the costs of the storage
Access system
Manipulation Allowing for easy access and retrieval
Empowering users to access and
analyze data
Integration with the firm’s business
intelligence system
Dissemination Frequency Interfunctional relationship
Formality Mutual trust
Interfunctional distance
Joint customer visits
Organizational commitment
System-wide Actors Creating networks of knowledge
The system sharing

Training both users and system
managers

Keeping track of costs

Periodic evaluation of the entire
process

Enhancing the proactiveness of the
system
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the form of paper files, computer systems, humans, or a combination
of all. A storage system can be centralized or decentralized.”® A preva-
lent problem is the phenomenon of competitive intelligence hoarding,
wherein individuals collect and store competitive intelligence without
sharing. For example, at the individual level, salespeople in a competitive
environment may withhold useful information about competitors so as to
outdo counterparts in terms of sales performance. At the cross-functional
level, interfunctional information exchange is mediated by trust in the
information senders.*

The analysis process involves analyzing collected data to identify pat-
terns, relationships, or anomalies in them.” More specifically, it encom-
passes (1) data analyses, and (2) transformation of data into actionable
information. It is at this stage that sense making takes place, as without
analyses and transformation, the information collected will not result in
behavioral change, one of the key objectives of organizational learning.*
Together, evaluation and analysis correspond to the sense-making or the

interpretation phase of the market sensing process.

Dissemination

Day? contends that, “all the market sensing in the world will be for naught
if people in the organization cannot access market knowledge when they
need it.” Dissemination process has two key dimensions—frequency and
formality.”® Dissemination frequency refers to the number of dissemina-
tion events between a sender and a receiver during a given period of time.
These events can occur through either formal or informal channels.
Competitive intelligence dissemination across functional boundar-
ies is determined by several factors, such as organizational commitment
of the receivers and senders and interfunctional relationship quality and
length.” Dissemination relies on both technology and people, through
either formal or informal channels. In recent years, firms have been shift-
ing toward more indirect dissemination of competitive intelligence, such
as e-mails, brief reports and analyses, intranet, and online discussion,
rather than direct dissemination through, for example, face-to-face meet-

ings and presentations.*® Dissemination of competitive intelligence is a
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necessary step of market sensing, which is precursor to shared interpreta-

tion and potentially, organizational action.

Improving the Effectiveness of Competitive
Intelligence Systems

Effectiveness of a Competitive Intelligence System

Research in management information system suggests that the evaluation
of the effectiveness of a system can be based on both the goal-centered
and the system-resource views.’! In the goal-centered approach, the effec-
tiveness of a system is a function of how well the objectives of the system
are being achieved. In the system-resource approach, effectiveness is eval-
uated in terms of resource viability in reaching a normative state, or stan-
dards of what is considered good practice. The latter approach recognizes
that systems fulfill other functions that go beyond the official objectives.

The effectiveness of a competitive system can be viewed as the return
on investment in competitive intelligence activities and operationalized as
benefits divided by costs. While the costs of competitive intelligence are
relatively easy to calculate, the benefits are not.>* This approach to effec-
tiveness seems to be in line with the goal-centered approach.

In terms of costs, Lackman, Saban, and Lanasa’s®® benchmarking study
indicate that the financial resources allocated to the intelligence analysis
function vary significantly among the firms that participate in their study,
from a high of $651,000 to a low of $350,000 per year. A recent bench-
marking study reports that firms can spend more than $2 million on
competitive intelligence.* Costs and effectiveness are not positively cor-
related, however, because some firms are simply more capable of extract-
ing more useful insights from information acquired with lower budgets.
With the increased need for data blending from a variety of data sources,
one would expect competitive intelligence budgets to increase.

Herring® proposes that firms should evaluate the benefits of com-
petitive intelligence based on five key areas; namely, time savings, cost
savings, cost avoidance of planned expenses, revenue increase, and value
added to the firm performance. More recent models®® add several other

measures to these five factors, including employee metrics (e.g., employee
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retention), marketing and sales metrics (e.g., market share changes, leads
generation, and customer retention), and innovation (e.g., new products
developed). These newer models obviously combine the system-resource
approach with the goal-centered viewpoint.

As mentioned earlier, improving the effectiveness of competitive sys-
tems require both a stage-based and a process approach. The separation of
the entire process into distinct stages is purely for the purpose of provid-

ing a detailed examination of each stage.

Improving the Effectiveness of Specific Stages
Improving collection

Competitive intelligence collection relies on individuals and their net-
works. Therefore, improving competitive intelligence collection should
target not only individuals but also competitive intelligence network as a
whole. As an example, a key to success at Proctor & Gamble is to make
competitive intelligence everyone’s business.”

At the individual level, competitive intelligence collection relies pri-
marily on boundary spanners such as sales managers and salespeople.’®
For example, although Lexis-Nexis does not have a central competitive
intelligence unit, it relies heavily on more than 1,000 sales and market-
ing stafl’ to pick up and pass along competitor-related data.* As such,
improving the effectiveness of this phase should start with an under-
standing of boundary spanners’ motivation to engage in such behavior.
To do so, firms should particularly pay attention to managerial recogni-
tion and boundary spanner’s desire for upward mobility.* Managerial
recognition refers to a set of rules and policies for commending and
thanking boundary spanners for their contributions to competitive intel-
ligence activities. The desire for upward mobility, or promotion, exerts a
direct effect on boundary spanners’ effort to engage in intelligence activ-
ities. In addition, tying a portion of boundary spanner’s financial com-
pensation to gathering customer information is recommended. Finally,
to improve competitive intelligence collection at the network level as a
whole, managers should focus on both formal and informal networks of

competitive intelligence.
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Improving usefulness of data and data sources

A variety of competitive intelligence sources exist, but not all of them are
useful. The usefulness of an information source also depends on the goals
and objectives of the firm and users of competitive intelligence, hence
the importance of the identification of key intelligence topics of different
users.’! In addition to periodic evaluation of the quality of collected data
and data sources, firms should pay particular attention to the satisfaction
levels of competitive intelligence users. If competitive intelligence is rele-
vant and timely, but users find it hard to believe, comprehend, and inter-
pret, then it is also for naught. Furthermore, firms often blend primary
(e.g., survey) data with secondary (e.g., published) data because second-
ary data provides a historical account of the subject of interest whereas
primary data allows for an up-to-date, user-oriented account and cross

verification of secondary data.

Improving storage and analysis

Storing competitive intelligence includes archiving or storing, retrieving,
accessing, and manipulating of large amounts of data, in a variety of forms
(e.g., textual, numerical, etc.). According to Gilad and Gilad,* an effective
storage and analysis system has the following characteristics: (1) a clearly-de-
fined scope of the system, (2) the capacity to allow for efficient input, stor-
age, update, and retrieval of various forms of data (e.g., raw data, abstracts
of raw data, processed data, and more advanced reports), and (3) cost effec-
tive (e.g., data entry cost, data cleaning cost, and opportunity cost).

The effectiveness of a storage and analysis system determines the effec-
tiveness of competitive intelligence dissemination, because as such the for-
mer dictates the quality of insights to be disseminated in the latter phase.
A recent study found that it is crucial that data is produced in a timely
manner. As such, firms should get rid of data intermediary and empower
users to directly extract and analyze data.”’ Although a storage and anal-
ysis system can be decentralized, such a system should be integrated with
the business intelligence process of the firm as a whole.* Importantly, the
effectiveness of a storage and analysis system includes both personal and

technical aspects of the competitive intelligence system.
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Improving dissemination

The effectiveness of the dissemination of competitive intelligence relies on
what, when, and how competitive intelligence reaches users. For example,
a study involving 788 nonmarketing managers in high-tech equipment
manufacturing companies suggests that competitive intelligence dissem-
ination frequency is related to interfunctional distance, joint customer
visits, senders’ positional power, receivers’ organizational commitment,
and trust in a sender.”” Furthermore, competitive intelligence dissemi-
nation formality is driven by interfunctional distance, receivers’ trust
in senders, and the rate at which an organization changes its structure,
rules, personnel, and procedures. As a consequence, improving compet-
itive intelligence dissemination should focus on these important factors.
Research by Moorman, Despandé, and Zaltman® also found that trust
figures predominantly in market research use. Although technology facil-
itates competitive intelligence dissemination, human factors such as trust

are the key drivers of effective dissemination.?’

Improving the Overall Process

A process approach to competitive intelligence systems requires closing
the loop. That is, competitive learning should lead to change of behav-
ior.®® Along this line, Sullivan® contends that firms should switch from a
results-oriented measurement system to an action-oriented measurement
system that focuses on an integrated and aligned set of measures that
allows management to monitor progress and improve performance in
real time. In the context of competitive intelligence, one of the goals in
improving the effectiveness overall process is to make sure the competi-
tive intelligence collected can be purposefully translated into tactical and

strategic actions.

Managers as network engineers

An important component of the competitive intelligence system is the
informal network. Unlike the formal network, information in the infor-

mal network is not constrained by the formal structure of the organization.
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There exists ample empirical evidence that informal network ties are use-
ful in many organizational processes, including knowledge sharing, and
competitive intelligence processes.”® Therefore, managers can and should
act as a network engineer that creates, disrupts, and sustains competitive

intelligence flows.!

Training

The problems of an existing competitive intelligence system can be related
to training. As summarized by Prescott,’? one of the key lessons of achiev-
ing an effective competitive system is that, “in organizations, an intelli-
gence-driven culture is built one person at a time, through intelligence
skill enhancement, human network development, and mechanisms that
facilitate the flow of information.”

Training applies to both new and existing employees. New employees
are normally not trained in how to use competitive intelligence. Existing
employees need to be retrained because of operational changes, promo-
tion, or a job transfer.”® Specifically, Tuohy’* suggests that to improve the
effectiveness and efficiency of the existing competitive intelligence sys-
tem, companies need to train their internal customers (e.g., salespeople)
and internal information network members. Tuohy™ also posits that such
training programs should deal with each group separately simply because
cach group has to deal with a different problem. Through training, com-
panies can enhance the awareness of what sources of competitive intelli-
gence is available, how to best use them, who the competitive intelligence
function wants to track, and what the competitive intelligence function

needs to know about them.

Managerial Implications

More often than not, a competitive intelligence system can exist either
informally or formally. Therefore, managers who attempt to improve their
competitive intelligence systems as part of the market sensing process are
faced with a daunting task. However, the discussion thus far informs
managers of the critical issues pertaining to competitive intelligence and

competitive intelligence systems.
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Four additional issues warrant mentioning here. First, a competitive
intelligence system should be evaluated not only on the firm’s activities
but also on counter-intelligence activities. For example, many firms have
policies on how to safeguard sensitive or proprietary information from
the competition. In addition, sharing knowledge resulting from market
sensing should be balanced with prudent counter-intelligence measures.
Second, an evaluation of the effectiveness of the system should take into
account of its short-term and long-term impact, using both qualitative

>¢ Unfortunately, although several metrics of

and quantitative criteria.
competitive intelligence effectiveness exist, it is often difficult to quantify
and measure them because competitive intelligence is both a process of
gathering information and a product resulting from analyzing such infor-
mation.”” Building a culture that is open to continuous learning is the key
to addressing this issue, because only in such a culture will each employee
serve as an avid market sensor that keeps the firm constantly informed of
the competition.

Third, managers should be aware that the effectiveness of their com-
petitive intelligence systems is a product of both individual and organi-
zational factors®® and thus are only as good as the system inputs. Finally,
an implicit message from this chapter is that improving competitive intel-
ligence systems depends on a balance between comprehensiveness and
specificity. On the one hand, managers should have an understanding
of the contextual factors surrounding the firm and its competition. This
understanding allows managers to be efliciently focused on the crucial
components of their competitive intelligence systems. On the other hand,
managers should not lose sight of the big picture of the entire competi-
tive intelligence system to ensure that its components work well together
and dovetail with other market information processes, such as customer-
focused assessments. As Day*® succinctly puts it, “both the customer and
competitor focus, in isolation, will eventually become a misleading men-

tal model, narrowing the scan of the market.”

Conclusion

Competitive intelligence represents a useful market sensing tool for

executives to make informed business decisions, both at the tactical and
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strategic level.* This chapter has covered some key issues related to com-
petitive intelligence systems and its effectiveness. Much of the discussion
on competitive intelligence systems is primarily based on the traditional
stage-based model of competitive intelligence. More recently, this model
has been criticized as having many limitations, the most critical of which
is being too reactive and tactical.®! In light of this, there has been a move-
ment toward an emphasis on the proactive aspect of competitive intelli-
gence systems. This shift from a reactive system to a sense-and-respond
approach underlines the notion of vigilant market learning in market
sensing.®” Regardless of the approach, ethical standards should always be

observed when collecting such data.
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CHAPTER 4

Market Sensing and Sense
Making Using Unstructured
Big Data

Jerry Wind® and Vincent Schiavone®
*The Wharton School, University of Pennsylvania,
Philadelphia, PA, United States
YAKUDA Labs & ListenLogic, United States

Introduction

Social media, mobile devices, and other technological advances have fun-
damentally changed the behavior of the empowered and skeptical con-
sumer and the nature of marketing and consumer research, and as a result,
the nature of our approaches to market sensing. The always-connected,
always-commenting consumer has created more market information than
ever before and continuously creates market data in real time. These mar-
ket data is broader, deeper, more timely, and less biased than any other
source. Unguided in nature, unstructured consumer content posted on
social media sites, review sites, news sites, blogs, and forums enables the
researcher to conduct both large scale market sensing through unstruc-
tured big data analytics over time, as well as gain real time understanding
of emerging consumer needs, early indication of changing trends, and
competitive intelligence.

Early work in the emerging area of social intelligence has been exciting
and frightening to researchers. Results have been characterized by bril-
liant insights at best to misleading or inconclusive insights at worse. More
exabytes of Unstructured Consumer data are created every day and while

unstructured data contains rich, deep, continuous, and contextual market
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information, it is by nature more than 90 percent noise' and most of
the signal is difficult to extract. The challenges of extracting information
from unstructured big data (digital ethnography or text mining) to make
it usable for market sensing is literally as big as the data itself. As the first
section of this chapter will explain, advances in digital ethnography can
address the challenge of making sense of the exponentially growing vol-
ume of real time data of the consumers’ conversations. Yet the challenge
is, can these data and the advances in unstructured data analytics that
allow us to evaluate them, provide us real time market sensing. And can
this continuous form of vigilant market learning enhance deep insights
with an advance warning system to anticipate market changes and unmet
needs. The premise of this chapter is that the answer is Yes! Unstructured
dara analytics, on external social and online sources and internal unstruc-
tured customer data, when done right and with the proper analytics, is
very valuable, as seen in Figure 4.1.

Unstructured Data Analytics from, social media, open internet, and
internal unstructured customer and employee data can provide unique

accurate, valid insights into questions such as:

* What are consumers’ evolving and unmet needs?

* What are consumers’ perceptions, preferences and behavior
toward my brand and its competitors?

* What are the key current and evolving threats to my business?

e What are the key short and long term opportunities?

Additional Unstructured data analytics can provide a broad Peripheral
Vision of markets, threats, and opportunities from what Day describes as
“the ‘fuzzy zone’ at the edge of the organizations focus where early oppor-
tunities of both threats and opportunities can first be sensed.”

The chapter addresses four key questions:

1. What are the key challenges facing digital ethnography and how can
they be resolved?

2. What market sensing insights can digital ethnography provide, and
have they actually been delivered>—Insights and lessons from five

live cases.
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3. What are some of the practical implications of real time unstruc-
tured data analytics?

4. How can digital ethnography capabilities be integrated into a com-
prehensive market sensing system, and what should management do

to benefit from it?

Unstructured Data Analytics and Its Challenges

The challenge of big data was clearly articulated by George Day who
stated, “It is timely because the ability to glean market insights ahead of
rivals is increasingly important to strategy-making, while much more dif-
ficult to do because of the avalanche of data unleashed by digital technol-
ogies.” When focusing on unstructured data, there are five key challenges
to overcome for reliably and validity in extracting actionable insights from

large-scale unstructured data, as suggested in Figure 4.2.

1. Volume or Velocity: Unstructured data is very big and growing expo-
nentially. Eric Schmidt of Google is quoted as saying, “Every two
days now we create as much information as we did from the dawn of
civilization up until 2003,” and “The real issue is user-generated con-
tent.” In 2015 according to Booz Allen there will be 7,910 exabytes
of data created, out of which 90 percent, will be unstructured, and
68 percent of all unstructured data will be created by consumers con-
sisting of tweets, blogs, comments, posts, and images. In addition,
every enterprise has large amounts of internal Unstructured big data,
call center audio and text notes, open-ended survey results, customer
e-mail, chat forums. Both datasets have tremendous value if they can
be analyzed accurately, consolidated and correlated with structured
data to provide comprehensive deep and real time market sensing.

2. Noise: Includes irrelevant mentions, spam, and even intentional
deception. Advanced Technology is key to removing noise and
decoding the contextual signals hidden in the volume of unstruc-
tured big data. Keeping up with the velocity at which unstructured
data is created, answering the number of questions we want to ask
of it, and getting answers in real time so we can act, complicates the

big computer challenge exponentially. While parallel processing, big



65

MARKET SENSING AND SENSE MAKING

(pu029s 1ad soypjew urded JO SUOI[Iq) SWn{EdI Ul
uaddey 03 spasu J[e 31 ‘anjeA 1$3)ea15 33 ey O] :paadg
(soyP3ew wisned snosueynWIs

30 suol[[Iq) suonsanb xo[dwod Auew sa1mbai sjeusis
[ENIX3JUOD pulj pue 3sI0U INO 131 0], :A3xajdwo))

pulj 03 3[nojip pue
IX2JUO0D UT UdppIY e s[euss QJdwis puokaq :sjeusig

weds PUE SUOIIUIW JUBAS[QLIL SOPN]OU] 9SION *

astou Apsowr

INq ‘B1q A19A SI BIRP PIINIONIISU) AIDO[A /SWN[OA *

wwuﬁm:mﬂu ejep paJsmponasun ¢ WM

“U9[[/-200g .uwduumo 1224nog

sa8ua)pYyd DPIPP PaANIINUISU) 7* 24n8L]

Numﬁ mumﬁ
[exsip parnaonnsup) il ressipy M
S10T 0107

sajhqexy

0162

10D4IX2 03 201SUIJXD pup :Su.ﬁ.bﬁ 4109 $311Mq ‘sut0130d m?wee:m ﬁc.o\nmn‘ 1120 SpU2IX2 DIVP PaANIONAISUN UL MDA oY |



66

MARKET SENSING TODAY

math and algorithms behind the technology are the domain of data
scientists, there is fundamental, often overlooked, need to first clean

unstructured big data since it mostly consists of noise.

. Signals: Beyond simple keywords, much of the signals in unstruc-

tured consumer generated data are hidden in context and difficult to
find. The value of unstructured big data for market sensing includes
the knowledge we can know, that we could not know before, or
could not afford to study; segments we can organically identify that
were always there but beyond our sensing, or that we could not get
fast enough to act in time. Unstructured Big Data analytics with
advanced, state-of-the-art technology and deep experience presents
a new window into consumer attitudes, interests, emotions, percep-
tions, preferences, intentions, and behavior that create, drive, and
disrupt markets.

We can now tap consumer information that was previously
unavailable to marketers since consumers publicly share their interests
and beliefs openly with each other we have the mindset to leverage the
proper technology and methodologies to understand these signals.*
We need, however, to recognize the limitations and inherent biases of
traditional survey methods and focus group interviews and embrace
the value of consumer conversations on the social media and the ben-
efit of very larger sample sizes and even the full universe of data in the
millions, and specific segments in the tens of thousands. While mar-
keting research has been doing the best with the limitations of past
methods and the fundamental biases of non-respondents and leading
questions, the new world of digital ethnography allows us to gain new
insights listening to hundreds of millions of organic conversations in
their natural habitat created every day of the week without the tradi-

tional biases of marketing and consumer research.

. Complexiry: The key to filtering out noise and finding contextual

signals in Unstructured big data is applying many more, and much
more complex, algorithms to the data to clean, discover, and classify
the information hidden in the noise. Simple keyword matches or
short Boolean strings are not very effective in reducing noise or
finding contextual signals. Complex blocks of regular expressions—

assembled into specific noise reduction and signal discovery and



MARKET SENSING AND SENSE MAKING 67

classification models joined into parallel processing pipelines—have
improved unstructured analytic significantly. This enables us to rap-
idly construct model pipelines that can literally analyze multiple
fire-hose feeds of billions of posts per day for billions of patterns
within. Complexity of algorithms at scale is called Big Compute
and it is required to extract quality information and the most value
from Unstructured Big Data.

