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:::: PREFACE

he business world has never been changing faster! Businesses can’t assume that con-

tinuing to operate their functional areas by the same old processes, with the same old

technology, managed in the same old way will continue to produce the same old good

result. The need for intelligence supported by a connection with customers, employees,
and other constituencies is more important than ever. Business researchers are challenged with
the job of producing just this type of intelligence. The ninth edition of Business Research Methods
addresses the dynamic nature of today’s business world while conveying the essential elements of
the business research process.

Most readers understand that managers want answers to business questions. What is not so
obvious is the complexity involved in specifying the correct research questions and determining
the appropriate process for collecting, analyzing, and presenting information. This is the role of
a business researcher, who must develop the skills to clarify the research objectives and possess
the ability to manage the search for information. With the technological capabilities we have
today, that means searching through terabyte after terabyte of existing information to pick out
those elements which best hold the possibility of turning into useful intelligence. This informa-
tion must be complemented by original data gathered by the researcher. All the intelligence
must then be communicated in a way that helps managers make decisions. When it works right,
business research is a win-win proposition. The process enables a company to identify its custom-
ers, understand its employees, and design processes, products, and services that maximize value
for all. In return, the company receives value as the customer spends their hard-earned money,
employee engagement increases, and more effective business practices are implemented. As a
result, everyone wins!

Trying to find just the right piece of business information via the Internet can be like searching
for a needle in a haystack. This information may well be hidden beneath piles and piles of irrelevant
stuft! Or, how about trying to find a key piece of business information that may be hidden in the
mind of a consumer or employee? A customer may not even be consciously aware of all his or
her reasons for some preference or behavior and, consequently, can’t identify or talk about it. An
employee may not even realize that he or she possesses information vital to the organization. How
do you go about uncovering this information that could be so crucial to making a good business
decision?

That’s where this text comes in: Business Research Methods equips students with the knowledge
and skills needed in their search for business intelligence. The process we describe includes six
steps. Researchers must first work together with decision makers to decide what they are look-
ing for—that metaphorical needle in the haystack. The next two stages plot out the way to go
about finding the needle. Next are two stages that focus on the actual search for the needle. The
process concludes when the business researcher communicates the benefits of finding “pointed”

Xviii
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information that can help mend problems or create something really new and special for the deci-
sion maker. Success in this process usually merits the researcher a reward that is a bit more valuable
than that needle!

Enhancements in Business Research Methods

To ensure that students are able to conduct business research with an understanding of all the latest
theories and techniques available to them, the ninth edition is revised and updated. In response to
reader feedback and changes in the research environment, two key enhancements have been made:
(1) the ninth edition provides greater examples, illustrations, and applications of the global nature of
business and (2) focuses more heavily on the role of technology in research. Without a doubt these
issues—globalization and technology—continue to revolutionize business research. The Internet
has affected all phases of research by altering information systems, ways of gathering secondary data,
survey processes, sampling, questionnaire design, primary data collection, qualitative analysis, and
communication, among other things. In the ninth edition, practically every chapter includes sig-
nificant coverage of technology-related topics, and most chapters also include review questions and
activities that get students involved with the Internet or other applications of technology in a relevant
way. The Survey This! feature gets students and instructors directly involved with one important way
that the Internet has changed research. This particular feature provides first-hand experience with
the process, and illustrates the advantages and disadvantages, of using online questionnaires.

Opverall, here is a summary of some of the key improvements and features of the ninth edition
of Business Research Methods.

® Increased Coverage of International Business Issues—The text makes greater use of examples
from companies and countries around the globe. Readers of this book from outside North
America will appreciate more familiar examples that are relevant to their daily life. The inter-
national examples will also open up North American students to research issues beyond the
domestic market. For all readers the examples illustrate global dynamics. This is a particularly
important enhancement to the text since cultural and language barriers often present chal-
lenges for the business researcher.

m  Surey This! Feature—First introduced in the eighth edition, Survey This! allows students
to respond to an online questionnaire hosted with Qualtrics software. The questionnaire
involves students’ opinions, activities, and interests regarding matters related to studying busi-
ness and careers in business fields. In the early chapters, this feature is useful for critiquing the
way questionnaires are constructed and how research hypotheses are addressed in a question-
naire. New to the ninth edition is a populated data set for instructors based on the Survey This!
questionnaire. This data can be used in later chapters as illustration of the statistical techniques
discussed in the text. Students also get access to Qualtrics to design their own questionnaires.