5. Speed: To have the greatest value, information extraction needs to
happen in real time. While deep learning from unstructured data
provides marketers valuable discoveries, insights, and tracking,
the greatest value in all consumer data is in understanding what
consumers want at the moment they want it and, using predictive
analytics, before they want it. Always connected technology has
fundamentally changed the consumer, has changed the require-
ments for market sensing and changed forever how we market.
Time is compressed; now means this minute and not roday. Oppor-
tunities can come in a flash, often pivot quickly and frequently, and
can expire just as quickly. Market sensing has the most difficulty
with the new now of real time, which is really real time! The chal-
lenge is in the math of the volume and speed of the unstructured
data, multiplied by the number and complexity of the algorithms
we need to run against each piece, divided by the speed we want
our answers in time to act. Billions of pattern matches per second
are required to analyze unstructured data and deliver for action in

the same second.

Insightful Market Sensing Using Unstructured
Data Analytics

To illustrate the value of digital ethnography as a methodology for market
sensing, we present five case studies developed by ListenLogic analysts
who provide Sense Making for its clients, powered by AKUDA’s unique
Unstructured Data Flow technology. The underlying methodology is out-
lined in Figure 4.3.

The following five cases offer a range of applications to various dimen-

sions of market sensing.
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Case 1. Sense Making: Relevant Signals Without Noise and
Market Assessment and Response Segments

Objective: Case 1 is a B2B division of a large multinational that sells elec-
trical tape. Company wanted to see if Social could be used to identify
conversations about their products from the professional user community
to provide insights on a range of questions including path to purchase,
pricing, competition, and loyalty. Insights were to be used to design
engagement strategies and guide content development and placement for
specific customer segments.

Challenge: Company could not find target professional users among
the large amount of irrelevant or consumer zape and electrical tape noise,
including 13 other distinct items in their product line.

Approach: AKUDA developed models to eliminate noise of consumer
and irrelevant conversations (1.5M) and channel relevant professional
conversation streams for analysis. ListenLogic Analysts used data for seg-
ment, channel, influencer, and insight discovery.

Resulrs: A specific professional online community within a large over-
all number of relevant conversations about electrical products or tape was
identified, in which four significant professional personas and numerous
community influencers were discovered. Additionally, a community pres-
ence was found for other brands in the form of sponsorship and direct
interaction with community members. The average 52,000 conversations
per month found was the largest group of professionals the company had
ever studied. Company designed strategies to directly engage with com-
munity members for further insight into path-to-purchase, and to rein-
force brand presence through content placement. Company addressed
unique unmet needs of the female-based persona group discovered by
enhancing women-centric Social campaign efforts and fostered innova-
tion through incorporating these unmet needs via existing product inno-

vation and strategy. Figure 4.4 summarizes the key results of this study.

Case 2: Market Sensing Involving Organic Measurement of

Relevance to Legacy Segments

Objective: A large Consumer Products company wanted a fresh approach

to their well-established market. Peripheral Vision Market Sensing using
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large scale consumer posts was used to discover new segments as well as
assess relevance of pre-defined segments. Mature company dedicates sig-
nificant budget to ongoing market research by traditional means.

Challenge: Very large volume of irrelevant and non-related conversa-
tion attached to common keywords associated with their product space.

Approach: Deep Baseline study. AKUDA developed models to elim-
inate irrelevant conversations (millions a month) and channel relevant
conversation streams for analysis. ListenLogic Analysts used data for seg-
ment, channel, influencer, and insight discovery.

Results: Discovery and evaluation of five segments, including
Antibistimoms—Frantic seekers of effective remedies for their children’s
symptoms. Identifying and validating the primacy of Sneeze Company as
number one organic segment (and symptom) driving the market. New
understanding of how little organic conversation occurs around legacy
Dander segment. While Sneeze Company was the biggest segment, the
real discovery was around the behavior of the Antihistamoms—not the
biggest voice, but a group that is the primary purchaser for the other seg-
ments (i.e., moms are the ones buying allergy meds for the family, which
includes many members of the Sneeze Company and other segments, so
targeting this segment is in a sense addressing most of the whole). Based
on the study, the company focused its efforts on one segment instead of

four. Figure 4.5 summarizes the key findings of this study.

Case 3: Market Sensing Unmet Consumer Needs Through
Expanding the Path to Purchase, Establishing Baseline, and
Measuring Effectiveness of Campaign

Objective: Provide a deep dive into new therapeutic area of Low T to
inform on Patient Journey (path to purchase) to design messaging and
campaigns for product launch.

Challenge: There is a very large amount of mostly irrelevant Zestoster-
one discussions (jokes, slang, and spam). Therapeutic category and prod-
ucts are very new.

Approach: Base line study of space, Patient journey development,
lexicon development for online marketing. AKUDA developed com-

plex models to eliminate irrelevant conversations (millions a month) and
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Organic segment discovery and relevance

Recap of dominant consumer groups Benchmark (1 Update | % change! 2" Update | % change

"Sneeze Company" are the poster children for
seasonal allergies and are the most representative =~~~ """"""" "7, itttk iniainininiainieinininiein il
group regarding allergy treatment posts. :

"Pollen Warriors" are happiest when they are
inside, safe from natural air pollution.

\/VVI SE 3 3 00 ! 5 00 + 2% : 1 00 ‘4%

"Watery-Eyes Wlse" are the thrifty allergy
sufferers that engage across the universe of posts.

"Dandy Danders" represent

Eets' allergles- not
"allergic to pets," but pets t

at have allergies.

"Antihistamoms" are frantic seekers of effective
remedies to treat their children's symptoms.

Benchmark n = 744,802

Figure 4.5 Organic segment discovery and relevance

channel relevant conversation streams for analysis. ListenLogic Analysts
used data for segment, channel, influencer, and insight discovery.

Results: By isolating over 400,000 relevant conversations we discov-
ered predominant organic conversations occurring around symptoms and
not the therapeutic area. These insights were used for marketing messag-
ing and channel plan during launch.

Note: The Company did study the prediagnosis stage (also known
as the symptomatic stage), but this population was small, identified as
having few, very specific symptoms, directly related to Low-T (like low
free-testosterone levels from blood tests or based on an HCP’s qualita-
tive assessment of reported symptoms and subsequent prognosis with a
Low-T treatment). What the company did not know was the large pres-
ence of the PRE-SYMPTOMATIC stage (i.c., the guy that goes online
to talk about his depression and how it’s starting to affect his sex life, not
aware that these could be symptoms of Low-T).

There were over a 100 symptoms characterized as pre-symptomatic of
Low-T, each of which fell into a classification of being mental (e.g., depres-
sion), physical (e.g., loss of muscle mass), or sexually-based-physical (e.g.
erectile dysfunction). Working with the client, we developed a large set of

inclusion criteria based on the presence of these symptoms within certain



MARKET SENSING AND SENSE MAKING 73

class requirements. We leveraged AKUDA technology and designed a
modeling scheme to execute this and capture relevant conversations from
people who are pre-symptomatic of the Low-T journey—a segment that
had previously been virtually impossible to capture. In summary, we cre-
ated an entirely new, relevant patient journey stage for the entire thera-
peutic area, not previously recognized in the industry, and it tripled the
target audience for the company.

Efforts were made by the company to target the large segment of
pre-symptomatic consumers. The results from the follow-up that took
place two years later showed the majority of conversations occurring
online at any given time about Low-T were in the initial and managing
treatment stages (75 percent at a treatment stage) compared to the pilot
that showed less than 30 percent of all conversations occurred at a treat-

ment stage. The key results of this study are summarized in Figure 4.6.

Case 4: Market Sensing and Response Emotions Across Segment
and Patient Journey

Objective: Provide a deeper understanding of cancer patients of a specific
type and their emotions as they progress along their journey from recently
diagnosed through treatment to remission or progression of disease to
shape messaging and engagement.

Challenge: Many long and deep cancer discussions are full of emo-
tion but often vague as to specific cancer or stage of therapy. Emotion is
contextual and difficult to discover and track in significant number with
acceptable accuracy.

Approach: Specific study of patient journey and emotions along journey.
AKUDA developed models to identify specific cancer and stage from con-
versations (millions a month) and channel relevant conversation streams
for analysis. ListenLogic Analysts developed accurate, cancer specific, emo-
tional classification models and validate across stages. ListenLogic Analysts
used data for segment, channel, influencer, and insight discovery.

Resulrs: Company learned that the emotions found in the first stage
(diagnosis) of the cancer journey coincided with existing content and
messaging, however the emotions mapped across the middle stages of

the journey (initial treatment and regression) were unexpected and did



MARKET SENSING TODAY

4

$109J0 IPIG e

JudwIea}

uonedyIpow
JUSUIRIL ] e

ssauaa1ydaffo usmwduoo puo

duerndwos /

uoIs1Ip

| Jean) Jeniul :wu.: ,

juauizeany \_.otm\w aursaq 3 uop /ruduiiedaly

swnsa1 /doy Sumunuo; s
mut E

[Emur uo apa(] s1sousel(]

Bursop/

AOUIIIPY e AOLIY === UOHEBLSIUIWPY/ =mme  IDURINSU] =

Funsay,
<10 4 Suoneynsuod  ddy i | sse/swoidwis
Burosispun) 10y “da1g /e Ajaeg

‘aunasnq

850'€0p=1

1800/ Joedur

s BuIsa

.

99°8T

%L 81

0
000'0¢
000'0%

000!

00008

000001
000°0Z1
000°0F1
000°091
000°081
00000

N-MOTI104

%1LT

uopen|eAd-d1
1y Surdeuey

96°0T
UOISIdP
JudwIedT) [RRIU]

%961

sisougerp
9 UonEIMSu0)

%t Th

$59U2A139})0 uSredwed 1§ ‘Quipdseq ‘A419400s1p yied aseyang

Jnewoydwig

0
000°0Z
000°0%
00009
00008
000001
000071
000°0F1
000091
000081
000007

LOTId

‘C1200081p YInd 2sPYoUNJ Q°p 24ns1]

Qwnjoa

SIS = SWOIAWAG = [RIO] s

XA
UOISSNISIP dUI[UO Ul
17M07 JO uonIus0dd)
onewoidwAs
Y3 ul Yiys
Jeqols & Sunesrput
‘syudwean)
Burssnostp
mou are syuaned
30 Auofew a3
Jey3 sjeasa Aduanofl
Juoned J-mo oy
JO JuUAWISSAsSE UE
soBueyp usredwed

s puelg 104y

(¥107)
SSOUIALIDIJO

ugredwed 350

adeas Aouanol
Pnewoydwig
21, 191[183
ue jo Apiqissod
® supedrpur
SSaU[[1 Y30
3O IX3U00 A3 Ut
1:M07 jo swoidwAs
Suissnosip
d1am syuaned
Jo Auofew ay

(2107) dutpseq
19 19402SIp
red aseydang



MARKET SENSING AND SENSE MAKING 75

Emotions across segments

‘ = Strong association  @= Average association = Weak association
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n = 49,810

Figure 4.7 Emotions across segments

not coincide with the existing strategies that focused on those segments.
Based on our findings, content and messaging for those segments was
revamped to reflect the emotional insights from our analysis. The key

results of this study are presented in Figure 4.7.

Case 5: Outside-in Market Sensing: Challenging the Status Quo—
Survey Versus Unguided Organic Social

As reported by Day, the importance of outside in strategic thinking chal-
lenges the bias perspective defined by the corporate culture and history.
“The essence of this approach to strategic thinking is for management to
stand in the shoes of the consumer (as well as the channel partner and
competitor) and assess the firm’s offerings and value proposition.”

Objective: Obtain a clean signal from social to identify and track over
50 very specific issues company has been tracking for decades through
extensive legacy methods of open and closed-ended surveys. Correlate
results with survey results to identify gaps and validate or challenge survey
results using unguided social listening.

Challenge: Online insurance conversations are extremely high volume
(tens of millions a month) and noisy, spammy. Brands’ extensive advertis-
ing, sports sponsorship, and online content marketing add significantly

to noise.
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Approach: AKUDA developed models to eliminate noise of consumer
and irrelevant conversations (10+M/Mo) and models to identify specific
conversation streams for analysis. ListenLogic Analysts used data for
extensive study and continuous tracking of customer.

Results: Legacy survey questions may be driving the analytics indicating:

A 4x greater emphasis on pricing than exists organically online
A 7x greater emphasis on Premium Increases than exists organically

online
Organic Unstructured Social Discovery indicated consumers are:

4x more likely to talk about claims online
10x more likely to talk about switching companies online

10x more likely to discuss competitive products online

Next steps—Survey design changes are being tested to include new
open-end claims related questions. Client is extending the analysis to
include all its Internal Unstructured Data from call center voice and text,
open-ended questionnaires, and unsolicited communications from cus-
tomers to gain a holistic view of the customer and integrate this with
structured data from cancellations, renewals, and switching to under-
stand the why of customer behavior. The key results of this study are
summarized in Figure 4.8.

These five cases illustrate the range of market sensing decisions for

which digital ethnography can be used. They are summarized in Figure 4.9.

Practical Implication of Real Time Unstructured
Data Analytics

Real time Unstructured Data analytics is a game changer in the areas of
market sensing, sense making, peripheral vision, as well as real-time mar-
keting actions. Real Time unstructured Analytics are being used today for

a wide range of marketing and other corporate uses including:

* Innovation and product development

* DPre-launch and launch tracking and real time adjustments
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Guided survey versus Unguided social question bias versus Organic
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Figure 4.8 The former guided surveys versus organic discovery

Overview of the five cases and the decisions they impacted

Marketing sensing re: Case
1 2 3 4 5
Discover & evaluate new market segments v | v
Discover unmet market needs v v
Discover path to purchase 4
Insights to communication strategies v v | v
Insights to product innovation v
Measuring effectiveness of marketing programs v
Customer engagement v
Identify the bias of traditional survey v

Figure 4.9 The latter guided surveys versus organic discovery

* Marketing and communications monitoring

e Risk, reputation, and crisis management

* Real time personalization of content

71
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* Real time advertising targeting
* Deep learning of attitudes, intentions, emotions, and behavior
* Real time competitive actions and reactions

* Real time market pivots

The depth and breadth of the information now available combined
with the accuracy and speed at which we can understand and use mar-
ket information enable the vigilant and agile organization to identify
new opportunities and avoid threats in real time. While it is difficult for
even the most vigilant and agile organization to digest and make sense
of the new streams of information in real time, fortunately, a firm only
has to make sense of its markets faster than its rivals to gain a sustainable
advantage.®

These real time capabilities are the true game changer. Changing
the traditional market sensing approaches from the analysis of historical
data, with or without forecasting, to a real time analysis of unstructured
data and its integration with structured data is a fundamental paradigm
shift. Today, when we live in an environment with an exponential rate
of change, it provides the tools needed for outside in strategic thinking.
When such real time data is integrated in the organization’s manage-
ment dashboard, the market sensing becomes a powerful risk manage-
ment tool and key to the identification, screening, and evaluation of
innovative opportunities. It is a must have for any agile and innovative

organization.

Integrating Unstructured Data Analytics
in a Market Sensing System

Unstructured Market Sensing is not the be all to end all for research
and it is not without flaws. But Unstructured Market Sensing, that uses
state-of—the-art technology and proven methodologies that address the
five challenges outlined in section “Unstructured Data Analytics and Its
Challenges” is the largest, deepest, continuous, and real-time source of
consumer interests, needs, perceptions, preferences, and intended and

actual behavior available to researchers today. It is the most timely and
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efficient way to discover and track emerging trends, shifting trends, and
market disruption, and the real-time source of competitive intelligence.
Unstructured Market Sensing can replace some current methods because
it does it faster and less expensively, but it is best when used as a fore-
runner of and in conjunction with existing methodologies. Unstructured
Market Sensing discovers the questions and conversations consumers
have but it cannot ask questions or offer choices like a traditional survey.
Most importantly Unstructured Market Sensing is most powerful when
it looks at external and internal unstructured data and is combined with
structured information and other ways of answering the why.

The solution to conflicting and imprecise market information lies in
the fusion of multiple data types and sources to provide an integrated
picture. Actual numbers of sales and users behavior from structured data,
and the results of carefully designed experiments, and increasingly, data
from the Internet of everything when combined with attributes, inter-
ests, emotions, and intentions of the people driving those clicks from
unstructured conversations, provide deeper insights into user, and pros-
pect behavior and actual business outcomes and better insights and early

warning signals for market sensing.

Conclusion

Sophisticated unstructured big data analytics, batch and real time stream,
applied to the vast amount of open social and open Internet content
as well as internal unstructured customer data, provide the best tools
for market sensing, peripheral vision, and sense making. Listening and
discovering without predetermined bias at tremendous scale, it deliv-
ers broader and deeper insights, extending our knowledge across more
domains than ever before. It often challenges or disproves long held but
incorrect beliefs caused by outdated mental models. Unstructured Big
Data analytics opens a new world of discovery—when combined with
real time structured data, it enables us to see emerging trends and shifting
trends earlier than ever before. Finally Unstructured Big Data Analytics
enable a new class of predictive analytics not possible with structured

data alone. Adding digital ethnography and its real time capabilities
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to our set of market sensing tools adds greatly to our ability to deliver
the promise of market sensing as envisioned by Anderson, Narus, and
Narayandas’ to “enable firms to formulate, test, revise, update, and refine
their market views, which are simplified representations of the market

and how it works.”

Notes

Based on the extensive experience of AKUDA labs & Listen Logic
Day and Schoemake (2006).

See Preface.

See Preface.

Gantz and Reinsel (2011); Nair and Narayanan (2012).

See Preface.

Anderson, Narus, and Narayandas (2008).
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Introduction

Market sensing is now a table-stakes skill for any firm in today’s global
economy. Each week the business press has a story of a firm that over-
looked an emerging trend, like Nokia ignoring the rise of smartphones
until it had fallen far behind Apple.! In part, Nokia missed the signs
because their great market strength was in Europe, Africa, and Asia,
where they were clearly the market leaders, whereas Apple at the time was
much more in tune with the North America region.?

The major advertising holding companies ignored the rise of Google
for far too long just because Google had a different business model and
was selling advertising space a whole new way in a whole new place called
the Internet. Today Google is the largest advertising firm by revenue and
market cap in the world. Meantime, the big holding companies are scram-
bling to gain digital advertising skills and business models.

Part of sensing the market today requires an expanded perspective
on geography, category boundaries, and what is possible. The soft drink

companies are just now waking up to the long-term decline of sugared
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soft drinks as the centerpiece of their portfolio as informed consumers
concerned about oral care and obesity move toward healthier options.?
The signs from health care experts, consumers, and competitors have been
out there for some time, but the mainstream soft drink producers have
been slow to respond.

Market sensing enables firms to avoid a myopic view of the market,
read or anticipate emerging needs, and more accurately forecast consumer
response to their competitive actions. Kohli and Jaworski® state that
firms with a market orientation are marked by “the organization-wide
generation of market intelligence, dissemination of its intelligence across
departments, and organization-wide responsiveness to it.” Bharadwaj and
Dong® build on this by arguing that firms with a strong customer focus
boast not only finely tuned market learning activities but also an orga-
nizational culture that promotes customer-oriented practices. According
to Day’ the process of market sensing is characterized by open-minded
inquiry, synergistic information distribution, mutually informed inter-
pretations by managers, and mechanisms to implant those learnings in
the collective memory of the organization.

It is important to understand why market sensing is now a required
business practice for most firms. Since the middle of the 20th century,
a power shift has occurred, slowly but surely, toward greater and greater
consumer empowerment. For many decades marketplace power was in
the hands of the manufacturers—in particular large consumer packaged
goods companies and durable makers with deep pockets and dominant
market shares. For example, the Big 7hree American car makers controlled
over 85 percent of the U.S. automotive market for much of the 20th cen-
tury. But in the late 1980s and early 1990s the power of retailers emerged
as new national chains like Walmart, Home Depot, and Target, along
with strong regional players equipped with supply chain management
skills like Walgreens and Ralph’s, began to shift the power away from the
makers. Closely aligned with the shifting power to retailers was a shifting
power toward the media companies who were getting bigger and gaining
increasing power to call the shots. A most vivid example of this power
shift was the rising costs of an National Football League (NFL) Super

Bowl commercial.?
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A new power shift is now happening with the increase in educated
consumers, engaged consumers, and the expansion of the Internet to every
home and every possible device to help consumers gain market power.
They can time shift content. They can manipulate content. They can gain
information about companies and brands anytime and anywhere. They
can buy products electronically. The marketer or the retailer or the media
no longer has full control of communication, distribution, marketing, or
pricing. So at the heart of market sensing today must be the consumer
and a firm’s knowledge about them.

Of course firms must monitor competitors and technology trends,
be up-to-date on emerging markets as well as developed markets, and
be aware of political and regulatory shifts. But all of these contextual or
environmental elements need to be sensed through the empowered con-
sumer’s eyes, ears, brains, and Internet devices. Marketers are beginning
to realize this and are investing more and more in consumer knowl-
edge. However, much of that investment is in gaining information on
behavior. ...the what. What are they buying? What are they watching or
reading? What are they doing now? What are they planning or intending
to do?

In a Marketing Science Institute article, Fournier’ wrote that ana-
lysts have a tendency to “reduce the data to empirical relationships with
correlations like People in zip code X tend to buy peanut butter sand-
wiches.” Although analyses like that are a little bit helpful, she goes on
to add, “This information is without meaning. We are overly enamored
of numerical information when we should be focused on meaning.”
Fournier urges researchers and marketers to care about the why. Why
do they like peanut butter sandwiches? Why are the watching reruns of
Dr. Who? Why are we struggling with obesity? Why do so many people
love Apple so much?

Successful brands today clearly have been thinking about and digging
into the why of behavior or nonbehavior. Almost every firm today has
what or how many information, so this arena of what or how much or how
many is not where competitive advantage comes from or where startups
get their ideas. The best way to learn about the why is to focus on people

(customers, prospects, and brand ambassadors), and dig deeply into the
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meanings they associate with a brand, product, or service and the moti-
vations for their behavior.

This chapter provides an example of how the funeral industry demon-
strated its market sensing capability by using a qualitative research
approach known as Zaltman Metaphor Elicitation Technique (ZMET),
which is based on understanding how consumers make meaning and
how the subconscious mind impacts emotions and choices. The research
enabled the industry to understand the thoughts and feelings of the con-
sumers it is losing and in turn provided firms with fodder for new com-
munication and innovations that may win back the kind of consumers
who are increasingly turning away from funeral homes and instead opting

for cremation and no end-of-life service.

Background on Market Sensing Research
for the Funeral Industry

The death care industry has experienced steady change over the last
three decades. Increasing numbers of consumers have opted for crema-
tion rather than more traditional services, which has translated into lost
revenue for funeral homes. Meanwhile, funeral directors have struggled
to adjust because they generally have not fully understood the reasons
behind these shifting consumer preferences. This chapter details how
the Funeral Service Foundation, an industry organization that serves
funeral professionals, used a qualitative market research approach
known as ZMET to understand the minds of those consumers who
are leading the trend away from traditional end-of-life services. This
is an example of the information acquisition step in Day’s'® model of
processes for learning about markets.

The research examines how this specific segment of consumers feels
about not only traditional services but also the kind of ceremonies they
would like for themselves. The insights that emerged can influence the
kinds of questions funeral directors ask during the planning process,
how they frame themselves in their marketing communications, and
how they arrange the physical layout and floor plan of their funeral

homes.
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The death care industries are divided by practitioners into three

segments:

* Funeral homes who primarily care for the body of the
deceased, perform and orchestrate services, and help families
comply with regulatory requirements

* Cemeteries who provide and maintain permanent places for
disposition of bodies and memorials

* Cremationists who specialize in the removal and disposal of
bodies through cremation. Typically, this segment limits its
offerings to few or no services. Providers focus, instead, on
a low price strategy that encourages the consumer’s natural

death avoidance behavior.

The research highlighted in this paper focused primarily on the funeral
home segment.

Growth in cremation rates has been a significant trend for more than
30 years. Up until 2008, cremation had been encroaching on market
share by a steady 1 percent per year. In 2008 that growth rate doubled
and has continued at this new pace through the present. This is prob-
lematic for the funeral home and cemetery segments because a cremation
most often translates into significantly lower and even no revenue. In
most areas of the country, cremation margins are less than half of burial
margins."

While cremation, as a form of disposition, dates back to the early
part of the 20th century; until 1980 it represented less than 5 percent
of all deaths in North America. The advent of direct disposition really
began in the late 1970s. Starting with the bellwether states of Florida
and California, this disposition only service grew rapidly in those states
and then spread nationally. Currently, almost half of the deaths in the
United States—and a higher percentage in Canada—involve cremation.
The majority of cremations involve no service other than disposing of the
body and local regulatory compliance."

Funeral service, meanwhile, was completely unprepared for this

change. This is perhaps unsurprising. The funeral industry had changed
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litcle for many decades, and many funeral homes had been performing
essentially the same tasks in essentially the same way for generations.
However, organizations and industries that have mastered a way of serving
customers are prone to inertia and rigidity, and thus often react slowly to
shifts in the market.'

Until the Federal Trade Commission put a stop to it in 1984, it was
the prevailing practice to sell merchandise in the form of caskets and vaults
and give away the accompanying service. Cremation eliminates the need
for the most lucrative merchandise offered by the trade. Although it may
seem obvious, funeral home owners did not realize that this change sig-
naled merely a change in consumer preference. Instead, they interpreted
it as an outright rejection of the value of funerals and, in turn, funeral
directors. So when a customer chose cremation, most funeral directors
simply assumed they wanted no service. Over time, consumers adapted
to this attitude and made the connection between cremation and low cost
at the market level.

Locked in, as they were, to the sale of merchandise, funeral directors
were unable to find a way to replace the loss in revenue. Further exacer-
bating this phenomenon was their almost complete reliance on the mer-
chandise vendor for direction. For more than two decades this alliance
caused the profession to continually raise prices on burials while actually
lowering prices on cremation. The resulting chasm between the cost of
cremation and the cost of burial is believed by many to be one of the
catalysts resulting in the recent doubling of the growth in cremations.

As this trend has grown, the resulting erosion of revenue with its
accompanying shrinking margins has created significant financial stress
and spawned questions about the future viability of many funeral
homes. Numerous research projects have been undertaken in an attempt
to discover the drivers and motivators behind this zew consumer. How-
ever, this research has been focused more on monitoring the changes in
the marketplace and posing survey-style questions about behavior. As
Day" points out, those questions are unlikely to yield crucial insights
into latent consumer needs. For instance, The Wirthlin Report has been
repeated every five years as a joint project of the major trade associa-
tions. It studies the preferences and buying patterns of consumers across

the United States. Unfortunately, these studies have limited themselves
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to reputation questions and fop-of-mind awareness. Traditional research
such as this has simply documented the advance of cremation. No
attempt had been undertaken to answer the question, What do these

people really wani?

The Research

The Funeral Service Foundation (FSF), a not-for-profit organization ded-
icated to the advancement of funeral service, turned to unconventional
market research (something other than surveys or focus groups) to answer
this question. The FSF sought to help its members (funeral directors and
other industry professionals throughout the United States) understand
the thinking of Baby Boomers who represent the leading edge of this
change. This was an important initiative because the foundation’s mem-
bership consists of a number of smaller firms, many of whom likely lack
the resources necessary to engage in systematic and effective market sens-

ing on their own.'

The FSF commissioned a qualitative research study
using the ZMET to uncover the unconscious emotional reasons behind
the shifting consumer preferences.

ZMET is based on several fundamental principles about the human
mind and how people make decisions. First, most thoughts occur uncon-
sciously."” Therefore, direct questions to consumers about why they make
the choices they make are likely to lead to surface-level rationalizations,
at best—and unintentionally misleading responses, at worst. A related
idea is that emotions play a critical role in consumer behavior." There-
fore, organizations that hope to influence consumer choice must explore
people’s unconscious minds to understand their basis for their beliefs and
behavior.”

Incorporating insights from clinical psychology, art therapy, cog-
nitive neuroscience, and other disciplines, ZMET uses the power of
metaphor to unlock consumers’ most deeply-seated emotions and feel-
ings.”” Metaphor—defined by Lakoff* as the conceptualization of one
mental domain in terms of another—is not just a rhetorical device; it
is critical to humans’ conceptual system. Essentially, metaphor is what

makes learning possible and is a key lens through which we interpret
the world.”
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The ZMET process begins by asking respondents to collect images
that represent their thoughts and feelings about the topic of interest. Typ-
ically, respondents clip these images from magazines or newspapers or
find them online, but occasionally people are motivated to create their
own images. The pictures serve as a starting point for a deep discussion
of the topic, as trained interviewers use laddering—questioning intended
to elaborate the psychosocial and emotional consequences of a particu-
lar choice or preference—and probes specifically intended to explore the
meaning of various spoken and visual metaphors.”» ZMET interviews are
one-on-one discussions between a trained interviewer and a respondent
that last between 90 minutes and two hours. Interviews typically take
place in a market research facility. Analysts then read transcripts of the
interviews with an eye toward the patterns of metaphor across the sample
that explain consumers’ mental model for the topic.

Day** describes several common market sensing activities designed
to identify latent needs in the marketplace. As he explains, surveys with
scaled response categories do not get far below surface-level thinking and
are poorly suited for understanding consumer psychology. Another fre-
quently used tool, the focus group, is hindered by issues of groupthink
and social dominance, and does not allow enough time for a modera-
tor to deeply explore the thoughts and feelings of any one individual.”
Ethnographic approaches, in which researchers watch and analyze how
consumers interact with a product or service in real time, can have value;
however, these techniques typically don’t allow for an investigation of
why consumers are behaving as they are. Day identifies several effective
techniques that can generate insights that help organizations anticipate
market needs. ZMET falls into a category of what he calls story-telling,
which consists of extensive open-ended questioning about how customers
behave and feel, with the goal of understanding the unconscious beliefs
and motivations that underlie their behavior.

The goal of the ZMET research was not to ask respondents to play
Sfuneral director and generate specific ideas about how to change the indus-
try; consumers are not a reliable source of such breakthrough solutions.*
Rather, the objective was to understand consumers’ latent emotional
needs and to use that to inform and guide the creative thinking of people

inside the industry.”’
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Project Design

In June 2012, Olson Zaltman Associates conducted 16 ZMET interviews
with consumers who probably or definitely want a nontraditional end-of-
life service or ceremony for themselves. (Nontraditional was defined as
a service without the body of the deceased present, one led by someone
who is not a member of the clergy, one that is not a religious service, one
that is conducted significantly after the death occurred, or one that is not
held in a place of worship or funeral home.)

All respondents were between ages 50 and 70 years and had thought
about or begun the process of planning their own end-of-life ceremony.
The sample was split evenly between men and women and included a mix
of race, ethnicity, and religious affiliation.

Respondents were asked to collect two sets of images in advance of

their interviews:

* Three or four pictures that represent your thoughts and feelings
about traditional visitations and funerals; and

* Three or four pictures that represent your thoughts and
Jeelings about your end-of-life service or ceremony and what it

means to Jyou.

These images were visual metaphors that represented respondents’
thoughts and feelings, and they served as a springboard into a deep dis-
cussion of the unconscious ideas that people had in their minds about
funerals.

Interviews lasted 90 minutes and were conducted in Overland Park,

Kansas, and Atlanta, Georgia.

The Insights

In response to the portion of the assignment focused on traditional vis-
itations and funerals, respondents assembled an assortment of gloomy,
haunting pictures. They included an image of a shark hunting for prey, a
black-and-white rendering of a barren tree in front of a small and appar-

ently abandoned church, a man walking alone down an imposing set of
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stairs with his head bowed, and a Dali-esque portrait of an eye peering
through clouds and weeping tears into a body of water.

The imagery combined with the language respondents used to explain
their meaning suggested that these consumers frame traditional funerals
as akin to a lonely, lifeless tomb. It is important to note that tomb, in this
case, is a metaphor for the emotional experience people have at these
kinds of services.

Traditional funerals feel like lonely, lifeless tombs in three ways: The
setting of the service, the mood, and ultimately how those in attendance
feel.

The setting of the traditional service gives these respondents a sense of
claustrophobia, both literally and symbolically. They describe the interior
and furnishings of funeral homes and churches to be somewhat oppressive,
compelling them to suppress their thoughts and feelings. One man brought

in a photograph of the interior of an old country church and noted:

This reminded me of the stuffiness of the environment. My moth-
er’s funeral was in a church like that. I had a lot of memories of
being suffocated in that church. [That is] how I felt in that envi-
ronment. It was just uptight. It kept everything intact and locked
down rather than encouraging people to be who they want. My
mother’s church had very low-key, staid protocols. And the funer-
als were that way, too. The tone of the funerals was very death and
down. ...[Churches and funeral homes] separate you from the

outside like a coffin. You feel enclosed.

In addition, the mood of traditional funerals was portrayed as dark
and gloomy. As the respondent above alluded to, typical services seem to
be solely about sadness and loss. When that is the case, it becomes diffi-
cult to see through the metaphorical darkness to truly understand more
about the life of the deceased. Too often, the specific things that make
each life unique are overshadowed by dry, impersonal platitudes about
death. One participant clipped an image of Whitney Houston, who had
died a few months before the interviews took place. The picture listed her
year of birth and year of death, separated by a dash. For that respondent,

the most important part of the image was the dash.
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Those are the years you actually lived. So many things that you
did and all you get is a dash. In the dash there is good times, bad
times, great times. So many memories. There is so much that has
happened in a person’s life that you don't really get to know and
express during traditional services. There’s so many things that in
a traditional funeral get overlooked. You don’t get a chance to see

the total person.

As a result, people told us that when attending funerals like this they
feel alone and uneasy—something they don’t want their own friends and
loved ones to experience. The feeling of loneliness seemed to be partic-
ularly acute for men, who felt isolated from other mourners and who
didn’t see the funeral environment as one that allowed them to connect
with others and express their emotions and memories in a way that felt
comfortable.

Other respondents confessed to feeling uneasy with death and the
open display of intense emotion, which contributed to their negative
impression of traditional funerals. Often these uneasy feelings dated back
to early childhood experiences. The respondent who brought in the afore-
mentioned image of the shark on the hunt used that as a metaphor for
this idea:

If you're under water with a shark, obviously youd rather be on
the surface. Nobody wants to go to a funeral. Funerals early in
my life were kind of fearful. I think just being in the room with
lots of people crying, that was very uneasy for me, even as a little
child. The close relatives look a mess and are just destroyed. It’s an

emotionally charged time. You don't want to be there.

Respondents also felt as if they were being controlled. This is another
experience they do not want their own friends and family to endure, and
one that creates a general cynicism about traditional services. One respon-

dent demonstrated this with a story about her grandmother’s funeral.

Traditional services are almost a lecture, of sorts. When my grand-

mother died, there were readings from the Bible but they were
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readings about sorrow. It was almost like we were being forced
to feel sorrow instead of celebrate. I almost think of traditional
funerals as puppetry with someone in control manipulating the

people in attendance to act the way they feel is appropriate.

This tomblike experience in which people feel stifled, isolated, and
controlled is problematic because it doesnt facilitate any kind of mean-
ingful change or transformation. Mourners walk in just as sad and emo-
tionally bereft (if not more so) as they were when they walked in. The
overall message of these services seems to be almost completely about loss
and finality.

The insights into how these consumers think and feel about traditional
funerals are summarized in a consensus map—illustrated in Figure 5.1—
which is a model of the key concepts discussed and the linkages among
those ideas in consumers’ minds.”® The map shows the key emotions that
consumers want to avoid—deep sadness and the frustration of being con-

trolled—and the aspects of the experience that can trigger those feelings.

Deep, unresolved I feel
sadness controlled, frustrated
4
Can’t connect Focus on death, I cannot
with others not life express myself
A
Repressive

environment

Poor lighting, Formulaic
grim decor services

Figure 5.1 Consensus map for how the segment of consumers thinks
and feels about traditional funerals
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In contrast to the lonely, lifeless tomb metaphor, the kind of service
these Baby Boomers want for themselves is more akin to a crowning
performance. This performance, like all performances, has three key roles
that need to be fulfilled—writer, director, and star. The respondents in

this study want to play all three roles.

The Writer

Respondents frequently used book metaphors to describe their lives, as if

they see their lives as an autobiography to which they are adding each day.

A funeral is closing the Book of Life. That book is the life you
lived. Every day is a different page.

It’s the end of that chapter. [The chapter is] common experi-
ences, shared beliefs, words that were memorable, occasions that
stood out. [When someone dies] that chapter comes to an end.

It’s closing the book. We all have books, we all have chapters.

We have our history and experiences.

The Director

These respondents expressed the desire to bring their story to the stage in
whatever way they deem appropriate. They seck control over (or at least
a voice in) five different aspects of that performance. Not all five of the
following elements were important to all people; however, some subset of
these elements was relevant to everyone in the study.

To describe the mood that they wanted at their service, respondents
brought in colorful images of people dancing, fireworks, balloons, and
grown adults acting in childlike ways. The theme was one of celebra-
tion—in contrast to desolate images used to express how traditional
services feel. Although the funeral industry commonly uses the term ce/-
ebration of life, it is clear that these consumers believe traditional services
fall short of what they deem to be a true celebration, in which a person’s
life, values, and achievements take center stage and the focus is on the life

that was lived rather than the sadness of death.
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For some respondents, the setting of the service was of particular
importance. One man from Atlanta symbolized this idea with an image

of the woods near his childhood home in rural Virginia.

[This] is where I grew up fishing. It is a place that has meaning for
me. That would be a good place to plant me, if it was available.
I would be happy there any day of my life or any day not in my life.
I have had good memories fishing in that spot. I have good mem-
ories of my grandfather in that spot. Lots of good things there.
I always want to get back to that spot so it must have a powerful

draw.

What we called the soundtrack of the performance—the music that is
played—carried considerable symbolic meaning. Some people expressed
a desire for hymns at their service. Other preferred popular music—like
the participant who wanted Beatles music because their songs were big
hits when she was growing up. Yet, regardless of the specific musical
genre someone preferred, the common thread is that people wanted
music that said something about them and represented their life or their
values.

Props—the various personalized items on display around the room—
are an especially important part of the service many Boomers envision.
A respondent recalled a small, informal get-together at the home of a
friend who had died and the central role that the man’s personal belong-

ings played in that quiet valedictory.

When Jim died, his wife asked us to come and celebrate his life by
sitting in a room [with] the possessions that had a lot of meaning
for him. His fly rod, his tobacco pouch, his pipe, flies that he tied,
and his fishing vest were all on the table and we talked about him
in a circle. His kids were there, his dog was there. I read a poem
that I had dedicated to him. So we celebrated his life rather than
marked his death.

Finally, what we called costumes (to fit in with the performance meta-

phor) were important to some. This could mean the clothes worn by the
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deceased, either in the case of an open-casket funeral or in photographs
displayed in the room. It could also refer to the mourners™ attire. One
respondent took inspiration from a memorial service for a friend in which
the wearing of black was forbidden. The family of the deceased sat in the
front row, resplendent in a rainbow of blues, greens, golds, and reds. The
clothing established the tone as one of celebration and gratitude rather

than one immersed in grief.

The Star

On the day of the service, respondents want their life and values to take
center stage. They want their family and friends to gain a better under-
stand of how they lived their life, their personality, and the things that
mattered most to them. One respondent claimed that his desire for this
kind of service stemmed from a deeply dissatisfying experience at his

father’s funeral.

My dad was a real pacifist and this preacher got up there and
started talking about how he was a war hero in the Battle of the
Bulge. The truth is, he was with the mop-up forces and didn’t see
any action at all. She’s glorifying him, and its a bunch of B.S.
It didn’t have a lot of meaning, did it, if it wasn’t accurate? It
makes me want to steer away from the traditional type [of funer-
als]. If several people were to get up and talk about their own
experiences it’s more reality, not fabricated to sound good. Very
candid—good or bad. I think everybody [would] walk away with

a little better interpretation of the person’s life.

These true, honest stories would drive home the main point that these
respondents hope to communicate in their service—that their life mat-
tered and that the world was at least a slightly better place for their having

been in it.

I think everybody want to be remembered to a certain extent.
Some people do great things and they are remembered that way.
Other people are remembered by their family and friends. When
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you have a celebration at the end of your life, it gives your life that
last little bit of credence. Youve touched people. There should
be something that everybody should look back on and feel good

about. [It is a reminder that] you made a difference.

These kinds of customized, uplifting celebrations have the potential
to transform mourners in a way that these Boomers believe traditional
services cannot—moving people from a state of mourning and sadness to

a feeling of appreciation for the time they spent together.

When we left [my friend’s funeral] everybody was laughing and
talking about the person because we saw all the happy moments
on DVD, the person moving around live. When we went to the
party afterward, everybody was in a festive mood. We didn’t grieve
her life, we celebrated her life. I didn’t leave heartbroken. [My
heart] was sliced but it wasn't broken. When I walked away from
there, I thought [she was] sort of still with me. I was basking in

her achievements and her friendship and what she meant.

These consumers’ thoughts and feelings about what they want in their
end-of-life service or ceremony are summarized in a consensus map. This
map can serve as a creative playing field upon which funeral directors can
think about various ways to make the deceased appear like a star on the
day of their ceremony. In a sense, services like these help the deceased
achieve a form of immortality, assuring that they live on in the best pos-

sible way in the memories of the living.

Managerial Implications

The ZMET research suggests that although this segment of consumers
tends to respect, they nonetheless view these practitioners as rigid and
inflexible guardians of tradition. Not surprisingly, the physical aspects of
facilities, messaging, and even staff demeanor often reinforce this stereo-
type. These insights into the thoughts and feelings of those on the lead-
ing edge of consumer behavior led to a number of ideas for how funeral

homes can adapt in order to remain relevant.
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Messaging

The commonalities among consumers ran far deeper than surface-level
demographic differences such as race, religious affiliation, and geographic
location. In this research the notion that a funeral should celebrate the life
of the deceased and should tell the story of how their life mattered was a
universal idea.