B Attention to Qualitative Research—Companies are increasingly realizing the benefits of qual-
itative research. In response to this important phenomenon, Chapter 7, Qualitative Research
Tools, provides a comprehensive overview of qualitative research techniques. The chapter
focuses on various approaches to qualitative research and the corresponding interpretative
techniques that turn qualitative data into business intelligence. Phenomenology, grounded
theory, ethnography, and case study approaches are all covered. Qualitative research is also
integrated into several other chapters. For example, the Internet is not just a way of collecting
quantitative data. Qualitative research is being dramatically changed by the Internet as con-
sumers leave more and more artifactual data behind on social networking websites, company
chat rooms, blogs, microblogs (such as tweets left on Twitter), and more. Thus, qualitative
research tools and approaches are highlighted throughout the text.

®m Breadth of Business Coverage—The ninth edition further broadens the spectrum of business
activities and touches on practically all areas of business including marketing, management,
finance, business ethics, and accounting. The examples reflect the diversity of today’s business
world. Many of these examples are captured in the Research Snapshot features, which tie busi-
ness research together with current events, ethics, technology, and topics of particular interest
to the business research student.

Copyright 2012 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Xix



Preface

m  Chapter Vignettes—The chapter vignettes were carefully examined and updated. Several are
new to the ninth edition. Each vignette sets the stage for the chapter by introducing topics
taken from both well-known and lesser-known companies, topical areas of interest in the
current business literature, and slice-of-life business situations. The vignettes help frame the
material included in each chapter and put core course concepts into a real-life and current
context.

m  Comprehensive Cases—The ninth edition includes online access to comprehensive cases that
allow the student to get real hands-on experience doing research. Selected cases also include
data that can be downloaded from the Instructor’s Resource CD or the companion website
for the text. The data are ready to be analyzed using Excel, SPSS, or SAS, or any other soft-
ware capable of reading data from a spreadsheet. Shorter and more-to-the-point cases are
included at the end of each chapter. Several of these cases involve simple data analyses and are
accompanied by data also available on the instructor resource disk or the book website.

m A Simplified Approach and Style—The Research Snapshots, chapter Learning Outcomes, and
end-of-chapter materials are presented in a form that allows greater focus on the truly impor-
tant information. The Learning Outcomes ensure an important coherence and structure to the
chapters that culminate with the end-of-chapter materials.

m  Tagged End-of-Chapter Exercises—The end-of-chapter materials contain a number of ques-
tions that pertain to either ethical issues in business research or exercises requiring students to
get involved with research via the Internet. These items are each uniquely tagged with a visual
symbol, making these particular exercises stand out with a clear, identifying mark.

Organization of the Book

The organization of the ninth edition of Business Research Methods follows the logic of the business
research process itself. The book is organized into seven parts, with each part presenting the basic
research concepts for one of the stages in the research process. Each part also discusses how these
concepts relate to decisions about conducting specific business research projects.

Part One: Introduction emphasizes the interplay between research and business and how the
importance and scope of research varies with different business situations. Included in this discus-
sion is an overview of computerized data management and information systems, an outline of the
entire business research process, and an explanation of how all of this is changing due to technol-
ogy. Chapter 3 is devoted to theory development and explains why theory is important to effective
research, and how research is a way that theory is tested.

Without high ethical standards, no business is a “good business.” Thus, the introductory mate-
rials also include an emphasis on business ethics and the special ethical problems associated with
business research. Chapter 5 focuses exclusively on business ethics and the interplay between orga-
nizational dynamics and research.

Part Two: Beginning Stages of the Research Process covers the essentials involved in
starting to study business problems. This part emphasizes decision making, problem definition,
and the process of how the business problem must be translated into research questions and/or
research hypotheses. Research proposals are covered in some detail, and the reader is encouraged
to see these as the written agreement that helps put the decision maker and the researcher on the
same page.

Chapter 7 emphasizes qualitative research applications. One role played by qualitative research
is helping to separate problem symptoms from true issues that can be attacked with business
research. However, qualitative research extends far beyond problem definition; it allows greater
potential for discovery as well as deeper and potentially more meaningful explanations in business
research. Part Two concludes with Chapter 8, which provides detailed discussion of secondary data
and emphasizes its increasing importance in a data-rich world.

PartThree: Research Methods for Collecting Primary Data examines the topics involved
in collecting new data for the specific problem at hand. For example, the chapters describe issues
related to planning, conducting, and administering surveys, which remain a mainstay for collecting
consumer and employee opinions, attitudes, and behaviors.
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Additionally, Chapter 12 focuses specifically on experimental research. Experiments allow the
researcher to establish causal inferences. They can, however, be intricate to design and implement,
and conducting experiments that provide valid results is no simple matter. When done correctly,
experiments can provide extremely important business intelligence.

Part Four: Measurement Concepts describes key concepts of measurement that are funda-
mental to conducting valid business research. This part of the text discusses the foundation of mea-
surement theory. Key topics include descriptions of the different levels of scale measurement and
how this affects analysis and the interpretation of results. Basic ways to measure human attitudes
and practical matters dealing with questionnaire design are also discussed. An increased emphasis
is placed on the use of new technologies for conducting interviews. For instance, how does asking
a question in an electronic format expand the options for respondents and the researcher? Topics
such as these are highlighted in Part Four.

Part Five: Sampling and Fieldwork explains the difference between a population and a
sample. The reasons why sampling is needed and how it can be used to confidently allow predic-
tions about larger numbers of people are covered.The fieldwork process is also discussed, including
the importance of supervision of fieldwork. This section shows how to avoid sloppy sampling and
poor field supervision, which can lead to error in the business research process.

Part Six: Data Analysis and Presentation covers important processes necessary in translat-
ing raw data into business intelligence. Included among these topics are the editing and coding of
the data. The coded data are then ready for analysis, and this section presents the most commonly
used methods for analyzing data.

Basic descriptive statistics are discussed as ways of portraying key results including central ten-
dency and dispersion. Inferential statistics are discussed, including often-used univariate and bivari-
ate approaches such as f-tests. Multivariate statistical approaches are also introduced so that the
reader has an awareness of techniques that can analyze many variables simultaneously. Hands-on
experience with basic multivariate procedures is also provided. The final chapter brings everything
together by including a discussion of how to eftectively communicate research results via a report
and/or presentation.

Part Seven: Comprehensive Cases with Computerized Databases make up the last
section of the book. These cases provide materials that challenge students to apply and integrate
the concepts they have learned throughout the course. Instructors will find that these cases pro-
vide flexibility to either expand or simplify the assignment to suit the demands of varying course
assignments.

The cases provide greater variety than earlier editions, including some that involve analysis of
internal organizational problems as well as an opportunity to use qualitative research. When quan-
titative data are included, they can be easily analyzed with basic statistical tools like SPSS. Excel files
are also included with the same data. These files can be read directly by statistical programs like SAS
or other programs. A new comprehensive case has been added to the ninth edition.

Superior Pedagogy

More than other research textbooks, the ninth edition of Business Research Methods addresses stu-
dents’ need to comprehend all aspects of the business research process. The following features
facilitate learning throughout the book:

B Learning Outcomes. Each chapter begins with a concise list of learning outcomes that
emphasize the major areas of competency that students should achieve before proceeding to
the next chapter. The key i1s to avoid labeling everything a major learning outcome and to
provide instructors with flexibility for emphasizing additional material as they see fit.

m Headings Keyed to Learning Outcomes. First-level headings, with the exception of
those labeled “Introduction,” are keyed to learning outcomes. This should be an aid in
developing assessment rubrics and makes the book more user friendly in terms of identifying
key material.

B Research Snapshots. All of the box materials share a common title, Research Snapshots.
Each chapter contains multiple Research Snapshots. The boxes explore business research
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processes in a variety of modern businesses situations, ranging from international consider-
ations to research ethics. Some boxes also illustrate research techniques and applications in a
step-by-step fashion. Every attempt is made to make the box material lively and relevant to
the subject matter of the chapters.

m  Writing Style. An accessible, interesting writing style continues to be a hallmark of this book.
With a careful balance between theory and practice and a sprinkling of interesting examples
and anecdotes, the writing style clarifies and simplifies the business research process. In addi-
tion, the text offers a comprehensive treatment of important and current topics.

m  Statistical Approach. A review of statistical theory provides students with an overview of
the basic aspects of statistics. However, since this text stresses managerial applications more
than statistical theory, students are given tools to perform the most common business research
data analysis. More sophisticated data analysis approaches are left for further reference. Thus,
the readers can learn how to test simple hypotheses involving differences between means or
relationships among variables. Cross-tabulation, f-tests, ANOVA, and regression are covered
in sufficient depth to allow students to use these techniques. In addition, easy-to-follow, click-
through sequences can walk students through most basic approaches to producing statistical
results.