However, consumers do not see funeral directors as the kind of cre-
ative resource they need to help create these customized services. In fact,
it isn’t clear that funeral directors see themselves in that way. A small
sample of interviews conducted with funeral directors suggested that they
describe their primary mission as one of healing, not creative thinking.

Therefore, it is critical for funeral directors to rebrand themselves as
caring creators whose mission is to help design services that celebrate each

individual’s unique contribution to the world.

Creating a nontraditional service

Funeral directors could begin to think about the process of creating a ser-
vice as a multiphase process, and one that requires them to play a slightly

different role at each phase.

Step 1: Starting the conversation. Upon the first meeting with a con-
sumer who is preplanning her service—or even during the first
meeting with family members who have just lost a loved one—the
funeral director should act like a 7esearcher and try to understand
who this person is (or was) and why the person’s life has signifi-
cance. What events helped to shape them? What accomplishments
are they most proud of? What are their hobbies, interests, and
activities?

Step 2: Working out the details. Those who are preplanning prob-
ably already have a general idea of the kind of service they want;
however, they likely need some inspiration to help them bring their
story to the stage. The funeral director’s role at this phase is to be
like a 7use who can spark that kind imaginative thinking and help

people understand what is possible. The director could work with
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consumers to customize important aspects of the service including
(but not limited to) the mood, setting, music, props, and attire.
Step 3: Managing the service. On the day of the service, the direc-
tor takes on the role of stage manager, ensuring that the plans are
carried out and everything flows smoothly. Consumers already see
funeral directors as efficient stage managers; however, with non-
traditional services, the funeral director must be flexible because
the location and other details of each service can vary significantly
and some services will be rather free-slowing and improvisational

and thus cannot be managed in a fixed, rigid sequence.

It would be important for funeral directors not only to adopt these
roles but also to communicate about it, so that consumers begin to see
the funeral director as a valuable creative resource, not just an efficient

planner.

Funeral home design

Funeral homes should seek to mitigate the feelings of confinement and
control and instead create an atmosphere that encourages openness.

In some ways, most funeral homes are built inside-out, with chapels
located in the interior and offices along the perimeter, with windows fac-
ing the outdoors. Instead, architects and designers should consider mov-
ing the chapels to the perimeter, thus allowing more light and elements
of nature into the service.

Other ideas include installing more furniture with rounded edges,
which can make a space feel less intimidating.” A chapel with a living-room
floor plan could replace the rows of institutional straight-backed chairs.
Outdoor mourning spaces with campfires, grills, and portable bars—or
even a man cave area with pool tables, TVs, and a bar—could encourage
mourners to share their stories and emotions in a more informal setting.
Rooms or displays with writeable walls could let mourners express why
the deceased made an impact and why their life mactered.

Although not yet pervasive, a number of practitioners and vendors
are successfully experimenting with the insights gained from the research.

Indeed, some forward-thinking funeral homes were taking these first
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steps even prior to the ZMET research. Visuals in some messaging have
begun to shift from the somber, compassionate funeral director to uplift-
ing visuals of the deceased during their lifetime. Some have updated their
physical settings with a shift away from dark or earth-tone décor to lighter
and more uplifting colors. Still others have adopted dramatic changes in
venue; instead of single purpose facilities with fixed pew chapels, they offer
multipurpose facilities that quickly can be transformed from a formal
to informal style. Some funeral staffs exchange formal business attire for
a business casual look, and instead of meeting with families in offices,
they are experimenting with making arrangements in more casual set-
tings within the facility, like coffee lounges. Some are even abandoning
the casket selection room (an off-putting area for many consumers) in
favor of electronic video demonstration screens. Of particular note is the
increased willingness to hold services and receptions without the body

present.

Conclusion

A new narrative has been introduced to replace the order taking style
of funeral arranging. This narrative is expressed in a teaching style that
invites the family to explore the emotional experiences they want an end-
of-life service to provide and then how a variety of options can help them
meet their individual needs. This narrative has been especially successful
in opening up possibilities for those who might have otherwise opted
for no service at all. Overall, the profession is slowly moving toward a
more customer focused and individualized event structure to emphasize
the final message of the deceased and their impact on the lives of others.
The ZMET research has helped the funeral profession face the fact that
its conventionality and traditionalism was threatening its very existence
and has enabled the industry to begin to grasp what modern consumers
are looking for. As initial experiments with new approaches succeed, they
likely will trickle down to the rest of the profession. Although it will be
too late for some practitioners, for others it will be a new lease on life. For
not only are these changes more attractive to consumers, but they have
the potential to give new meaning and substance to the careers of those

who serve those consumers.
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The funeral industry had enjoyed decades of financial success with an
unchanging model—a recipe for complacency and denial when eventu-
ally confronted with external changes.” By commissioning the ZMET
research and publicizing the results at state and national conventions,
the FSF has taken the first steps toward helping its members learn about
the market—acquiring, distributing, and interpreting information that
presumably will become a part of industry’s collective memory.*" The
next steps in that process are currently unfolding, as the industry fur-
ther develops its market sensing capability. Those actions include mar-

ket experimentations with the insights—what Day®

calls information
utilization—evaluating the outcomes of those experiments, and then
learning from the success or failures. The ZMET study provided some
examples of what the industry could do in terms of communication,
the customized creation of services, and funeral home design but those
examples were by no means exhaustive.

In short, the research was the first step toward a more comprehensive
approach to market sensing and anticipating consumers’ latent needs in
what had been, until fairly recently, a relatively staid and tradition-bound
industry. In the future, the firms in the industry that will thrive will be
those who adapt a more customer-focused orientation and remain vigi-

lant to changes in consumer thinking and in the competitive landscape.

Notes

Troianovsky and Grundberg (2012).

Cheng (2012).

Zmuda (2014).

Jaworski, Kohli, and Sahay (2000).

Kohli and Jaworski (1990).

Bharadwaj and Dong (2014).

Day (1994).

Chemi (2014).

Fournier (2014).

Day (1994).

. Cremation Association of North America (2014).
. National Funeral Directors Association (2010; 2013).
. Cremation Association of North America (2014).
. Day (2011).

00 NN

bk
AL N = o



A STRATEGIC TOOL FOR MARKET SENSING: ZMET 101

15. Day (2002).

16. Lankinen, Rokman, and Tuominen (2008).

17. Tversky and Kahneman (1981); Norretranders (1999, 145).

18. Gutman (1982); Reynolds and Craddock (1988); Walker and Olson (1991).

19. Christensen and Olson (2002).

20. Zaltman and Coulter (1995); Zaltman (1997).

21. Lakoff (1993).

22. Lakoff and Johnson (1980, 9-15); Kévecses (2002, 3—4); Gibbs (2008,
3-16).

23. Reynolds and Gutman (1988); Zaltman and Coulter (1995); Zaltman
(1997).

24. Day (2002).

25. Hauser and Griffin (1993); Zaltman (1997).

26. Hamel and Prahalad (1994, 100-101).

27. Day (2002).

28. Christensen and Olson (2002).

29. Bar and Neta (2007); Dazkir and Read (2012).

30. Day (2011).

31. Day (1994).

32. Day (1994).

References

Bar, M., and M. Neta. 2007. “Visual Elements of Subjective Preference Modulate
Amygdala Activation.” Neuropsychologia 45, no. 10, pp. 2191-200.

Bharadwaj, N., and Y. Dong. 2014. “Toward Further Understanding the
Market-Sensing Capability-Value Creation Relationship.” Journal of Product
Innovation Management 31, no. 4, pp. 799-813.

Cheng, R. June 14, 2012. “5 Blunders That Put Nokia in the Hot Seat.” hetp://
Www.cnet.com

Chemi, E. January 20, 2014. “Super Bowl Ad Insanity Explained in Six Charts.”
htep://www.businessweek.com

Christensen, G.L., and J.C. Olson. June 2002. “Mapping Consumers’ Mental
Models with ZMET.” Psychology & Marketing 19, no. 6, pp. 477-502.

Cremation Association of North America. 2014. CANA Annual Statistics Report, 3.

Day, G. 1994. “The Capabilities of Market-Driven Organizations.” Journal of
Marketing 58, no. 4, pp. 37-52.

Day, G. 2002. “Managing the Market Learning Process.” Journal of Business &
Industrial Marketing 17, no. 4. pp. 240-52.

Day, G. 2011. “Closing the Marketing Capabilities Gap.” Journal of Marketing
75, no. 4, pp. 183-195.



102 MARKET SENSING TODAY

Dazkir, S., and M.A. Read. 2012. “Curvilinear and Rectilinear Furniture
Forms and Their Influence on Our Emotional Responses Towards Interior
Environments.” Environment and Bebavior 45, no.5, pp. 722-34. DOI:
10.1177/0013916511402063.

Fournier, S. 2014. “5 Things I Know About Marketing.” Marketing Science
Institute.  http://www.msi.org/articles/five-things-i-know-about-marketing-
susan-fournier-boston-university/

Gibbs, R., ed. 2008. 7he Cambridge Handbook of Metaphor and Thought. New
York: Cambridge University Press.

Gutman, J. 1982. “A Means-End Chain Model Based on Consumer Categorization
Processes.” Journal of Marketing 46, no. 2, pp. 60-72.

Hamel, G., and C.K. Prahalad. 1994. Competing for the Future. Boston: Harvard
Business School Press.

Hauser, J., and A. Griffin. 1993. “The Voice of the Customer.” Marketing Science
12, no. 1, pp. 1-27.

Jaworski, B., A.K. Kohli, and A. Sahay. 2000. “Market-Driven Versus Driving
Markets. Journal of the Academy of Marketing Science 28, no. 1, pp. 45-54.

Kohli, A.K., and B.]. Jaworski. 1990. “Market Orientation: The Construct, Research
Propositions, and Managerial Implications.” 7he Journal of Marketing, pp. 1-18.

Kévecses, Z. 2002. Metaphor: A Practical Introduction. New York: Oxford
University Press.

Lakoff, G. 1993. “The Contemporary Theory of Metaphor.” Meraphor and
Thought 2, pp. 202-51.

Lakoff, G., and M. Johnson. 1980. Mezaphors We Live By. Chicago: University of
Chicago Press.

Lankinen, J., M. Rékman, and P. Tuominen. 2008. “Market Sensing in the Food
Industry in Pirkanmaa.” 7he Finnish Journal of Business Economics 57, no. 4,
pp- 434-39.

National Funeral Directors Association. 2010. NFDA Member General Price
List Study. Cremation Association of North America 2014, CANA Annual
Statistics Report, 8.

National Funeral Directors Association. 2013. NFDA Member General Price
List Study. Cremation Association of North America 2014, CANA Annual
Statistics Report, 8.

Norretranders, T. 1999. The User lllusion: Cutting Consciousness Down to Size.
New York: Penguin Books.

Reynolds, T.J., and A.B. Craddock. 1988. “The Application of the MECCAS
Model to the Development and Assessment of Advertising Strategy: A Case
Study.” Journal of Advertising Research 28, no. 2, pp. 43-54.

Reynolds, T.]., and J. Gutman. 1988. “Laddering Theory, Method, Analysis, and
Interpretation.” Journal of Advertising Research 28, no. 1, pp. 11-31.



A STRATEGIC TOOL FOR MARKET SENSING: ZMET 103

Troianovski, A., and S. Grundberg. 2012. “Nokia’s Bad Call on Smartphones.”
The Wall Street Journal, July 18. htep:/[www.wsj.com/articles/SB1000142405
2702304388004577531002591315494

Tversky, A., and D. Kahneman. 1981. “The Framing of Decisions and the
Psychology of Choice.” Science 211, no. 4481, pp. 453-58.

Walker, B.A., and J.C. Olson. 1991. “Means-End Chains: Connecting Products
with Self.” Journal of Business Research 22, no. 2, pp. 111-18.

Zaltman, G. 1997. “Rethinking Market Research: Putting People Back In.”
Journal of Marketing Research pp. 424—437.

Zaltman, G., and R.H Coulter. 1995. “Seeing the Voice of the Customer:
Metaphor-Based Advertising Research.” Journal of Advertising Research 35,
no. 4, pp. 35-51.

Zmuda, N. March 31, 2014. “Decline in Soft Drink Sales Accelerates Despite
Big Marketing Investments.” http://adage.com/article/cmo-strategy/soft-
drink-sales-decline-accelerates/292409/






CHAPTER 6

Market Sensing in Practice
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Introduction

When market sensing was introduced by George Day' in 1994, the Inter-
net was at its infancy and methods to sense markets included qualitative
research methods like interviews and focus groups followed by surveys
and other quantitative methods. As noted in Figure 6.1 (adapted from
Day, Figure 6.4),? the horizontal arrow was the process of market sensing
with discrete steps like information acquisition, information distribution,
information interpretation, and information utilization.

On the quantitative side, methods included surveys and databases

that were dated in that they covered historical sales data. Old data is no

Inquiry \ [ \ Todformmeen o \Information \Information

initated interpretation utilization

For website visitors, Google
Analytics is able to help with
information acquisition,
distribution, and interpretation.
Free of cost.

Figure 6.1 Market sensing and Google Analytics
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longer relevant if businesses have to change at least as fast as the outer
environment as Day® points out.

Luckily, every organization with a website has a free tool in Google
Analytics that provides a market sensing opportunity that involves fresh
website visitor data. Installing Google Analytics on a website is simple
and needs a snippet of code that is pasted on the website and detailed
directions are available online.* With Google Analytics, an organization is
able to access website visitor information and completely cover the difhi-
cult tasks of information acquisition, information distribution, and infor-

mation interpretation as follows:

L. Information acquisition: Google Analytics (GA) allows access to a
website’s visitor behavior. From a market sensing viewpoint, infor-
mation is available about how visitors came to the website (for
example, due to web search, web advertising, social media referral).
GA also offers detailed behavior logs of how visitors navigated the
website and where they left the website including abandoning of a
shopping cart after putting a product in it. If demographic data is
switched on, GA provides profiles of customers by age, gender and
in marker information of whether the person is in the market and has
been searching for say, clothing. While the data is anonymous, it is
available within 24 to 48 hours of the web behavior.

2. Information distribution: Information distribution from Google
Analytics is relatively simple. All personnel who would benefit from
looking at the raw data can be given different levels of viewer access
to the data. Thus a profit center manager can be given access to only
the web pages of the particular profit center. By providing access to
multiple individuals across the organization, information distribu-
tion is enhanced including observing data on visitors on your web-
site in real time. The possibilities of the market sensing activity for
the web presence of the business are enormous as is illustrated, later
in the chapter.

3. Information interpretation: Information interpretation in the pre-
Internet notion of market sensing’ depended on the shared meaning

of managers as they delve into organizational memory. The reporting
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and dashboard features in Google Analytics allows the manager to
create custom reports and dashboards that can compare the firm’s
website performance with itself over time and also benchmark its
performance to others in the industry. It is also possible to share
these custom dashboards, both through the GA platform, or as PDF
reports that can be emailed to interested colleagues. Thus, if you
see that in your industry, your visitor bounce rate, that is, visitors
who leave your website after seeing only one page is higher than
your industry, it is possible to investigate reasons and mitigate them
in the content or navigation of that particular page. Above all, a
detailed understanding of visitor behavior allows you to re-examine
the offline behavior of customers that is already known to experi-

enced managers in the organization.

There are numerous success stories® of prominent brands using Goo-
gle Analytics to improve market sensing and sales outcomes. For example,
Puma using Google Analytics could test different headers on the website
that resonated with web visitors. By choosing the most effective header
based on Google Analytics data, sales increased by 7 percent.

The purpose of this chapter is to highlight some illustrations of mar-
ket sensing, in practice that is possible via Google Analytics. The illus-
trations appear in the SmatoServe Blog, written by the author, under the
Google Analytics category and have proved to be among the most popular
Google Analytics Posts on the StraroServe Blog. The original blog posts are
edited for this chapter to be more relevant to the reader interested in the
market sensing possibilities of Google Analytics.

The sections of using Google Analytics for market sensing start with
assuming that potential customers have Googled your product and then
covers a discussion that every business owner feels after starting a website.
I next discuss the impact of search analytics on market research. Follow-
ing the discussion on market research I touch on some key marketing
topics on big data, sales funnel, using Google Analytics data to inform
web content, and web advertising. Lastly, I discuss the need to have a
mobile friendly website to be able to enable market sensing of a frequent

mobile customer.



108 MARKET SENSING TODAY

Assume That Customers Googled Your Product

Question: When was the last time you watched a movie on TV without
checking its reviews? Keep in mind that when a movie is shown on
TV it is not that Friday release but something older. Also a TV movie
means that you have no marginal cost as you are anyway going to pay
the cable bill. Your only additional cost is the time you commit to watch-
ing a movie.

Answer: Most folks are unwilling to invest the average 120 minutes
on a Hollywood movie on a TV run without Googling the movie and
checking reviews on Internet Movie Database (IMDDb), Rotten Tomatoes,

and so on.

Somewhat unkind is the restaurant customer who walks out of a
restaurant, just as the waiter appears, because by this time the Yelp reviews
can be seen on the customers’ mobile phone (see Figure 6.2). In other
words, almost no customer is likely to buy your product or service with-
out Googling it first because people are doing research before spending
only time in front of a TV and before deciding to have lunch sandwich
costing $8. All this is happening because of the fundamental disappear-
ance of information asymmetry. Information asymmetry refers to the

pre-Internet era in marketing’ when search needed significant effort like

Google

_[_

What the Buyer Knows Whae the ssller knows

Figure 6.2 Assume that customers googled your product

Source: www.StratoServe.com According to research by Google, 97 percent of people search
online before deciding to buy from a local business. Ask yourself this one question and you will
realize the extent of this problem (or opportunity) depending on how you frame it.
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visiting different stores or looking for mail and newspaper offers that one
could potentially miss. There was a time that it really mattered to have
the movie or food critic writes a piece in the newspaper. The movie or
restaurant would then take a blurb from the critic’s writing and feature it
in the promo for the movie or at the door of the restaurant.

Restaurants still do this, but frequently the customer decides not to
try the restaurant based on reviews online and does not get the oppor-
tunity to see that wonderful review by the food critic of the newspaper.
In other words, the 7o go decision is being made from the cell phone
browser.

So where does it leave the business?

By assuming that people are Googling your product or service you
can be empowered. Empowered to describe, explain, and justify
why your product or service is great on a continuous basis. You get
out of the mindset that the customer knows less than you about
your industry, your competitors, or about how other customers

feel about different offerings in the industry.

Assuming information symmetry can do wonders for a restaurant.
Let us say that a New England snow beleaguered lunch place is getting
bad or average reviews for its clam chowder soup but people like the pip-
ing hot turkey sandwich and the sweet potato fries. By trying to fix the
clam chowder (relaunched as zew clam chowder) and talking more about
its popular products on the website and social media, the restaurant can
turn things around.

Simply ignoring the customer voice or pretending that new or even
existing customers will not check it is going back to the old times where
information was power. Now that anyone with an Internet connection
can instantly research your product or services gives equal and more
power to the average consumer. In B2B markets, when a buying engineer
Googles something they see, read, and understand things at quite a dif-
ferent and enhanced level than the sales engineer who is trying to make a
sale from a canned sales script. Assuming that your customer has Googled
your product and company, you can go a long way in improving the value

of whatever you offer in the market.
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Our Organization Has a Website: What Next?

We heard from several folks that our organization already has a website,
but we are not sure what to do next. So here are five easy steps to take

(see Figure 6.3):

1. Your stakeholders are on a journey—help them: Whether you are a busi-
ness or a nonprofit you have stakeholders. And these stakeholders are
on a journey to engage with you. For businesses your stakeholders
include (a) customers and prospective customers, (b) suppliers and
prospective suppliers, (c) employees and prospective employees, and
(d) shareholders and prospective shareholders, and alumni in each
category. If you are a nonprofit organization, you need to think of
donors, volunteers, and beneficiaries. Your website should help them
through useful web content.

2. The web content secret—clear, concise, and fun: Web content secret is
not really a secret but seems rather unclear to most organizations.
The secret is really to explain what you do, how you do it, and what
each stakeholder can expect, when engaging with your organization.
Being simple and clear is the goal here. Follow Mark Twain who said,
“I never write Metropolis for seven cents because I can get the same
price for city. I never write policeman because I can get the same
money for cop.” Use hyperlinks to keep the text brief like referring

to the link instead of writing it out entirely.

1. Help

stakeholders

2. Clear and simple

5. Measure
contect
3. Synch content
4. Spend on s
i to plans and
advertising

action

Figure 6.3 Our organization has a website: What next?