B Key Terms. Learning the vocabulary of business research is essential to understanding the
topic, and Business Research Methods facilitates this with key terms. First, key concepts are
boldfaced and completely defined when they first appear in the textbook. Second, all key
terms and concepts are listed at the end of each chapter, and many terms are highlighted in a
marginal glossary. Third, a glossary summarizing all key terms and definitions appears at the
end of the book for handy reference. A glossary of frequently used symbols is also included.

m  Ethics Questions. Identified by a special icon, ETHICS, ethics questions are included in most
chapters. Among the compelling issues students are asked to explore is redefining the right
to privacy in light of new technology. The ethical issues also provide a great opportunity for
building critical thinking skills.

® Internet Questions. Internet questions also are identified by a special icon, ‘NET. Nearly all
chapters include multiple questions and research activities that illustrate advances in Internet
applications common to business research.

B Research Activities. The end-of-chapter materials include real-world research activities
intended to provide actual research experience for the student. Most provide an opportunity
for the student to gain experience in multiple content areas. Some involve ethical aspects of
research, and some involve Internet usage.

m Cases. Cases, often taken from real-life situations, illustrate business research concepts and
build knowledge and research skills. These cases offer students the opportunity to participate
actively in the decision-making process, one of the most effective forms of learning.

Comprehensive Instructor Resources

We believe it is important for any text to develop comprehensive supplemental materials to sup-
port instructors in their vital teaching function. Because of this pedagogical philosophy, there is an
extensive learning package provided with Business Research Methods.

m  The Instructor’s Resource CD-ROM (ISBN: 9781133190967) contains valuable instruc-
tor resources on one easy-to-use CD-ROM: the test bank, ExamView testing software, the
instructor’s manual (includes comprehensive lecture outlines, solutions to all assignments, and
case solutions), PowerPoint presentation slides, video instructor’s manual, and data sets for
cases. The IRCD files were prepared by Laurie Babin of The University of Louisiana—Monroe.

®  Data sets are provided that match several end-of-chapter exercises and different case analyses.
The data are provided both in Excel files, allowing great flexibility for use of the data with
many programs, and in SPSS files, which are ready to use with either the student or full ver-
sion of SPSS. Students may download the data sets at http://login.cengage.com by clicking on
the textbook and then on “Data Sets.” Data sets are also available on the Instructor’s Resource
CD-ROM.
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B  Web resources at http://login.cengage.com provide the latest information about what’s
new and what’s cool in business research. The instructor’s manual, test bank, PowerPoint
slides, and video cases can also be found here. The site also features links to other research-
related sites.

B The Qualtrics Research Suite was built for researchers by researchers. Enclosed with each new
copy of Business Research Methods is an access code that provides access to an extremely elegant
tool that makes survey creation easy enough for an intern while at the same time sophisticated
enough for the most demanding academic or corporate researcher. Qualtrics allows students
to create and deploy surveys, and provides data for analysis. A survey included in the book can
be taken by students and they can access the data collected from adopters of Business Research
Methods from around the globe. Qualtrics 1s also a perfect solution for instructors who have
students conduct a survey project as part of a term project.

B Preloaded with content and available free via PIN code when packaged with new texts,
WebTutor ToolBox pairs all the content of the text’s rich companion website with all the
sophisticated course management functionality of a Blackboard or WebCT product. Instruc-
tors can assign materials (including online quizzes) and have the results flow automatically to
their gradebooks.

Resources for Students

To promote learning and competency, it is also important to provide students with well-crafted
resources. In addition to covering the latest information technology (described above), the ninth
edition includes the following student resources:

B The student companion site is located at www.cengagebrain.com. At the CengageBrain.com
home page, search for the ISBN of your textbook (from the back cover of your book) using
the search box at the top of the page. This will take you to the product page where you will
find chapter quizzes, flash cards of key terms, the very best online business research resources
available, and much more.