Source: www.StratoServe.com
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3. Synchronize web content directly from your organizations actions and
plans: There is a crisis when it comes to updating website content.
Synchronize or tie content updates to the daily stuff your organiza-
tion is trying to achieve. Have an initiative? Have a great achieve-
ment or success? Stopping an activity for a good reason? Putting
out an annual report—don’t just PDF it—spell it out. Your stake-
holders would love to know. Once again do not delete old content
unless it is completely dated, for example if you sold a company
division two years ago. Remember the holy grail of digital marketing
is Search Engine Optimization (SEO) and it depends entirely on
your web content.

4. Spend on advertising but only in addition to the earlier points. Spend-
ing on Google AdWords or other digital advertising and social media
will magnify in impact if you have the above pieces in place; that s,
your website is trying to help its stakeholders, content is clear, sim-
ple, helpful, and updated.

5. Measure, measure, analyze, and reflect. The impact of your website
and digital marketing efforts are easy to track. Even though Google
Analytics is free, most websites either don’t have it installed or they
don’t analyze data on a routine basis. Your content drives traffic that
is free and is the organic traffic. A simple analysis of visitor behavior
gives you clues as to what to do next. For example, people spend a
lot of time browsing some products; can you support those products

with some digital advertising?

These are easy steps that need to be done on a routine. Reviewing
your website marketing for just two hours a month will have much greater
impact than making that one more sales call and, you already know that

each sales call takes more than two hours.

How Google Analytics Improves Search and Changes
Market Research Industry

The market research field before the arrival of the Internet, used to be
just about figuring out what customers preferred, bought, or the media
they watched. The traditional technique of gathering information was

based on statistical sampling (you had to ask a sample of people from
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your target market) and then tried to predict what the rest of your market
would do. All this has changed with web analytics.

Once you start using Google Analytics and other web visitor analytics
programs, you start appreciating the huge customer insight possibilities
from these programs. In the brick world, let’s say you have a retail clothing
store in a mall with shelves of clothing. People seem to be always walking
into the store and many folks are just there to check out your stuff. Even
when you ask them (the classic how can I help you), they seem to respond
the classic—7 am just looking ... you are forced to look away and give
them space.

Contrast this brick store situation to the website of the same store.
Now analytics tells you a great deal about the behavior of each visitor to

your store. These include how the customer:

* Found your store (Internet search keywords, advertising,
direct to website)

* What products did the customer look at and how and where
the customer left the store or exited—whether or not they

bought something

Just the two pieces of the aforementioned information can help you
make changes and see if they work. Let’s say, several visitors look at a
product and then leave it. Maybe just adding better pictures and clearer
descriptions would help—try it!

Now to do the preceding research for a brick store is a huge deal. And
no matter how well you sample and design your surveys and focus groups,
you are really asking your respondents to recall what they did or are likely
to do, not capturing what they actually do. Customer paid panel studies
capture actual behavior but only what they buy not what products they
pick from the shelf and put back! You would, however, get pretty good
results from well-designed surveys, focus groups, and customer panels but
there is this huge cost when you compare it to web analytics which is free
for the most part.

Also, as businesses change their web storefront and content to more
closely match what their visitors are looking for—they help improve the

ability of the search engines to find them by better matching search queries
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to the offer. The better search engine is the one that gets you what you are
looking for and the store or content provider who delivers what the searcher
is looking for tends to be higher on search engines and offers a whole new

opportunity for the market research industry and web marketers.

Why Marketing Is Overwhelmed by IT and Big Data

Compared to other functional areas like supply chain, finance, or HR,
marketing seems most overwhelmed by IT and big data. Edelman® sug-
gests how marketing and I'T might co-ordinate and the blog had exhorted
Ad agencies, marketing, and IT to start embracing this huge data oppor-
tunity in an earlier post on the digital marketing logjam. However, the
question remains as to why marketing seems to be getting most overwhelmed
with big data compared to other organizational functions. So here are

some thoughts:

The sales funnel: A whole bunch of solutions keep getting
thrown at the IT folks in organizations that should help with
the front of the sales funnel. These include lead generation

systems from mailing lists to the website and social media.

Figure 6.4 Why marketing is overwhelmed by IT and big data

Source: www.StratoServe.com
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IT folks dutifully inform the marketing colleagues about the
barrage of solutions. Meanwhile, marketing has to cope with
trying to prioritize various campaigns and also motivate sales
colleagues to try out some of their suggestions. The sales folks
are an entirely different group: where depending on compen-
sation and rewards schemes, they might not even enter data
at all—for the very real fear of losing out on commissions.
Now IT might be suggesting a sales force integrated solution
that looks neat and actually integrates well with the rest of the
enterprise resource planning (ERP). However, it might have
no relationship with the number of people in the marketing
department who are fighting fires and the sales folks who

are chasing targets with no mental band width to really get

to understand the capabilities of the latest software they

are landed with. Forget about sophisticated data analytics,
marketers don't seem to be checking out the possibilities of
free Google Analytics data on the sales funnel as web analytics
guru Avinash Kaushik® suggests.

»  The customer relationship management (CRM) load is on
marketing: Everyone is responsible for customers, the CEO will
tell her organization—Dbut the workload of getting the data
and doing something with it—falls squarely on marketing.
Before social media and the Internet, CRM only meant
keeping track of the kind of pizza your customer had ordered
last time—if you were a pizza chain. Now you have to keep
track of general social media like Facebook, Twitter, and also
anything that might specially pertain to your industry like
Yelp and Groupon or Living Social.

Now consider other functional areas like the supply chain which is
central to this blog, and you can say the same thing about finance and
HR. Here is how:

o Supply chain: No one expects the supply chain manager to be
checking out what suppliers are writing on their Facebook

pages about the organization.
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* HR and finance: HR might be interested in your social media
presence before hiring you, but no one really expects HR to
check out employee Facebook pages either. And finance folks
are similarly not held accountable for fee/ings of bankers and
need to deal with more concrete type of metrics like credit

ratings and interest rates.

In other words, marketing is the function that is most deluged with
data and needs to urgently seek more organizational resources to be able
to capture opportunity from this huge amount of prospect and customer
data.

Content In-Page Analytics in Google Analytics Helps
Understand Your Sales Funnel

Google Analytics has a tab under Conzent called In-Page Analytics which
is a quick and ready way to look at how your sales funnel is doing. Lets
understand with an example of a company that has four types of products
categorized as A, B, C, and D.

You know that the final sales contributions are:

* 40 percent of the sales come from A.
* 30 percent of the sales come from B.
* 15 percent of the sales come from C.

e 15 percent of the sales come from D.

In other words closed sales are in the ratio of 4:3:1.5:1.5 between
A:B:C:D. If your funnel is progressing at uniform rates, then new visitors
on your website should be in the above ratios? Makes sense—if you think
about it. Thus you should have, for every 100 new web visitors, a split on
the product pages as 4:3:1.5:1.5 comparing A:B:C:D.

But, guess what—the preceding information assumes that the flow
rate of leads that arrive on the website uniformly transfers to actual sales.
OK, I mean there is the usual: percentages that drop off in the sales funnel
from lead, qualified lead, prospect, and so on and that this is working
equally well for all the four products A, B, C, and D.
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A simple look (by just logging into your Google Analytics Account—
the percentages show directly on every page) at your In-Page Analytics
report may show something different. The percentages of new visitors on
your website might be say, 20 percent on A, 1 percent on B, 10 percent
on C, and 20 percent on D with the rest of the new visitors (50 percent )
spending time or bouncing off from other pages of your website.

So when you compare closed sales ratios between A:B:C:D, it is
4:3:1.5:1.5 but your new visitor ratios are 2:1:1:2. And this tells you that
the funnel could work better for A compared to B because getting twice
the new visitors (2:1), it converts only 4:3 or can improve its performance
by 50 percent.

One might argue that the previous logic is extrapolating web data to
actual sales that might involve personal selling and multiple contacts via
e-mail, phone, and so on, but the general point is that if you see a major
situation out of sync between your top of the funnel web visitors and your
bottom of the funnel conversions, it’s time to ask some questions. Some

suggested ones between the aforementioned A and B are:

1. How are leads managed for A compared to B?
2. What are A’s competitors doing? Do visitors move to competitors?
3. Can you define specific actions to improve the sales conversion

process for A?

And the best part of the preceding analysis is to just look at your sales
data for each product and look at the Content In-Page Analytics page in

Google Analytics. Both these data sources are available and free!

Using SEO Data in Google Analytics to Develop
Useful Web Content

Google works by indexing your web pages and then retrieving them when
someone queries Google (see Figure 6.5). Coming up on the first page
of Google is SEO that is very important in digital marketing. Thus, if
you are a flower seller with a website and a lot of description of each
fHower bouquet, Google would index your content around these offerings.

In addition, if you had a blog that, for example, talks about different
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Figure 6.5 Using SEO data in Google Analytics to develop useful web

content

Source: www.StratoServe.com

offerings for the upcoming Valentine’s Day (February 14) and later Moth-
er’s Day (May 10)—your content would be indexed against queries like
new flower ideas for Valentine Day.

In other words, depending on the content and words in your existing
website content, Google produces the best results it can. Sometimes the
results can be funny. Google Analytics’ data of a website revealed that the
search query (name of executive) wife was returning results that combined
(name of executive) + wife merely because the word wife appeared in an
unrelated page of the website. The content had nothing to do with the
combination name of executive wife. However, results are always getting
better with Google.

So how do you check what SEO is working for your existing web con-

tent? Login to Google Analytics, and on the left hand tabs, go to:

Acquisition--> SEO-->Queries
Within Queries you will find columns named:

|Query| [Impressions| |Clicks| |Average position| |[CTR|

All of these columns can be sorted in ascending or descending order

and a great first step is to sort the average position column with minimum
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on top. If you have 1 as average position, then for that particular query on
Google, if you have 2 then for that particular query your pages come in at
number 2 and so on. You can have fractions like 2.6 in average position,
given that this is an average reporting column.

Upon sorting the average position column, you need to look at the
impressions column. The impressions column tells you the number of
times your page was shown by Google for that particular query. Why was
Google trying to show your page? Well, because your related content in
the past was helpful to prior web visitors.

The final step is to look for queries where average position is up (i.c.,
2, 1, that is, the lower the number, the better), impressions are high but
clicks are low. It means that based on your current content, Google thinks
that you might have good answers to the queries. If people are still not
clicking, your content development has some great opportunity.

Upon reviewing these queries, you should get a few pointers as to
where your content needs to be strengthened from an SEO viewpoint.
The additional content you develop should be more useful to your web

visitors.

How Your Natural Google Analytics
Data Can Turbo-Charge Your Paid
AdWords Campaigns

Marketers everywhere are becoming more aware of the value of the free
data available in Google Analytics for their websites (see Figure 6.6). Its
like having a camera on your retail clothing store with the ability to see
what products prospective customers tried out (and did not buy—uwhy?),
and which products have the highest number of pick and feel (could a
better picture or video help?). But the subject of this post is how your free
and natural analytics data can turbo-charge your AdWords campaign.
When you login to your Google Analytics account on the left bar go
to Acquisition ---> SEO---> Queries. The queries are what people are typ-
ing on the Google Search Bar that causes them to land on your website.
This is your natural traffic because you have a website and have worked
hard to create useful content. Read Google’s SEO Reports for more infor-

mation on this.
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Figure 6.6 How your natural Google Analytics can turbo charge your
paid AdWords campaigns

Source: www.StratoServe.com

But how can this help your paid Google AdWords advertising cam-

paign? Here are three ways:

1. Leverage top SEO landing pages and queries: Go with the flow with
your advertising dollars for products that are already attracting traf-
fic, naturally. Create campaigns around some of these pages and key-
words. You should have a high-quality score for these keywords and
a lower cost for advertising.

2. Allocate your spend strategically: Let’s suppose that you want to pro-
mote a product page that has poor SEO rankings. Put the majority
of your budget on these pages (remember you are paying less for the
good SEO pages in 1) and move to the third step.

3. Strengthen content on market priority pages: You allocate advertising
budget to your market priority pages. Just as you strengthen content
on those pages. You'll see that your advertising costs per click are
going down and conversions are improving as the combination of

paid and better content SEO traffic starts working.

To summarize, your SEO reports in Google Analytics are free and give
you a quick sense of what is naturally happening with your organic traffic

that helps you leverage your spend on Google AdWords.



120 MARKET SENSING TODAY

How Important Is a Mobile Website to Your
Business?—Check Your Web Visitor Data

You watch a bunch of kids sitting together and not talking, but they
are on their smart phones, and you know that Internet and even social
behavior is changing. According to Google Insight Research'® conducted

by Nielsen in November:

1. 15 hoursiweek on mobile: Consumers spend over two hours a day
researching online on smartphones. Before making a purchase, they
visit the website six times!

2. 74 percent start with search on mobile: 74 percent people start with
search on a search engine and then move to particular websites or apps.

3. 69 percent expect the store to be within five miles: And 10 percent
searchers expect that the store is within one mile.

4. 55 percent want to purchase in the next hour and 83 percent within
the day: Of those who researched your business on the mobile, the
majority want to buy through the phone.

5. 54 percent of restaurant searchers made a purchase, that is, of the
70 percent who searched for a restaurant on their mobile phones, a
majority actually went to have a meal at the restaurant. The num-
bers are lower presently for apparel and electronics but stunningly
93 percent of those who searched on the mobile went on to buy

either from the store or online.

That was how consumers are changing their behavior on mobile
phones but how exactly are they doing on your website? Well, it’s rather
easy to find out. Logon to your Google Analytics account for your website
and on the left panel there is a tab called Mobile that gives you data of
mobile visitors. You can also see the new visitors who came in the previ-
ous month via the mobile. By changing the date range you can examine
the trend in mobile visitors on your website. Just below the mobile tab,
you can see the devices people use, like Apple iPhone, iPad, Samsung, and
so on. In other words, you know exactly what is happening with mobile

visitors on your website.
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Invariably, people would be spending more time on your website
if they came to your website via the desktop. This is understandable,
because on a mobile your attention span is shorter due to the smaller
screen even if your website is mobile optimized. Given that your visitors
are likely to visit your website via the mobile, it is highly desirable to
have a mobile optimized website, that is, a website that is fairly easy to
read on mobile screens. The important thing to remember is that your
consumer journey may take up to nine touch points. These touch points
could be online from different devices like mobile, desktop, or tablets
through search. Touch points also include visits to your website via the
social media.

In this mix of approaches that folks are using today, it is important
to mobile optimize your website and also focus your online advertising
efforts to the mobile visitor segment of your visitors. For example, Goo-
gle AdWords gives you an option to show how the ad will look on the
mobile. In addition, the settings allow you to frame separate campaigns

for the mobile.

Conclusion

Thus, Google Analytics allows a remarkable ability to conduct certain
aspects of market sensing on the web presence of any entity. These market
sensing activities include information acquisition, information distribu-
tion, and information interpretation of web traffic as illustrated in the
preceding sections.

The previous sections started with the notion that today customers
tend to Google your product and merely having a website is not enough.
Google Analytics allows free market sensing of customer behavior at the
population level, that is, for every customer the marketer can observe how
she reached the website, what time she spent on each page, and whether
or not the person placed an order, filled a contact form, or spent at least
say three minutes on the website. Depending on the internal knowledge
of the organization, Google Analytics allows market sensing at the big
data level that can make a substantial difference to the web presence of

any business.
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Notes
1. Day (1994).
2. Day (1994, 43).
3. Day (2011).
4. See set up the web tracking code at https://support.google.com/analytics/

answer/ 1008080
Day (1994).

6. Google Analytics Success Stories, see http://www.google.com/analytics/cus-

e

tomers/
7. Ellison and Ellison (2005).
8. Edelman (2013)
9. Kaushik (2013).
10. Google (2013).
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Introduction

Market sensing can be defined as a process of generating knowledge about
the markets that individuals in the firm use to inform and guide their
decision making. Market sensing is a process of learning about present
and prospective customers and competitors. Market sensing enables firms
to formulate, test, revise, update, and refine their market views, which are
simplified representations of the market and how it works.'

Market sensing greatly contributes to the market knowledge by pro-
viding a way to test assumptions about customers, competitors, and
the firm’s own resources and capabilities that are often largely implicit.
Substantive facets in market sensing include (1) defining the market,
(2) monitoring competition, (3) assessing customer value, and (4) gaining
customer feedback. To attain a distinctive capability in market sensing,
the firm should strive to be superior to its competitors in each of these

facets.?
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To keep in tune with market demand, companies seek to sense incip-
ient preferences among their customers. However, little is known about
how the results of such sensing processes are translated into concepts of
products and services.> Development of products and services requires
continuous contact with the market and development of knowledge that
connects between internal components in the organization (services) and
external components of the market (customer needs). Mason* identified
four distinct bundles of market sensing practices: sensing, sense making,
framing, and reflecting. Dialogue was found to be central to the entan-
glement and disentanglement of market sensing practices. Mason claimed
that situated dialogic market sensing is an effective way of exploring com-
peting market frames and as a mentoring, reflective, and reflexive part of

market sensing practice.

Market Sensing and Health

At this time of austerity and global growth of the aging population, mar-
ket sensing practices are pivotal in health promotion. In the spirit of
knowledge, health care organizations value measurement. There is a sense
that putting numbers onto market components, we will better under-
stand how to promote public health. Data from surveys has grown into
big data. Masses of information are presumed to yield knowledge that
helps to better sense people and shape their health behaviors. Market
sensing in health enables health care providers to avoid a myopic view
of the market; to read and anticipate emerging needs; to more accurately
forecast patient responses to services; and promote public health.

Sensing the market for health shifts the focus and moves health care
systems from focusing on symptoms from which people are suffering to
focusing on the health care of individuals. This approach paradoxically
views patients’ subjective attitudes, perceptions, and drives as a direc-
tion to better promote their health. This approach enhances a strong
patient-centered focus which is pivotal for the public utilization of health
care services.

The 2013 research of behavioral risk factors surveillance by the Cen-
ter for Disease Control and Prevention® shows that more people will

utilize health services when their health care providers use an organized
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approach to sense the market. This approach entails identifying people
who need specific health services, contacting them, advising them of
health services and procedures, and carefully monitoring procedure com-
pletion and adherence to health maintenance behaviors.” While market
sensing through dialogue as suggested by Mason® may be innovative and
effective, and allow the identification and exploration of tensions and
conflicts in existing markets, it is impractical, expensive, time consum-
ing, and encourages a reduction approach rather than a broad perspective
systems approach.

We present a systematic, organized approach to market sensing, one
which differs from the current approaches. Rather than measuring a
phenomenon which we observe (i.e., adherence rates to screening) or a
phenomenon that we manipulate and measure after intervention (i.e.,
screening after a campaign), we present a way to measure minds of peo-
ple. We measure minds on one topic, (i.e., screening test, weight, and
anxiety) and potentially move to measure minds on many topics (i.c.,
health maintenance behaviors). We start with a few people and then
potentially move forward to measuring minds to market sense millions of
people. Thus, market sensing can move further inwards, into sensing the

minds and even sensing feelings of people.

Market Sensing in Health and Mind Genomics

We pattern our approach metaphorically on the worldview known as
genomics, where each person comprises a unique set of genes defining the
nature of that person, how the person will react to services and phenom-
ena, how the person will react to the external environment, and so forth.
We call this market sensing effort Mind Genomics. Mind Genomics is a
new, data-driven approach to understand the world of the everyday. The
organizing principle is that knowledge is developed in a pointillist style,
from the intimate, profound, and comprehensive understanding of spe-
cific topics, be these situations (e.g., eating breakfast), topics (e.g., ethics
and practice of digital piracy), products (e.g., a yogurt), and so forth.
Mind Genomics is best understood as a way to understand what
aspects of the topic at issue are important to people, how people dif-

fer in the way they respond to these aspects of the topic, and how one
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goes about identifying these different viewpoints for specific topics. The
origins of Mind Genomics trace back to experimental designs applied
to ideas and are based on Anderson,’ Bockenholt,'” Green, Krieger and
Wind," Green and Srinivasan,'? Moskowitz and Gofman,' and Luce
and Tukey."* The first use of Mind Genomics in health was presented by
Gabay and Moskowitz."?

Furthermore, Mind Genomics senses the market by going beyond
sensing a set of people to sensing sets of interacting viewpoints of people
about different facets of their daily life. It integrates the world of obser-
vation with experimentation. It looks at individuals as comprising a set
of viewpoints, one viewpoint for each rpic, or issue. Mind Genomics
does not create these viewpoints, but rather uncovers them through short
experiments using systematically varied stimuli and experiments that are
run on the computer. Mind Genomics senses the market by identifying
the nature of these viewpoints in the population, and their distribution in
any target population. Thus, Mind Genomics senses the market by uncov-
ering the deeper patterns.