B The Qualtrics Research Suite is also available for students. Qualtrics allows students to create
and deploy surveys, and provides data for analysis.
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CHAPTER

Chapter Vignette:

L

The Role of Business
Research

EARNING OUTCOMES

After studying this chapter, you should be able to

1.
2.
3.

Understand how research contributes to business success
Know how to define business research

Understand the difference between basic and applied business
research

. Understand how research activities can be used to address business
decisions

5. Know when business research should and should not be conducted

Appreciate the way that technology and internationalization are
changing business research

ESPN Hits a Home Run by Leveraging the

Power of its Business Research

0 many people, the abbreviation ESPN says it all
when you are thinking about sports program-
ming. The Entertainment and Sports Program-
ming Network was launched in 1979, with its
famous SportsCenter broadcast followed by a presentation of a
slow pitch softball game. Over time, ESPN has become a media
juggernaut, expanding its sports content and programming
globally, and is a media presence in every possible outlet, includ-
ing television, video, and the Internet. In fact, ESPN.com has
long been one of the most visited sites on the World Wide Web.
It is the passionate sports fan that makes ESPN's success pos-
sible. Over the years, information about the people who watch
and interact with ESPN content had been slowly accumulating
across their different media outlets. This information included
not just web clicks and television viewership, but also purchases
from ESPN and its affiliated advertising partners. Since this
information was located in separate databases and across dif-
ferent operating units, it had become difficult to know just who
the fan was, and what they were truly interested in. What could
be done with this considerable business information? Could
ESPN become more knowledgeable (and more profitable) by
learning more about the sports fans who use their content?

The answer was a resounding “Yes!” ESPN partnered
with Quaero, a business research company that specializes in
customer intelligence, to integrate their numerous databases
and begin to learn more about how fans use their media,
and what specifically they were looking for. They learned that
enhancing the fan’s experience, regardless of the media, had
bottom-line implications for their own revenue, and the revenue
of their advertisers. ESPN realized that based upon their cus-
tomer research, cross-network promotions and individualized

© Matthew Jacques/Shutterstock
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CHAPTER 1 The Role of Business Research @ 3

advertising content could be built for their sports fans, and that It was business research that made this possible. Gaining
seeing the sports fan as a core asset of the company was criti- intelligence on a critical business function, a function that had
cal to success. In fact, the activities associated with the business  global implications, helped create a profitable solution for ESPN.
research they conducted on their customers were not viewed The value of this research for ESPN and its millions of sports

as a cost, but in fact served as a revenue driver to their firm'’s fans created a “win-win” for all. ESPN had, in fact, hit a “home
profitability. run” through the use of business research.'

Introduction

The recent history of ESPN demonstrates the need for information in making informed decisions
addressing key issues faced by all competitive businesses. Research can provide that information.
Without it, business decisions involving both tactics and strategies are made in the dark.

We open with two examples illustrating how business decisions require intelligence and how
research can provide that intelligence. The following examples focus specifically on how research
can lead to innovation in the form of new products, improvements in existing goods and services,
or enhancements in employee relationships. Imagine yourself in the role of business manager as
you read these examples and think about the information needs you may have in trying to build
success for your company.

The coftee industry, after years of the “daily grind,” has proved quite dynamic over the past
decade. After years of steady decline, research on consumers’ beverage purchases show that coffee
sales began rebounding around 1995. Telephone interviews with American consumers estimated
that there were 80 million occasional coffee drinkers and 7 million daily upscale coftee drinkers in
1995. By 2001, estimates suggested there were 161 million daily or occasional U.S. coffee drinkers
and 27 million daily upscale coffee drinkers.?