To sense the market using Mind Genomics, we identify what mes-
sages appeal to people in specific topics and use experiments to discover
these appealing messages. Mind Genomics builds a science of the ordi-
nary, of the every-day behavior discovering what messages work, for the
total population, and further identifies different mindset of segments and
different points of view held by various individuals. The key discovery
is not the understanding of behaviors but rather the understanding of
mindsets. Mind Genomics senses the market by clearly differentiating
among groups of people in any topic area by mindsets.

The science of Mind Genomics emerges out of our systematic, orderly
progress, when we identify, explore, and catalog the different mindsets for
topic after topic in the life of people, and then look for general patterns
in those mindsets. It is the structured accumulation of such information
which constitutes the science. With the knowledge of the mind of people
in the market, and a way to identify people in the different mindsets for
any topic, we move from theory and data to application.

In this chapter, we demonstrate the sensing of people to colon cancer
screening tests, to balanced weight, and to decreased anxiety toward visits

of teenagers in hospitals. We show how we drive the utilization of health
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services related to these health problems by identifying and communi-
cating the right messages to the right person. We expose the experiential
mind of people regarding screening, weight, and anxiety. In the following
text, we exhibit Mind Genomics on three case studies and show how to
expose the experiential mind of a patient in order to enhance the utili-
zation of health care services and promote health. The three case studies
focus on colon cancer screening, balanced weight among female adoles-

cents, and visits of teenagers in hospitals.

Putting the Mind Genomics into Action to Identify

Mindsets of People Regarding Screening—
How It Is Done

Mind Genomics has been used extensively in different areas, ranging
from the commercial world of selling products and services, to education,
to social issues, and finally medical consumer applications. Our case study
combines the social and medical worlds. To introduce the Mind Genom-
ics approach to sensing the health environment, we illustrate the effort
with a study on understanding the minds of poor people regarding colon
screening for cancer.

We collaborated with Dr. Michael Kochman and his group at the
University of Pennsylvania Hospital. The goal of the medical group was to
identify patients when colonic neoplasia, (i.e., Polyps) is in an early phase
so that the likelihood of the patient being saved is greater and the medical
costs, which skyrocket as the disease advances, are lower. The question
facing the group was: How to understand the minds of people who live
in Philadelphia in the catchment area of the University of Pennsylvania
Health System. Better understanding that population allows the medical
group to encourage people to undergo screening for colon cancer and to

achieve higher rates of screening.

Mind Genomics Steps

1. Develop the raw materials, the silos (groups of related elements) and
elements (specific messages). For this specific exercise we selected

six silos, each with six elements. Table 7.1 shows the silos and one
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Table 7.1 The six silos and the six elements for the study

Silo A: Risk

Al You have a high risk of colon cancer if you are African American

Silo B: Benefits of screening
Bl Early diagnosis of Colon Cancer can often lead to a complete cure

Silo C: Fears and options about screening
Cl1 Colon cancer screening is painless ... you sleep through the test
Silo D: Medical benefits of screening
D1 The primary goal of colon cancer screening is to prevent death from colorectal
cancer
Silo E: Emotional benefits of screening
El There is a test just for you
Silo F: Miscellaneous

F1 What you don’t know about colon cancer can kill you

element per silo. In order for the Mind Genomics statistics to work
properly, we needed to select a specific structure, with a certain num-

ber of silos, and an equal number of elements within each silo.

. Create systematically varied combinations of test concepts using

the principles of experimental design. The design ensures that each
element appears an equal number of times as every other element,
and that each element is statistically independent of every other ele-
ment. The particular design used for this study comprises 6 silos with
6 elements, generating 48 test concepts. Of the 48 test concepts, 12
comprise 3 elements, whereas the remaining 36 test concepts com-
prise 4 elements. Each element appears 5 times across the set of 48
test concepts. Finally, the experimental design is permuted, that is,
modified from respondent to respondent, so each respondent tests
the same elements but in different combinations. The basic structure
of the experimental design remains the same. Figure 7.1 shows an

example of a 4—clement test concept.

. Create an orientation page which defines the purpose of the study

(decision to get a screening test for colon cancer), along with what
the respondent will see (combinations of three or four statements why
you should get this screening) and the rating question. Figure 7.2

shows the orientation page.



MARKET SENSING, MIND GENOMICS, AND HEALTH PROMOTION 129

1148

You have a high risk of colon cancer if you are Afican American
There are several Colon Cancer screening options... colonoscopy is the best option
Screening for colorectal cancer may save your ife

You have concerns about getting a Colon Cancer Screening... Speak to someone that you trust to eliminate your concerns

How likely are you to get a screening test to prevent Colon Cancer based on this information? 0000060000
<Notatal lkely  Very likly >

Figure 7.1 Example of a 4—element test concept

Today, you will be taking a survey regarding your decision to get a screening test for colon cancer.

On the following screens, you will see combinations of 3 or 4 statements describing various reasons why you should get this screening.
A statement will be shown more than once, but each screen or set of statements will appear in a UNIQUE combination.
It will take you between 10 - 15 minutes to complete this survey.

Please rate each screen combination as a single unit.
How likely are you to get a screening test to prevent Colon Cancer based on this information?

<-- Not at all likely Very likely >
1 2 3 4 5 6 7 8 9

‘You can track your progress on the top right of each screen.
Thank you very much for your participation in this important survey.

Please click the [>>] button below to continue.

Figure 7.2 The orientation page, explaining what the respondent will

see and do

4. Create a self-profiling classification, allowing the respondent to pro-

vide background about themselves, in terms of geo-demographics,
relevant medical history, and attitudes to colonoscopy.

. Run the study on the Internet. For this particular study, we con-
tracted with a local panel provider, who invited participants in the
Philadelphia market to participate. We ran a general population of
305 respondents.

6. Analyze the results—step 1—transform the ratings. The respondents
rated their feelings about the test concept on a 9—point scale. We will
use that scale later on for segmentation, clustering the respondents
into like-minded groups. We transform the respondent ratings to a
binary response of yes and 7o which clarifies the response base line.

Rating of 1 to 6, representing 7o, low or modest interest in getting a
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screening test, were transformed to 0. Ratings 7 to 9, representing
high or very high interest in getting a screening test, were transformed
to 100.

7. Analyze the results—step 2—create individual-level equations.

Each equation, one per respondent, relates the presence or absence
of the 36 elements to the binary rating (0/100) for likelihood to get
screening test (0 = not likely, 100 = likely). The experimental design
permits us to relate the 36 independent variables to the binary
dependent variable. To make it easy to understand the results, we
use ordinary least-squares regression. The independent variables are
coded 0 (absent from the test concept) or 1 (present in the test
concept). The dependent variable is coded 0 or 100, depending upon
the original rating. The equation is expressed as Likelihood (Binary)
= k, + k, (Element A1) + k, (Element A2) ... k, (Element F0).

How to Interpret the Model

The Regression Constant

The regression model generates a constant, which represents the unex-

plained variation in the equation.

Regression analysis is used to quantify the incremental appeal of

each message relative to a baseline level of response (called the constant).

The constant is neither good nor bad and reflects the following

three components:

1. Respondents’ predisposition to or the amount of involvement in

the silo

2. Initial reaction based on the overall idea presented in the position-

ing statement, including the effect of brand if identified upfront

3. Positive overall reaction to the concepts not directly attributable

to a single message The constant is often thought of as a baseline
indicator of the call to action. However, it is important to look at
the constant in association with the utility or coefficient scores. As

the constant represents the amount of call to action which exists
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but cannot be attributed to a particular message, it is often the case
that a low constant is accompanied by very strong message scores.
The constant is added to the sum of the selected message
scores to estimate appeal:
Constant Score + Message Score 1 + Message Score 2 = Total

Impact Constants are specific to a study

The Coefficients (Also Called Impacts, Utilities)

Since the silos were free floating (not all silos appeared in each con-
cept) the coeflicient score of each message can be compared within a
silo and across silos. 7he utility shows the incremental appeal of any
given message relative to any other message.

The coeflicient score assigned to a given message indicates the abil-
ity of that message to influence the product or service’s call to action
independent of the influence of any other message. Each study has its
own range of scores.

As a general rule of thumb (which will vary across studies):

Over +7: This message is strongly motivating and will positively
influence the call to action.

Between +5 and +7: This message is helpful in driving the call to
action.

Between +5 and -5: This message is broadly neutral with little or no
impact on the call to action.

Below -7: Avoid this element because it has a strong negative
impact on the call to action.

Studies with a wide range of scores indicate that it makes a differ-
ence to the respondents in what you say, how you say it, and to

whom you say it.

The preceding box explains how to interpret the parameters of
the model.
8. Analyze the results—step 3—segment or cluster the respondents

based upon the pattern of coefficients. However, this time, we use a
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slightly different model, namely the equation relating the presence or
absence of the elements to the original 9—point rating. We look for
the smallest number of clusters or segments (parsimony), which tells

a story, that is, which makes sense (interpretability).

Case History #1—Sensing the Market: Mindsets for Colon

Screening

Our data suggest four clusters. Looking at the two-segment and three-
segment solutions which are more parsimony, we see that the clusters lack
definition and fail to tell a clear story. The four cluster solution tells clear
stories. The clusters are defined by their strongest performing elements as

follows:

1. When we look at these segments, we see many elements scoring +10
or higher. A +10 is a very powerful element. We interpret the num-
ber to mean that when the element is added to the test concept an
additional 10 percent of the respondents switch from a rating of
1 to 6 (not particularly interested in screening), to a rating of 7 to 9
(interested in screening).

2. Three of the four segments show strong performing elements. Only
Segment 1 (I am convinced of a better lifestyle) fails to show strong
performing elements. The messaging makes lictle if any difference
for Segment 2.

3. Segment 1 shows weak performing elements but high additive con-
stant. This means that there is a high willingness to do the screening
test to begin with. Two of the three remaining segments show strong
performing elements but lower additive constants. This means that for
people in segments 2 and 3, it is the elements which enhance the will-
ingness to do the screening test. In contrast, for Segment 4, the basic
interest in the screening is already high, and elements are high. This
means that people in that segment have positive attitudes toward the
screening test to begin with and are encouraged by some messages to
be more proactive and by some messaging to be less proactive.

4. Table 7.2 shows the strong-performing elements for each mind-

set, that is, each segment. What appeals to one segment may be
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Table 7.2 Performance of the strongest elements for colon screening
based on mindset segmentation
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1) How likely are you to get | ; 5 E 2 § £ =
a screening test to prevent = E : ; = &
colon cancer based on this — %) w <
. 3 w»n w
information?
Base size 305 | 174 46 42 43
Propensity to have a CRC screening 81 85 64 76 86
test before seeing any messages
D1 The primary goal of colon cancer 2 -1 18 -1 -3
screening is to prevent death from
colorectal cancer
E6 Your body is a temple of God ... 2 0 2 16 -4
prevent colon cancer by getting a
screening
Bl Early diagnosis of colon cancer can 1 -2 -4 17 4
often lead to a complete cure
D4 Screening for colorectal cancer may 1 -1 9 1 -4
save your life
El There is a test just for you 1 -1 0 11 -3
E2 Live to see your children and grand- 1 3 -8 0 -1
children raise their families
E3 Colon cancer often happens without 1 1 10 1 =7
any warning
B5 Delaying a colon cancer screening 0] -2 -4 9 4
will do more harm than good
D6 Colon cancer screening is covered by 0 -2 8 3 1
your insurance company
E3 Live a healthy life to see your grand- 0 2 -8 6 =1
child get married
F2 Colon cancer symptoms often appear 0 -1 10 3 -13
too late to cure it

(Continued)



134

MARKET SENSING TODAY

Table 7.2 Performance of the strongest elements for colon screening
based on mindset segmentation (Continued)

Total sample
silent killer
family

1) How likely are you to get
a screening test to prevent
colon cancer based on this

information?

S3 respect my body and
my doctor’s orders

S1 I am convinced - family
and comfort oriented
S2 prevent death from a
S4 1 am convinced - follow

A5

|
W

|
O

When someone in your family has -1 1 0
had colon cancer, you are at higher
risk and need to have a colon cancer

screening test now

D5

Eliminate worrying about colon can- -1 -2 6 -12 2
cer ... get a colon cancer screen test
now and get peace of mind

F4

You have concerns about getting a -1 -1 10 -1 -14
colon cancer screening ... speak to
someone that you trust to eliminate
your concerns

F5

Don’t let your loved ones see you die -1 0 3 9 -19
from colon cancer...get a screening

test early

A3

You have a high risk of colon cancer -2 0 -8 2 -10
if you have a family history of colon

cancer

C2

Getting a colon cancer screening is -2 -1 1 —-11 -3
nothing to be embarrassed about

Al

You have a high risk of colon cancer —4 0 -13 -2 -8
if you have a personal history of
breast cancer

irrelevant or even a turn-off for the other segments. When com-
municating with the segments, it is important to assign a person
correctly to the segment, and to avoid using elements which are
polarizing, attracting some respondents strongly while repelling

others just as strongly, or even more strongly.
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Case History #2—The Teenager Faces the Hospital

This scudy was developed as part of a plan to understand the perceptions
of the physicians among teenagers who are anxious toward their visit in
the hospital. Again, different segments emerged. What appeals to one
mindset does not appeal to the others. When we average the responses of
the different segments we wash out the differences, it appears that lictle
or nothing really works. The truth is the exact opposite. The mindset

segments differ and pull in different directions (Table 7.3)

Table 7.3 Performance of the strongest elements for teenagers facing
the hospital, based on mindset segmentation
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Question—How comfortable do you feel with »| B B
q )
this doctor 75)
Base size 157 | 43| 55 | 59
Propensity to ... 58 [ 42| 56 | 71
Medical staff always have a smile on their face 1 |18 -8 | -3
Medical staff constantly checks up on teenage patients and 6 [ 18] 8 -4
insure their comfort
Medical staff genuinely tries to help patients which makes 2 (16| -1 | -7
teenage patients feel special
Medical personal are assigned to one or two teenage patients -1 [15|-15] O
at a time
Medical staff genuinely tries to gain the teenage patient’s trust 6 [ 14| 3 2
Medical staff do not look down upon the teenage patients 1 |12 | -9 1
Medical staff puts themselves into the teenager’s shoes to 1 |10 -8 | 3
understand them
Medical staff always speaks the truth to the teenage patientno | 5 5115 | -5
matter how traumatizing as it will help in the long run
Wittiness helps medical staff seem more human 4 2 |15 | -4

(Continued)
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Table 7.3 Performance of the strongest elements for teenagers facing
the hospital, based on mindset segmentation (Continued)
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Question—How comfortable do you feel with w| S B
q )
this doctor »n
Medical staff communicates and gives advice to teenage 4 3115 | -4
patients for their present and future lives
Medical staff breaks the ice with teenage patients with wittiness | 6 9|14 | -4
Medical staff shows patience to teenage patients which creates | 3 | -1 | 13 | -4

mutual respect

Medical staff communicates with patients through technology 0 3112 | -15

Medical staff continuously tries to understand teenage patient’s | 4 7| 10 | -4

needs through communication

Medical staff makes teenage patient forget he is in hospital 2 1|10 | -6
through wittiness

Medical staff never quits in connecting to even the most 4 4110 | -2

unfriendly teenage patients

Medical staff develop a teacher-student bond and help teenage | 7 3 -8 |25
patients who want to be medical staff themselves

Medical staff develops bond with teenage patient to make it 7 7 10 14
easy for them to vent

Medical staff develop a permanent friendship with teenage 2 =3 1-7 |14

patient that carries on even after their release

Case History #3—Weight Issues Among Adolescent Females

How do adolescent females think about their own weight issues? Over-
weight, or at least one’s perception of being overweight, is an endemic issue,
heavily affecting self-image. Overweight has increased as our lives become
sedentary. Physicians recommend lowering caloric intake and exercising
more. These recommendations treat the problem of overweight objectively,
focusing in on the issue of weight, rather than focusing on the person.
Our Mind Genomics study of adolescent females” perception of their

own weight issue (Table 7.4) suggests three different mindsets with respect
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Table 7.4 Performance of the strongest elements for adolescent (high
school females) for self-description of weight and weight issues, based

on mind-set segmentation

overweight

5}
a =
E| s g
i/ Q
) > 7
25| 8
— \
S | — —8 o
gl = 3
el E|lgl?
£ El:
-
) i »w | Pl »
How well does this describe you
Base 102 | 32 | 46 | 24
Propensity to ... 16 | 24 | 22 | -3
You don’t get along with your family because you think they =3 | 11 | -9 | -11
are too controlling
You are a perfectionist, and do not tolerate failure 0 10 -7 0
Going on the scale depresses you 0 9 -9 3
You get extremely frustrated when things don’t go your way 1 9 -3 0
You think that society places a great importance on being 1 | -11] 10 | -1
thin
You eat till you are full and don’t pay attention to portion 9 7 8 12
sizes
You feel self-conscious about your appearance 4 -6 0 25
You feel ugly in comparison to your friends 1 1 -9 | 22
Your mother or caregiver would cook, or does cook healthy, 3 -10 3 20
balanced meals for your family
When you go shopping you buy clothes a size smaller than -7 | -14|-15| 19
you really are, hoping you will soon lose weight, and they
will fit you
You were born with big bones or a big frame 1 | -13] 2 17
Your family has a history of health-related problems as a 3 -6 3 17
result of unhealthy eating lifestyles
You weight yourself every morning and get upset at yourselfif | =4 | -7 | =11 | 15
you gain weight
As a child your parent(s) or caregiver(s) encouraged you to 2 | -11| 4 15
be physically active
Many of your immediate and extended family members are -1 -7 -4 14
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to one’s perception of one’s weight. The issue is not simply weight, not
simply a biological issue of energy management but rather one of differ-
ent perspectives. Instructions to one mindset segment may be perceived
to be irrelevant information by the other segments, or even information

that is simply incorrect.

Scanning the Environment #1—How to Identify a Person’s

Mind-Set from a Personal Interaction

How do we determine the segment to which a patient belongs? Our first
approach will involve creating a personal viewpoint identifier, based on a
very short questionnaire that uses the pattern of response from a person to
assign that person to one of the four mindset segments. Later on we will
use the same thinking to create a digital viewpoint identifier, based upon
a database, rather than upon the response of a live person completing the
short questionnaire.

The steps to create the personal viewpoint identifier are fairly straight-
forward, and are possible because the original experimental design
allowed us to create models and equations, at the level of the individual
respondent. One of the benefits of the experiment is that we can estimate
how the respondent would have rated each vignette on a 3—point scale,
instead of a 9—point scale. And the combination of rescaling response to a
3—point scale and estimating the model at the individual respondent level
makes all the difference. The steps to identify a person’s mindset from a
personal interaction are delineated in Appendix 1.

When we apply the foregoing approach to our data from the general
population, we end up with a 9—question personal viewpoint identifier
(Figure 7.3). The respondent looks at the screen, which presents the nine
questions in a grid format. The questions are rotated in their order across
respondents to minimize order effects. The patterns of responses go to a
scoring algorithm, which selects the most likely mindset segment for the
respondent, and then comes up with the messages to say to the respon-
dents, and the messages to avoid saying (Figure 7.4). These messages,
as well as the assignment algorithm, emerge from the Mind Genomics

exercise, and the postexercise analysis.
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ach of t nents below en finished click "Submit
How likely are you to get a colon cancer screening test based on each statement?
Not At Al Likely Unsure Very Likey
Don' let your loved ones see you die from colon ° °
cancer...get a screening test early

Do what is best for your family... get a colon cancer ° °
screening

Colon Cancer starts from a small growth called a polyp...
these are painlessly removed during the colonoscopy and
eliminates the cancer

‘What you don't know about colon cancer can kill you

‘When you are over 50 you are at risk for Colon Cancer

Colon cancer screening is painless... you sleep through
the test

You would like to follow your doctor's advice and this
includes you having a colon cancer screening test

Early diagnosis of Colon Cancer can often lead to a
complete cure

Colorectal cancer can be prevented with a screening °
colonoscopy

Submit

Figure 7.3 The personal viewpoint identifier, completed by an
individual either in person or on the web. The pattern of responses is
scored by an underlying algorithm to assign the person to one of the
mindset segments for the particular topic being studied. The personal
viewpoint identifier uses elements appropriate to the specific Mind
Genomics study

ViewPoint 3: Respect My Body & Family

«Early diagnosis of Colon Cancer can often lead to a complete cure

«Your body is a temple of God... prevent Colon Cancer by getfinga
screening

«There is atest justforyou

«Dehyinga colon cancer screening will do more harm than good

«There is apreparation for Colon Cancer screening thatis justrightfor  START OVER
you
Dislikes = Getting a colon cancer screening is nothing to be embarrassed about
*Eliminate worrying about colon cancer... get a Colon Cancer screen test
now and get peace of mind

Figure 7.4 The output of the personal viewpoint identifier, for a
person in Segment 3

Scanning the Environment #2—How to Identify a Person’s
Mind-Set from a Database

It is not always possible to personally interview someone. How does one
use the results from this study to assign a person to a mindset segment,

but with a limited amount of information, and ideally from information
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that is public, and not considered an invasion of privacy? In the most
general terms, the issue is whether one can create a scoring system using
geodemographic data, and other data available from commercial data-
bases, databases which do not #rack behavior, and which would not be
sensed as invaders of one’s privacy.