Coftee drinking habits have also changed. In 1991 there were fewer than 450 coftechouses in
the United States. Today, it seems like places such as Starbucks, Second Cup, The Coftee Bean & Tea
Leaf, and Gloria Jean’s are virtually everywhere in the United States and Canada. There are more
than 17,000 Starbucks locations around the world with the majority of these being wholly owned
stores.” While locating these outlets requires significant formal research, Starbucks also is researching
new concepts aimed at other ways a coffee shop can provide value to consumers. One concept that
has survived testing thus far is the addition of free, in-store high-speed wireless Internet access. Thus,
you can have hot coffee in a hotspot! After Starbucks baristas began reporting that customers were
asking clerks what music was playing in the stores, Starbucks began testing the sales of CDs contain-
ing their in-store music. In 2009, Starbucks began a bundled pricing promotion offering a breakfast
sandwich or pastry and a tall coffee drink for $3.95 in response to the declining economy. The
research that underlies the introduction of these value-added concepts could first include simply ask-
ing a consumer or a small group of consumers for their reaction to the concept. Survey research and
then actual in-store tests may follow. So, the research underlying such decisions can be multilayered.

Often, business research is directed toward an element of an organization’s internal operations.
For example, DuPont utilizes research techniques to better understand their employees’ needs.
DuPont has 94,000 employees worldwide and 54,000 in the United States.* The company has
conducted four comprehensive work/life needs assessment surveys of its employees since 1985.
This business research provides the company with considerable insight into employee work/life
behavior and allows DuPont to identify trends regarding employee needs.

The most recent survey found that, as the company’s work force is aging, employees’ child
care needs are diminishing, but elder care needs are emerging. The survey found that 88 percent
of respondents identified themselves as baby boomers. About 50 percent of the employees say that
they have—or expect to have—elder care responsibilities in the next three to four years, up from
40 percent in 1995.

The surveys have shown that DuPont employees want to balance work and family responsibili-
ties, feeling deeply committed to both aspects of their lives. The latest research shows that company
efforts to satisfy these desires have been successful. Employee perception of support from manage-
ment for work/life issues improved from the 1995 study and the results indicate employees feel
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You are about to take part in a typical business research survey. The survey deals with various aspects of
day to day behavior, plus aspects concerning your recent studies. There are no right or wrong answers and
your individual responses are confidential. Please respond as accurately and carefully as possible. A

As a user of this book, you can

take part ina I'eal bUSineSS I’esearch progress bar is shown at the bottom of each survey page. The bar is updated each time you click >> to
, move forward. The typical respondent will take less than 15 minutes to complete the survey. Please
survey. In each Chapter, we'll refer continue the survey until you are given a “Finish" button.
back to some aspect of this survey When ready, click the >> button to continue.
to illustrate key points about busi- =
. business
ness research. For instance, we research

S : thod
can easily illustrate different types me -

of survey approaches by referring
back to some question contained
in the survey. In later chapters,
your instructor will provide you
with a way to access not only the
data from your particular class, but
also data from all users. This data
can be used to illustrate some of the analytical approaches discussed in the closing chapters of the book. For now, your
instructor will provide you with instructions to access the questionnaire via the Internet. As a first step in this process,
simply respond to the items in the questionnaire just as you would to any other research survey.

less stress. Support from colleagues is rated high, and women indicated they now have more role
models. The study also reported that the feeling of management support is directly connected to
employees’ efforts to make the company successful. Employees who use the work/life programs
are willing to “go the extra mile.”

These examples illustrate the need for information in making informed business decisions.
The statistics about coffee demonstrate how research can track trends that may lead to new busi-
ness opportunities. Starbucks’s research also illustrates how research can be used to examine new
concepts in progressively more complex stages, setting the stage for a more successful product
introduction. DuPont’ ability to track employee attitudes allows them to adjust employee benefit
packages to maximize satisfaction and reduce employee turnover. These are only the tip of the
iceberg when it comes to the types of business research that are conducted every day. This chapter
introduces basic concepts of business research and describes how research can play a crucial role in
creating and managing a successful business.

The Nature of Business Research

Business research covers a wide range of phenomena. For managers, the purpose of research is
to provide knowledge regarding the organization, the market, the economy, or another area of
uncertainty. A financial manager may ask, “Will the environment for long-term financing be bet-
ter two years from now?” A personnel manager may ask, “What kind of training is necessary
for production employees?” or “What is the reason for the company’s high employee turnover?”
A marketing manager may ask,“How can I monitor my retail sales and retail trade activities?” Each
of these questions requires information about how the environment, employees, customers, or the
economy will respond to executives’ decisions. Research is one of the principal tools for answering
these practical questions.