We are talking here of perceptions of privacy, as well as legally defined
privacy. We saw earlier that when looking at the data from the self-defined
classification, for any single geo-demographic variable, we have no clear
pattern linking that variable to segment membership. Perhaps, however,
if we were to look for a weighting pattern with several variables, we might
increase the chances of properly assigning a person to a segment.

With the foregoing in mind, we performed two different analyses,
both with the segment membership of each of the 305 respondents, and
then in turn their individual self-profiled classification data, specifically
the geo-demographic data. That geo-demographic data is a surrogate for

the data that one can acquire from commercial databases.

Conclusion

At the start of this chapter, we asserted that the environment is sensed by
means of many different topics. Sensing the market, within this frame-
work, means that first topics are to be identified. For each topic, a rel-
atively small experiment was executed, which identified the segments
and created a pair of viewpoints. We identified viewpoints that represent
mindsets of people regarding screening, balanced weight, and anxiety
from hospital visits. Identifying the mindsets, health care organizations
may shape effective messaging (personal, digital) and approach people
with interventions that will promote health.

We identified that the most prevalent viewpoint regarding screening
tests for colon cancer is not comfort but the fear of a quiet killer and the
need to avoid a preventable tragedy. Effective messaging will stress these
mindsets and feelings in order to increase utilization of colon screen-
ing tests. We identified that there is a second order structure regarding
weight. In order to help adolescent females to balance their weight while
avoiding the use of messaging and interventions that will strongly attract

some female adolescents and strongly repel other female adolescents,
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self-esteem is to be stressed. Health care providers are to enhance one’s
belief in one’s ability to change behaviors before investing in awareness
for healthy eating and control.

Last, we identified that in order to decrease the anxiety of teenagers
from hospital visits, medical staff is to allow most teenagers to ventilate
as to what makes them anxious and to show them that they care. Caring
from the viewpoint of most teenagers is not by mentorship but rather by
speaking the truth to the teenage patient no matter how traumatizing
the truth is, by smiling, by ensuring their comfort, by making them feel
special, by developing a teacher-student bond, and continuously trying to
understand the teenage patient’s needs through communication.

We exhibited Mind Genomics on health promotion. However, using
Mind Genomics approach, there is no simple fixed number of topics
because topics are the aspects of daily thinking and daily experience.
There are thousands of such topics, and perhaps as society changes, many
topics rise in importance, while others recede, becoming completely irrel-

evant with changing technologies.



142

MARKET SENSING TODAY

Appendix 1: The Personal Viewpoint Identifier

Scanning the Environment #1—How Do We Identify a Person’s

Mindset from a Personal Interaction?

We follow these steps to create the personal VPI (viewpoint identifier):

1. Converted the original 9—point rating scale to a 3—point rating scale.

This will allow us to create a personal VPI with three answers. The

original scale is simply divided into three equally sized thirds.

. Run the individual-level model, relating the presence or absence of

the elements to the 3—point scale. Do not use the additive constant

. Estimate what a single concept or vignette would score on the 3—point

scale if that vignette comprised only one element, and the element
appeared 3.75 times in the vignette. The reason for the value 3.75 is

that the average vignette comprises 3.75 elements.

4. Do step 3 for all 36 elements, and for all 305 respondents.

RAEEN S

. Adjoin to the matrix the segment membership of each respondent

for this particular study only. It is important to realize that only this

particular study can create these mindset segments.

. Use machine learning or DFA (discriminant function analysis) to

identify a small set of elements that can be used to predict member-
ship in a mindset segment. DFA will come out with the selection of
elements (typically 4 to 6) and the scoring system for those elements
Steps 1 to 6 create for us a simple questionnaire, comprising 4 to
10 questions, answered on a 3-point scale. The pattern of answers is
used in conjunction with a scoring tool to assign the respondent to

one of the three segments.

Notes

Anderson and Narus (2009).

Anderson and Narus (2009).

Heusinkveld, Benders, and van den Berg (2009).
Mason (2012).

Jaworski, Kohli, and Sahay (2000).
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Center of Disease Care and Prevention (2013).
Schneider, Feufel, and Berkel (2011).

Mason (2012).

Anderson (1970).

10. Bockenholt (2006).

11. Green, Krieger, and Wind (2001).

12. Green and Srinivasan (1978).

13. Moskowitz and Gofman (2007).

14. Luce and Tukey (1964).

15. Gabay and Moskowitz (2012).
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CHAPTER 8

Old Good Ideas Can

Re-emerge with the New
Technology and Imagination:
Lessons from the History of

Market Sensing

Vincent Barabba

Chairman and Cofounder at Marker Insight Corporation
(MyProductAdvisor.com), United States

Introduction

In the 1960s, as a marketing student in both college and graduate school,
I was taught thatif T could find out what people wanted based on their past
behavior and expectations, I would have a good indication of what they
might want in the future. While that may have been a reliable assumption
decades ago, it has become increasingly clear during the last 50 years that
past behavior is no longer the best indicator of future actions. This obser-
vation begs two questions: Has consumer behavior changed? Or have
those who measure it become more insightful?

I believe that both statements are true. As changes occur more and
more rapidly on a global scale, we must simultaneously develop new
methods and learn from the past as we attempt to understand which
products and services are both needed and wanted by consumers. This
requires keen market sensing, a topic that has been of great interest to
me throughout my career. Interestingly, it took me many years to appre-

ciate how much more valuable my efforts could be if I engaged users of
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information through the ideation, implementation, and analysis of my
efforts. Over the past several decades, I have adapted my collection pro-
cedures to meet the needs of those who were destined to use what was
gathered, so that they could best meet the needs of those who would use
our products. At the same time, I have also learned that much of what
we consider revolutionary today was being practiced decades ago. We just
didn’t know about it.

The purpose of this chapter is to provide practical insights on mar-
ket sensing from trenches. Valuable lessons are discussed focusing on real
world business situations and can assist those that are involved in market
sensing actions and programs to succeed in understanding and imple-
ment the market sensing concept effectively. Furthermore, this chapter
can contribute in the market sensing literature which is very limited and
also to spark more research by academics and generate more discussion

from practitioners.

A Case in Point

Henry “Buck” Weaver, who was General Motors (GM)AKUDA first
director of consumer research, offers a case in point. Back in the 1930s,
Weaver was an early pioneer in market research and market-based decision
making. Although he published several thoughtful articles and appeared
on the cover of Time magazine, Weaver’s contributions to marketing have
not been well recognized.

As he was often quoted as saying, “For years businessmen have used
the expression: The customer is always right, but it never occurred to
anyone to try to find out what it was the customer was right about.™
Between 1932 and 1937, Weaver’s Customer Research Staff identified
170 improvements and changes to GM vehicles, including air condition-
ing, automatic transmissions, longer bumpers, rubber pads on pedals,
and a greater emphasis on safety, all in the name of serving the customer
in ways in which the customer wanted to be served.

Even GM was not originally convinced that such study was either nec-
essary or valuable. Weaver began conducting customer research through
his own initiative, not because a specific position existed within the cor-

poration. As the company became more confident about its products, it
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set aside what Weaver had learned about market sensing, leading to our
rediscovery of his work many years later. I'll get back to that at the end
of this chapter, because the similarities between his approach and GM’s
later techniques are fascinating. In the next several pages, I invite you to
take a tour through the decades with me, from a Senate campaign in 1972
through the Internet age of the early 21st century, reflecting on key les-
sons I have learned along the way. I also hope to help ensure that what we

understand today about market sensing does not get lost in the archives.

Lessons from Market Sensing History

Lesson 1: The Value of Information Is in Its Use, Not Its
Collection

Texas Senator John Tower was running for re-election to the U.S. Senate,
when I met with him to deliver the results of a recent survey. “I under-
stand that you have some bad news for me,” he said, “which I am also
told is not correct.” I knew the information was both correct and disap-
pointing. As a young market researcher, I had to explain why that did not
negate its usefulness.

Senator Tower’s Democratic opponent, Harold “Barefoot” Sand-
ers was perceived as more conservative, but that did not mean Sanders
would necessarily defeat Tower among the state’s conservative electorate.
I explained that while my information was accurate, it only reflected voter
perceptions—voters saw Sanders as more conservative simply because he
had defeated a perceived liberal in the Democratic primary.

Senator Tower interrupted my explanation, insisting that the survey
results were untrue, and therefore unreliable. It was well known that
Sanders was not a conservative. I pointed out once more that we were
not measuring reality. We were measuring perception. I smiled. “That’s
the good news.” Senator Tower looked perplexed, so I continued. If the
actual record showed that Sanders was indeed more liberal than Tower,
the Tower campaign had one crucial task ahead of it—present the facts to
better align voter perception with reality.

I suggested that he provide explicit examples of where his positions
were mote consetvative than Sanders’ positions. In addition, Senator Tower

needed to get as many conservative Democrats as possible to endorse his
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candidacy or, at the least, to not publicly endorse Sanders. In November,
John Tower defeated Barefoot Sanders 55 percent to 45 percent. The survey
results did not directly lead to John Tower’s re-election. Tower overcame his
opponent because of the way he used those results to address issues identi-
fied by the survey. I have learned this lesson again and again: The value of

information is in its use; not its collection.

Lesson #2: Make Sure Your Message Can Be Heard
and Accepted

Before information can be used effectively, it must be heard and accepted
by those who will use it. As a researcher, it is my job to not only present
my findings, but also prepare my audience for the information they will
receive. In the case of Senator Tower, I was able to convince him on the
spot that he could trust the information before him. At Xerox, the task
was a bit more complex. And the first time I achieved it, I did not realize
until after the fact that I had done so.

Eighteen months into my tenure as Manager of Market Research at
Xerox, and six years after my encounter with Senator Tower, I brought
challenging research findings to my company’s senior executives. Our
research indicated that the number of copies that could be expected to be
made using Xerox copiers was approximately 35 percent lower than the
number used in the company’s current long-range plan. This was startling
information, and potentially quite disruptive.

When I finished my presentation, several participants commented
on changes that would have to be made to the company’s long range
plan, but no one questioned my numbers. The CEO, Peter McColough,
thanked me for providing valuable information, and I was excused from
the meeting.

I went to the Westchester Airport and waited in the company hangar
for Don Lennox, the senior executive responsible for copier production,
to finish the meeting and join me for our flight back to Rochester. On the
plane, I told Don that I was surprised to have received so few questions; I
was also surprised that no one had questioned my results. Don’s response
was encouraging: “That was because your group had done a good job in

preparing them for some very bad news.”
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Later, I learned that my recent presentation was not the first time
management had been told that its market assumptions were inflated.
At an earlier review, a product planner noted the size of the market, and
projected just how many of the company’s copiers would be needed to
meet consumer demand.

One of his colleagues, the manager responsible for selling Xerox paper,
noted that if the program planner’s assumptions were correct, every piece
of 8 1/2 x 11 paper produced in North America would end up being run
through a Xerox copier. This, of course, was impossible. However, his
observation that the market couldn’t possibly be that huge fell on deaf
ears. No one questioned the original projections.

What was different about the approach our group used? Why did
the senior executives listen? Several factors made it possible for decision
makers to listen and use the data I presented:

We began by developing a two-track knowledge use system. Track one
involved the creation of a Research Utilization Group, whose task was to
answer two questions: (1) What did end users want to know? (2) In what
form did they want the information presented? Track two involved the
development of an information retrieval system that would give end users
casy access to information they needed. Figure 8.1 provides a graphic
view of the process we followed.

We considered the potential impact of our findings. Because of the com-
plexity of the study, the fact that it was the first one, and the anticipated
impact of the results, we put considerable effort into ensuring that the
results would be carefully analyzed, and any challenges to existing market
assumptions could be fully explained and accepted by senior manage-
ment. During the initial review it soon became clear that many assump-
tions about the size of the market had been overstated—in some segments
by a factor of two. Because of the dramatic differences between the study
results and the existing planning assumptions, we wanted to avoid a con-
frontation over which set of data was correct.

We thoroughly prepared our audience. Prior to the executive presen-
tation, members of the Research Utilization Group met with managers
from every unit, allowing time for each unit to both review and question
our results. Although the results of the study were not changed as a result

of these meetings, the manner in which the information was formatted
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and presented was modified to ensure that it would not be misunderstood
or rejected. By the time I presented our findings to senior management,
each of their direct reports had presented background on the study along
with its possible implications. By the time of my presentation, senior
managers were prepared to both hear the facts and to alter existing plans

in light of the new information.

Lesson #3: Make Sure Information Users Accept the Validity
of Your Findings

Following my time at Xerox, I joined Kodak, another large institution
with a rich history and a highly respected technology team. At the heart
of the organization was a group of chemists and other scientists who thor-
oughly understood the potential and limitations of silver halide chemis-
try, the key factor in the ability of photographic film to capture light. An
early encounter with this group reinforced what I had learned at Xerox
about presenting my findings, and also added another twist: How to offer
esteemed experts new insights into something they believe they under-
stand better than anyone else.

Kodak’s silver halide technology was so crucial to the company’s mar-
ket advantage that access to this group was only available on an as-needed
basis, approved by senior management. This intense focus on keeping
their knowledge within Kodak led some to refer to their work as occur-
ring behind the silver curtain.

During one of our studies, we asked customers to compare and
express their preference for different sets of color prints—some using
Kodak’s technology and others using Fuji’s technology. A majority pre-
ferred Kodak. However, the percentage that preferred Fuji exceeded its
current market share. We took this to mean that Fuji could potentially
gain market share, at Kodak’s expense.

The silver halide scientists rejected this possibility. They pointed out
that Kodak prints came closer to #rue color than Fuiji prints, and suggested
that we had not presented customers with properly developed samples for
comparison. According to their logic, a product that measured true color
would by default capture a larger share of the market.

Knowing that we needed their buy-in if we hoped to effectively use our

results, we agreed to replicate the study, and asked the experts to produce
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the prints, participate in the study’s implementation, and take an active
role in the analysis of our results. While the approach was different from
what we had done in the Xerox example, the purpose was the same—to
gain buy-in in order to avoid arguing over the data’s relevance and accuracy.

The results of the new study were consistent with our original find-
ings. The difference was that this time, the scientists couldn’t simply deny
our results because they didnt match their expectations. Most impor-
tantly, one of the silver halide experts said he knew how to slightly modify
Kodak’s existing film so that its level of preference would increase, and
thus match Kodak’s market share. This slight change could prevent Fuji
from capitalizing on the discrepancy between customer preference and
market share.

Because the scientists had participated in the study and had seen first-
hand what customers wanted, this change occurred without spending
unnecessary time and money testing a new film across Kodak’s global
markets. The modified film, which employed a new emulsion technology,
was created through a marriage of scientific creativity and market knowl-
edge. By ensuring that the users behind the silver curtain understood and
accepted the relevance of our findings, we managed to solve a problem

before it developed.

Lesson #4: Customer Behavior and Market Conditions Can
(and Will) Change

Unfortunately, some lessons only stick after an organization has lost an
important opportunity. In the case of Kodak, that misstep led the com-
pany to lose a potential advantage in the field of digital photography.
When I first joined Kodak, I visited one of the company’s largest photo
finishing customers. On the last day of my visit, the owners asked me to
find out how long would silver halide technology retain its superiority
over digital technologies in capturing images and making prints?

When I returned from the trip, CEO Walt Fallon and President Colby
Chandler scheduled a meeting to discuss the issue. I knew enough to real-
ize this was one of those questions for which the right answer at that time
starts with, /¢ depends. It depends on who is taking the picture. Do they
want a high-quality print? Would they be satisfied looking at an image on
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a television screen? Do they want a permanent record of the image? How
quickly do they want to see the image?

At the meeting, Fallon and Chandler asked how I would suggest
going about answering this question. I noted that the quality of the effort
depended on the extent to which senior executives participated in the pro-
cess.” We began by gathering input from people throughout the company
with diverse backgrounds in imaging technologies—including members of
the research and technical functions who were familiar with the capabilities
of digital and silver halide technologies. Teams were formed to take strong
positions on whether silver halide or electronics would dominate by 1990.

Each team debated its position with the purpose of uncovering and
assessing the most important assumptions that would have to be true for
a particular point of view to be accepted. Out of this debate grew a list
of critical assumptions upon which Kodak would develop its longer-term
strategy. All of this led to a 1981 document, from which the following

claim was made:

Technological innovation will enhance the growth of personal
picture taking, and today’s photographic industry participants
[Kodak and its business partners using silver-halide technology]
will share in that growth in the foreseeable future ...

(Not specifically mentioned in the circulated company docu-

ment, the foreseeable future was defined as a period ending in 1990.)

In essence, we alerted the management team in the early 1980s that
change was coming, and that they had a decade to prepare for it. As the
study predicted, silver-halide-based photography held its own throughout
the 1980s; by the 1990s, digital cameras and display technologies became
predominant.

Kodak made contributions to the emerging market and could have
been a dominate player, but they did not. By 1986, Kodak research labs
had developed the first megapixel sensor, which could record 1.4 million
pixels—somewhat greater than the 1 million pixels that would produce
prints of acceptable quality. But while Kodak positioned itself to compete
sometime in the future with other digital camera manufacturers, they did

not do enough.
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Management did not create a strategy to replace silver halide with
digital. Instead they chose to use digital to improve silver halide. So Sony
and Cannon took the lead. Once again, we learned that the value of infor-
mation is in its use and not its collection. Kodak’s information lost con-

siderable value because it was not used to the fullest extent.?

Lesson #5: Understand the Limitations of Mathematical Models
(Never Say “the Model Says”)

This realization took a full decade to play out at Kodak. In the meantime,
[ participated in many other interesting endeavors at the company. As our
Market Intelligence Group gained respect, I started receiving invitations
to product development meetings. There I encountered a fascinating and
potentially problematic challenge.

Kodak relied on talented mathematical model builders who helped
the company’s scientists find new ways to optimize photographic film
and paper emulsions that could be produced and used under a range
of conditions around the world. Because these models led to so many
positive results, they (and the model builders) enjoyed tremendous credi-
bility with senior management. As a result, the company’s high-level deci-
sion makers became convinced that the same scientific models should be
applied to more complex and uncertain issues and decisions, beyond the
scope of chemistry and other science.

In an effort to gain access to scarce resources, some of the model
builders began promising results that I was not certain their models could
deliver. In some cases, they did this through errors of commission (over-
stating the model’s capabilities). In others, they were guilty of errors of
omission (by not revealing the model’s limitations). When confronted
with concerns over whether the models could effectively address the most
complex and challenging questions, the model builders insisted that not
only could the model answer the question, but it could do so at the push
of @ button. 1 remained skeptical.

During one of these meetings, the proponent of an idea was asked
why the company should accept his proposition. He responded with
complete certainty: “The model says it will be successful.” Knowing some-

thing about the limitations of the model he was referring to, I voiced my
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concern: “Never say the model says. Tell us what you believe, based on your
understanding of the model’s output and limitations.”

In 1987, after I had left the company, Herb Blitzer, who had joined
Kodak’s Market Intelligence group, referred to this comment as Barabba’s
Law. He opened his commentary on a paper discussing a recently pub-
lished mathematical model as follows: “Before getting into a commen-
tary on the substance of the paper, I feel compelled to comment on
one specific aspect. Consider Barabba’s Law: Never say the model says.
Any hint of such behavior could lead to the complete discrediting of
the whole effort. Since no model can accurately capture the complexity
of a real situation, anyone with an interest in the outcome of an anal-
ysis can always find at least one issue to stall even the best analytical
work. Managers have a natural need to understand the logic of proposed
actions, and logic is what they should be given .... This paper frequently

states the model says.”*

Lesson #6: People Who Are Responsible for Innovation and Design
Should Be Involved in Determining What Market Information to
Collect (and How It Is To Be Collected and Presented)

Over the years, I continued to learn the same lesson: Make sure that
information can be used effectively. There is no reason to collect it if those
who need it either will not or cannot use it. During my career at GM, I
worked closely with an engineer named Harvey Bell, who reinforced this
lesson over the course of many different projects. Bell not only improved
his own knowledge use skills, but he helped the market research depart-
ment improve its data collection methods, ensuring that what we found
out was more relevant to the people who designed, developed, and man-
ufactured the company’s products.

GM'’s decision to use the 3800 V6 as the base engine in the 1996
Chevrolet Camaro and Pontiac Firebird offers a case in point. Bell,
the development team’s chief engineer, was not satisfied with the per-
formance of the vehicles” current engine—a 3.4-liter V6. The choice
to use this less-powerful engine was primarily financial, as it allowed
the company to make the most of its existing powertrain production

capacity.
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While that decision had merit, Bell was not satisfied with the existing
3.4-liter engine, and he knew it wasn't the best choice for the vehicles’
target market. He believed that if GM really wanted to satisfy customers,
the cars needed a higher performance engine. His counterparts in the
marketing department were concerned that although customers might
prefer such an engine, they would not want to pay for it. Bell sought
evidence to support his hypothesis that customers would be willing to
pay. He put the challenge to the market research community this way:
“Don’t tell me which engine to use in my car. Just describe the perfor-
mance customers want and let me know their willingness to pay. I'll take
care of the details.”

My market research team took up the challenge, using GM’s Market-
ing Dynamics Model (MDM), which was based on conjoint methodol-
ogy developed by Richard Smallwood to address Bell’s request. Customer
responses to a series of trade-off questions generated, attribute utility
scores and preferences, and provided an indication of how much custom-
ers would be willing to pay for these attributes.

The synthesis of customer information and engine performance data
led to the hypothesis that customers would pay more if engineers could
increase both fuel economy and performance. While many Firebird and
Camaro customers could not afford a V8 sports car, they aspired to own
and drive a higher performance vehicle. The engineers faced a clear chal-
lenge: meet that aspiration at a price the customer was willing to pay.

Bell and his team devised a solution that involved improvements
to GM’s existing 3800 V6 engine. It wasn't the V8 customers might
dream of, but it was superior to the existing V6. Engineers cut two
seconds off the engine’s 0 to 60 performance time, while also improv-
ing fuel economy. Months later, Bell proudly marched into my office.
“I told you so!” he exclaimed. Early market research comparing the sat-
isfaction scores of 1996 and 1995 buyers on engine features indicated
that the change had been worthwhile. Customers reported a substantial
increase in the areas where his team had focused their attention and
allocated resources: performance and fuel economy. By providing the
development team with the customer insight it requested, researchers
helped engineers design a product consumers preferred, at a price they

would accept.
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Lesson #7: Pay Attention to Emerging Concepts

When the concept of a digital economy was first discussed in earnest in
the mid-1990s, it was a revolutionary idea. At events like TED confer-
ences and Diamond (now PWC) Exchange events, I, along with other
GM executives, encountered emerging ideas that would eventually lead
to both new and exciting opportunities and new ways to uncover and
explore customer preferences.

In 2000, Mohan Sawhney of the Kellogg Business School at North-
western University introduced the concept of Metamarkets. He described
these markets in our minds as clusters of related activities that consumers
engage in to satisfy a distinct set of needs, organized around major assets,
life events, or business processes. Sawhney pointed out that the Internet,
by reducing the need for buyers and sellers to operate in close physi-
cal proximity, was creating the opportunity for new Metamarkets like
WebMD and Edmunds.com.

In addition to introducing this concept, Sawhney offered a keen
observation about why businesses often missed the opportunities in
Metamarkets: “Consumers think in terms of activities, while firms think
in terms of product.”

Sawhney’s observations were congruent with GM’s thinking about
new businesses. However, one component challenged GM’s line of think-
ing. Sawhney believed that the best way to gain trust and to fully engage
the consumer would be to position a third party as an intermediary
between GM and the customer. He suggested that a firm like Edmunds or
Kelly Blue Book should serve as a Metamediary, a trusted agent to make
the customer’s life easier (and to recommend GM products when and if
those products met the customer’s needs.)

This raised some profound questions, given that GM believed it could
be a trusted agent for its customers. Sawhney’s insistence on a Metamedi-
ary led us to ask the fundamental question: What would it take for us to

be a trusted intermediary?

Lesson #8: Learn the Value of Trust-Based Marketing

To move GM into a position where the company could be that trusted

intermediary or advisor, we started to think in a new way—not just as a
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producer of GM products, but as an advisor that would help customers
buy what they wanted. If that was a GM product, great. But even if it was
not, we would learn a lot about what customers wanted and why they
were not buying from us. We would know more than our competitors did
and could fix problems and spot trends sooner than they could.

The website that is now known as MyProductAdvisor.com started out
as AutoChoiceAdvisor and was provided by GM at no cost to the con-

sumer. The concept went through all three stages:

Stage 1: Ridiculed: Are you kidding? Who in their right mind would
believe GM could be trusted? Why would we be dumb enough to
spend our money to let someone know we did not have the vehicle
they wanted?

Stage 2: Opposed: Youre not going to get money out of my budget to
develop this. We will not take a chance on losing even one sale,
while we have chance of increasing our market share.

Stage 3: Self-evident. Oh, 1 get it! We have more differentiated vehi-
cles than any of our competitors. Therefore, we are more likely to
meet every customer’s needs better than any of our competitors.
AutoChoiceAdvisor.com allows customers to find out—without
being limited to traditional communication and distribution
channels or a strongly held (and incorrect) perception of GM’s
comparative quality—that we have the vehicle they really want,
and we should be considered. Who said the Internet would not

help us?!

Our team was able to overcome both ridicule and opposition by
demonstrating to management that we had a clear and beneficial destina-
tion in mind. We also showed that we needed time and money to prove
the approach, which we were convinced would help our site become the
trusted destination for automotive customers.

As part of research conducted for GM, an MIT team led by Glen
Urban developed an Internet-based system called 7ruck Town, in which
a customer could call up a virtual advisor to discuss vehicle preferences.
Based on that conversation, the advisor would recommend a particular
truck. More than 75 percent of Truck Town’s visitors said that they trusted

these virtual advisors more than traditional communication methods.
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This finding was instrumental in GM’s realization that the honesty
implied by the virtual advisor’s unbiased conduct was critical, and must
be a component in any Internet trust-building program. In a later article,
Urban pointed to the benefits of listening in as customers communicated
with the virtual advisor regarding their preferences for certain attributes.

Because consumers were coming to the advisor through the Inter-
net and not on-site computer aided questionnaires, the recommendation
technology for the AutoChoiceAdvisor (and then applied to MyProduct-
Advisor.com) was developed by Dick Smallwood using a new application
of Bayesian inference to the modeling of shopper values. Once custom-
ers reached the website, they answered a series of questions about their
needs. How will they use the vehicle? For commuting? Carpooling? To
haul a trailer? What is their price range? What body types and brands do
they like? Fuel economy? What vehicle attributes do they prefer? Cargo
capacity? The advisor then asked users to rank their priorities. Did they
care most about price range, or are other attributes most important? Is
body style an important consideration, or would they prefer better fuel
economy?

To guarantee an unbiased response to the shopper’s answers, the mea-
surable characteristics of each vehicle in the system came from recognized
industry sources.

Because trust is so important, the site made it clear that the infor-
mation consumers provide, remained confidential. No representative
would contact them about their responses unless they ask for the con-
tact. Individual information is aggregated so that personal informa-
tion is anonymous; the site had no persistent cookies and required no
registration.

To address the initial and lingering concerns about potential perceived
bias and to reach out to a broader consumer base, AutoChoiceAdvisor
became MyProductAdvisor.com in 2004, with management transferred
to the Market Insight Corporation, a company founded by Dick Small-
wood and myself after I retired from GM and now led by Rich Falcone.

Lesson #9: Real Time Consumer Information Is Essential

Another crucial reason to move forward with a GM’s trusted advisor

site came as a result of engineers’ need for more up-to-date consumer
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information. Referring to activities that occurred in the mid-1990s and
beyond, Harvey Bell (the engineer I mentioned in lesson #6) noted that
while he was impressed with how collaboration was improving GM’s
vehicles, given the incredible change in available technology and chang-
ing consumer preferences, the shelf life of the information available for
decision making was not very long. In his ideal world, he would have the

following:

* Continuously up-to-date customer data

* DPeriodically updated product data

* More complete definitions of customer preferences
* Enterprise-wide availability

* Faster turn-around times

e Better accuracy

e Fase of use

While Bell’s request seemed reasonable, the conjoint data collection
and analysis process for the MDM cost several million dollars. As a result,
we conducted the survey only once every three years. Getting to Harvey’s
request led us to consider gathering customer preferences in real-time
through an online advisor at the time they were actually considering
making a purchase.

The concept was to have each consumer visiting the advisor to leave
behind an anonymous record of their preferences, which could serve as a
replacement for the conjoint data used in the MDM systems. This advi-
sor data would have several key advantages over the traditional recruited

consumer panel data used for the MDM:

* Respondents were actual shoppers, not selected potential
buyers.

* Given their purpose for coming to the site, respondents had
an intrinsic incentive to provide accurate data.

* Respondents were entering their data 24/7, thereby
creating large samples and a continuous record of

customer preferences.
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* The data were relatively inexpensive to collect.
* The data were always up-to-date, thereby decreasing

turn-around times for analysis of results.

The information gathered by MyProductAdvisor became part of a
newly-established, corporate-wide system bringing together many dif-
ferent internal functions, including Portfolio Planning, Global Product
and Consumer Research, Long-Term Forecasting, Revenue Management,
Advanced Vehicle Development, Strategic Initiatives, and Research and
Development. This led to increased coherence among these internal func-
tions regarding customer needs and preferences. Given its extended use
and relevance, the system was expanded into the Chinese and German
markets.

GM could now also aggregate the consumer preferences into a model
of the automotive market. This model can be used to evaluate the rela-
tive value of vehicle functionality changes, new features, or additions in
the market, and can be viewed over time to identify how the changing
environment might affect decisions at GM. MyProductAdyvisor allows
this model to be updated with real consumer preferences continuously
throughout the vehicle development process.

This approach did not replace all current market research methods,
but provided a complementary approach that improved understanding of
customers more likely to be in market, and provides more timely reports.
Its value showed up almost immediately, as GM was able to see how
changing fuel prices during the build-up to the Iraq war was affecting
customer’s preferences for different size vehicles.

Most importantly, this market sensing approach replaces traditional
market research based on (1) prospectively asking what customers are
likely to do before they are in the market or (2) retrospectively asking cus-
tomers to remember what they did and why. Figure 8.2 illustrates market
sensing by means of my MyProductAdvisor.

It also offers GM a better understanding of the vehicle market, and
helps the enterprise understand whether customers are not fully aware
of the company’s products or whether they are fully aware of what the

company has to offer, but are not interested. For example, if an analysis of
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Figure 8.2 Application of MyProductAdvisor to GM wehicle market

the existing portfolio demonstrates that a product exists that would meet
customer requirements to a greater extent than reflected in current sales,
that insight provides a strong signal to those responsible for marketing
communication to determine whether or not the existing communication
program is achieving its objectives. If the product is seen as acceptable but
not priced competitively, the company can adjust the price. If customers
are not fully aware of the benefits of new technology or the application
of existing features, the enterprise can decide to increase its advertising or
public communication programs to ensure the market is fully informed
of the benefits.

The process serves as an improved communication channel. When the
company chooses to add or modify a vehicle, the minute that vehicle or
modification is available in the market, it shows up in the desired charac-

teristics of those customers whose requirements it meets.

Lesson #10: Don’t Let Success Lead to Overconfidence

In essence, we have used 21st Century thinking and technology to

achieve what Buck Weaver’s integrative thinking sought to accomplish, as

he described it in a 1935 article in the Annals of the American Academy of
Political and Social Science:
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All other things being equal, a manufacturer who hoped to sell
products at a profit required two important factors: first, the man-
ufacturer’s knowledge of the consumer’s needs, tastes, and desires;
and second, the consumer’s knowledge of the manufacturer’s

product and services.®

Conclusion

How did Weaver fall into such obscurity? And why—with AutoChoiceAd-
visor—was GM rediscovering what it apparently already knew, 70 years
earlier? Market factors tell much of the story. For the duration of World
War II, GM stopped production of personal vehicles. In the period fol-
lowing the war, the American economy and the movement to the suburbs
led to unprecedented demand for new vehicles. GM and other manu-
facturers were able to sell everything they made. This practice—coupled
with belief in their success—led to a dangerous attitude: “We know what
the consumer wants, better than the consumer knows—and we have the
sales records to prove it!”

However, as the decades progressed, demand far exceeded supply. As
new competitors from overseas entered the American automotive market,
customers suddenly had more options, and GM suffered. The company
had to get back to basics—as Weaver put it, “finding out what people like,
doing more of it, and finding out what people don't like, doing less of it.”

When it first introduced AutoChoiceAdvisor, GM believed it was a
first for an original equipment manufacturer. Subsequent research, how-
ever, surfaced an earlier example, a brochure called “Your Car as You
Would Build It,” produced by Weaver and GM’s Customer Research Staff
in 1932. Weaver offered a survey that was “easier than a crossword puzzle”
and could be completed in 10 minutes. He also promised confidentiality,
and that the information would be used to improve automotive products.
And he did it all with no advertising.®

Thousands of individuals completed the survey, and their responses
were key-punched into Hollerith machine cards and tabulated on elec-
tronic accounting machines. The results were studied by GM engineers,
then published in an 80-page, fully indexed book called “The Automobile
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Buyer’s Guide,” available to the original respondents and anyone else who
wanted one. This buyer’s guide reflected the views of the 211,000 motor-
ists who responded to GM’s surveys. Over the years, 2.5 million copies
were printed. The book, which covered everything from acceleration to
foot rests, fenders to crankcase ventilation, also included survey questions
throughout the text, thus allowing readers to compare their own opinions
to the full survey results.

I wish we could say that through diligent research, GM employees
scoured the GM archives looking for inspiration from decades past,
and discovered “Your Car as You Would Build It.” In truth, a search for
GM-related materials on e-bay turned up a 1934 edition of the bro-
chure that seemed, at best, to provide further insight into GM’s histor-
ical accomplishments. What a surprise to discover that the brochures
advanced many of the same concepts that the AutoChoiceAdvisor team

was proposing, namely:

Transparency: Maintaining transparency between enterprise and
customer, which forms the basis of trust.

Outreach and communication: Reaching out and communicating on
a more personal basis.

Engaging information users: Providing consumer-based guidance to
GM’s scientists, engineers, and designers—those who could actu-

ally use it.

Today, market sensing involves tremendous outreach efforts, increased
transparency, and a commitment to information users as well. Today,
MyProductAdvisor receives 30,000 unique visitors per month across three
countries with shoppers spending more than 20 minutes per session and
on average experiencing 60 page views. I'm sure if Buck Weaver was still
around he would commend the current leadership of MyProductAdvisor
for keeping up with the changing market conditions and providing a
consumer-sensing device that reaches across the global market. I hope
that over the next 50 years, insightful researchers maintain a connection
with the past as we develop newer, contemporary approaches to meet the

needs of consumers in an uncertain future.
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Notes

1. In 7ime, page 68 (quoted in Barabba 2003).

2. 1 gratefully acknowledge permission received from Eastman Kodak
Company to discuss the results of the approach used to reveal underlying
assumptions found in this section.

3. For a more detailed discussion of Kodak’s actions, see Carroll and Mui

(2008).

Blitzer (1987). The topic is also discussed in Barabba (1994).

Urban and Hauser (2004).

Weaver (1935, 93).

Time, p. 66 (quoted in Barabba 2003).

Weaver (1932).
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delivery, 77
Learning, 2
flows, 3
orientation, 4
LinkedIn, 34
Living Social, 114
Long-term strategic decisions, 23

Loyalty, 31

Machine learning, 142
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of, 51



170 INDEX

Managers
awareness about effectiveness of
their competitive intelligence
systems, 55
need to develop strategic marketing
plan, 19
as network engineers, 53—-54
Market
action, 10-12
assessment, 4, 6—8, 69
data, 61
demand, 124
driven orientation, 2
driving, 2
planning, 8
response, 4, 8-10
scanning, 2
segmentation analysis/ research, 8-9
strategy, 9
strengths, 24
use of mind genomics, 126
Market commonality, definition of,
24
Marketers, 26, 43, 66-67, 83,
113-114, 118
Marketing
automation, 29
decision making, 8
departments, 12
metrics, 51
mix, 10
overwhelmed by it and big data,
113-115
Marketing Dynamics Model (MDM)
of GM, 156, 160
Marketplace, 88
power, 82
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43-44, 61-62, 100, 140
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definition of, 1, 123
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152-154
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155-156
impact of overconfidence,
162-163
learning the value of trust-based
marketing, 157-159
limitations of mathematical
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154-155
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real time consumer information,
essentiality of, 159-162
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value of information, 147-148
and market action, 10-12
and market assessment, 4, 6—8
and market response, 4, 8-10
for new unmet consumer needs, 11
organizational perspectives on, 3—6
origin of, 105
practices, 124
process of, 105
role of, 2
scope of, 3
subprocess of, 3
substantive facets, 123
a table-stakes skill, 81
using of unstructured data
analytics, 67-76

Mass media, 34

Metaphor, definition of, 87
Metaphor elicitation, 13
Microsoft, 27

Mind genomics, 141

case history
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132-134
teenager faces the hospital,
135-136
weight issues among adolescent
females, 136138
meaning of, 125-126
origins of, 126
scanning of environment
through personal interaction
with person, 138-139
through person identification
mind-set from database,
139-140
science of, 126
sensing the market, 126
steps in, 127-132
Minds, measurement of, 125
Mobile devices, 61
Mobile phone tracking, 13
Mobile website, 120—121
MyProductAdvisor, 158-159,
161-162, 164

National Football League (NFL)
Super Bowl commercial, 82

Netscape, 27

New competitive analysis framework,
25

New market, 7

New products, 2-3, 7

New unmet consumer needs, market
sensing capability for. See
Market sensing capability for
new unmet consumer needs

Nokia, 81

Nontargeted consumer, 28

Nontraditional end-of-life service, 89

Online presence, 34

Online reviews, 27-28

Open internet, 62

Organic measurement of relevance to
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Organizational chimneys, 5

Organizational learning capability, 2

Outside-in market sensing, 75-76
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Patient journey, 73-75
People trust institutions, 29
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69-71
Personal intelligence, 45
Personal viewpoint identifier (VPI),
138-139, 142
Players in the market, types of, 22-23
Political, Economic, Sociocultural,
Technological, Environment,
and Legal (PESTLE) analysis,
20
Porter’s Five Forces model, 20-21
competitive strategy analysis,
elements of, 35-36
limitations of, 23
updation of, 25
weaknesses of, 22
Portfolio management, 24
Prebattle competitive relationship,
23-24
Presence of constraints, 24
Process, 24
Proctor & Gamble, 51
Producers, 27
Project design, 89-96
Promotion, 51
Props, 94

Radio frequency identification
(RFID) technology, 13

Real time unstructured data analytics,
practical implications of,
76-78

Reflecting, 124

Regression constant, 130-131

Regulation, 24

Regulators pressure to treat customers
fairly, 30

Relationship to resources, 24

Resource equivalence/similarity,
definition of, 24

Response emotions across segment,
73-75

Response segments, 69

Results-oriented measurement system,
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Sales funnel, 113—114. See also
Google Analytics (GA)
Sales metrics, 51
Samsung, 120
Scanning model framework, 7
Search Engine Optimization (SEO),
111, 116-119
Sense incipient preferences, 124
Sense making, 2, 13, 124
meaning of, 3
relevant signals without noise, 69
Sensing, 2, 124. See also Market
sensing capability
meaning of, 3
Seven Forces model framework, 25,
35
Shareholder, 24
Short-term strategic decisions, 23
Silos, 5
Single player, 23
Sixth Force, 22
Size of market, 24
Social intelligence, 61
Social media, 30, 33, 61-62, 114-115
data, 29
interactions on, 34
listening, 13
market sensing of, 34
Soft drink companies, 81-82
Star, 95-96
Statistical sampling, 111-112
Strategic alliances, 22
Strategic behaviors, dimensions of, 23
Strategic competitive intelligence,
45-46
Strategic market sensing, 2
Strategy development process, 20-21
StratoServe Blog, 107
Suppliers, 22, 24
Supply chain, 114
Survey vs unguided organic social,
75-76

Sustainable competitive advantage, 19

Tactical competitive intelligence, 45
Technical intelligence, 45
Technology, 26

Time Block Activity Matrix, 6

Time horizon for results, 24
Traditional funerals, 90-91
consensus map for consumers

segment think and feels
about, 92

Traditional market sensing
approaches, 78

Traditional modes of market sensing,
11

Training, 54

Triage, 24

Truck Town system, 158

Trust-based marketing, 157-159

Trust in banks, 29

Twitter, 114

Unguided social question bias vs
organic, 77
Unstructured big data analytics, 79
Unstructured consumer data, 61-62
analytics and challenges of, 64-67
growth and opportunities of, 63
market sensing using, 67-76
real time unstructured data
analytics (see Real time
unstructured data analytics)
Unstructured market sensing, 78-79

Upward mobility, 51
Voluminous marketing, 1

Web analytics, 13

Website of organization, steps for,
110-111

Wirthlin Report, 86

World War II, 163

‘Writer, 93

Xerox reprographics market study,

149-150

Yelp, 114
YouTube, 27

Zaltman Metaphor Elicitation
Technique (ZMET), 84,
87-89, 96, 99-100
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