‘Within an organization, a business researcher may be referred to as a marketing researcher, an
organizational researcher, a director of financial and economic research, or one of many other titles.
Although business researchers are often specialized, the term business research encompasses all of
these functional specialties. While researchers in different functional areas may investigate different
phenomena, they are similar to one another because they share similar research methods.

It’s been said that “every business issue ultimately boils down to an information problem.”> Can
the right information be delivered? The ultimate goal of research is to supply accurate information
that reduces the uncertainty in managerial decision making. Very often, decisions are made with
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CHAPTER 1

little information for various reasons, including cost considerations, insufficient time to conduct
research, or management’s belief that enough is already known. Relying on seat-of-the-pants
decision making—decision making without research—is like betting on a long shot at the race-
track because the horse’s name is appealing. Occasionally there are successes, but in the long run,
intuition without research leads to losses. Business research helps decision makers shift from intui-
tive information gathering to systematic and objective investigation.

Business Research Defined

Business research is the application of the scientific method in searching for the truth about busi-
ness phenomena. These activities include defining business opportunities and problems, generating
and evaluating alternative courses of action, and monitoring employee and organizational perfor-
mance. Business research is more than conducting surveys.® This process includes idea and theory
development, problem definition, searching for and collecting information, analyzing data, and
communicating the findings and their implications.

This definition suggests that business research information is not intuitive or haphazardly gath-
ered. Literally, research (re-search) means “to search again.” The term connotes patient study and sci-
entific investigation wherein the researcher takes another, more careful look at the data to discover
all that is known about the subject. Ultimately, all findings are tied back to the underlying theory.

The definition also emphasizes, through reference to the scientific method, that any infor-
mation generated should be accurate and objective. The nineteenth-century American humorist
Artemus Ward claimed, “It ain’t the things we don’t know that gets us in trouble. It’s the things we
know that ain’t so.” In other words, research isn’t performed to support preconceived ideas but to
test them. The researcher must be personally detached and free of bias in attempting to find truth.
If bias enters into the research process, the value of the research is considerably reduced. We will
discuss this further Chapter 12.

Our definition makes it clear that business research is designed to facilitate the managerial
decision-making process for all aspects of the business: finance, marketing, human resources, and
so on. Business research is an essential tool for management in virtually all problem-solving and
decision-making activities. By providing the necessary information on which to base business
decisions, research can decrease the risk of making a wrong decision in each area. However, it is
important to note that research is an aid to managerial decision making, never a substitute for it.

Finally, this definition of business research is limited by one’s definition of business. Certainly,
research regarding production, finance, marketing, and management in for-profit corporations
like DuPont is business research. However, business research also includes efforts that assist non-
profit organizations such as the American Heart Association, the San Diego Zoo, the Boston Pops
Orchestra, or a parochial school. Further, governmental agencies such as the Federal Emergency
Management Agency (FEMA) and the Department of Homeland Security (DHS) perform many
functions that are similar, if not identical, to those of for-profit business organizations. For instance,
the Food and Drug Administration (FDA) is an important user of research, employing it to address
the way people view and use various food and drugs. One such study commissioned and funded
research to address the question of how consumers used the risk summaries that are included with
all drugs sold in the United States.” Therefore, not-for-profits and governmental agencies can use
research in much the same way as managers at Starbucks or DuPont. While the focus is on for-
profit organizations, this book explores business research as it applies to all institutions.

Applied and Basic Business Research

One useful way to describe research is based on the specificity of its purpose. Applied business
research is conducted to address a specific business decision for a specific firm or organization. The
opening vignette describes a situation in which ESPN used applied research to decide how to best
create knowledge of its sports fans and their preferences.

Basic business research (sometimes referred to as pure research) is conducted without a specific
decision in mind, and it usually does not address the needs of a specific organization. It attempts to
expand the limits of knowledge in general, and as such it is not aimed at solving a particular pragmatic
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business research

The application of the scientific
method in searching for

the truth about business
phenomena. These activities
include defining business
opportunities and problems,
generating and evaluating
ideas, monitoring performance,
and understanding the
business process.

applied business research

Research conducted to address
a specific business decision for
a specific firm or organization.

basic business research

Research conducted without

a specific decision in mind

that usually does not address
the needs of a specific
organization. It attempts to
expand the limits of knowledge
in general and is not aimed at
solving a particular pragmatic
problem.
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6 ® PARTONE Introduction

the scientific method

The way researchers go about
using knowledge and evidence
to reach objective conclusions
about the real world.

A Summary of the Scientific
Method

problem. Basic research can be used to test the validity of a general business theory (one that applies
to all businesses) or to learn more about a particular business phenomenon. For instance, a great
deal of basic research addresses employee motivation. How can managers best encourage workers to
dedicate themselves toward the organization’s goals? From such research, we can learn the factors that
are most important to workers and how to create an environment where employees are most highly
motivated. This basic research does not examine the problem from any single organization’s perspec-
tive. However, Starbucks” or DuPont’s management may become aware of such research and use it to
design applied research studies examining questions about their own employees. Thus, the two types
of research are not completely independent, as basic research often provides the foundation for later
applied research.

While the distinction between basic and applied is useful in describing research, there are very
few aspects of research that apply only to basic or only to applied research. We will use the term
business research more generally to refer to either type of research. The focus of this text is more
on applied research—studies that are undertaken to answer questions about specific problems or to
make decisions about particular courses of action or policies. Applied research is emphasized in this
text because most students will be oriented toward the day-to-day practice of management, and
most students and researchers will be exposed to short-term, problem-solving research conducted
for businesses or nonprofit organizations.

The Scientific Method

All research, whether basic or applied, involves the scientific method. The scientific method is
the way researchers go about using knowledge and evidence to reach objective conclusions
about the real world. The scientific method is the same in social sciences, such as business, as
in physical sciences, such as physics. In this case, it is the way we come to understand business
phenomena.

Exhibit 1.1 briefly illustrates the scientific method. In the scientific method, there are mul-
tiple routes to developing ideas. When the ideas can be stated in researchable terms, we reach the
hypothesis stage. The next step involves testing the hypothesis against empirical evidence (facts
from observation or experimentation). The results either support a hypothesis or do not support a
hypothesis. From these results, new knowledge is generated.

Prior
Knowledge

Observation

Hypotheses

v

Hypothesis Test
(Observation or
Experimentation)

Conclusion
(New Knowledge)
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CHAPTER 1 The Role of Business Research ® 7

In basic research, testing these prior conceptions or hypotheses and then making inferences
and conclusions about the phenomena leads to the establishment of general laws about the phe-
nomena. Use of the scientific method in applied research ensures objectivity in gathering facts and
testing creative ideas for alternative business strategies. The essence of research, whether basic or
applied, lies in the scientific method. Much of this book deals with scientific methodology. Thus,
the techniques of basic and applied research differ largely in degree rather than in substance.

Managerial Value of Business Research

In all of business strategy, there are only a few business orientations (see Exhibit 1.2). A firm can be
product-oriented. A product-oriented firm prioritizes decision making in a way that emphasizes product-oriented
technical superiority in the product. Thus, research that gathers information from technicians and  Describes a firm that prioritizes

experts in the field is very important in making critical decisions. A firm can be production-oriented. ~ decision making in a way
that emphasizes technical

A production-oriented firm prioritizes the efficiency and effectiveness of production processes in mpha
superiority in the product.

making decisions. Here, research providing input from workers, engineers, finance, and accounting
becomes important as the firm seeks to drive costs down. Production-oriented firms are usually  production-oriented

very large firms manufacturing products in very large quantities. The third orientation is marketing-  pescribes a firm that prioritizes
oriented, which focuses more on how the firm provides value to customers than on the physical prod-  efficiency and effectiveness of
uct or production process. With a marketing-oriented organization the majority of research focuses ~ the production processes in
on the customer. Research addressing consumer desires, beliefs, and attitudes becomes essential. making decisions.

We have argued that research facilitates effective management. For example, Yoplait Go-Gurt  marketing-oriented
illustrates the benefit of business research. The company’s consumer research about eating regular e ribes a firm in which all
yogurt at school showed that moms and kids in their “tweens” wanted convenience and portabil-  decisions are made with a
ity. Some brands, like Colombo Spoon in a Snap, offered the convenience of having a utensil as  conscious awareness of their
part of the packaging/delivery system. However, from what Yoplait learned about consumers, they ~ ffect on the customer.
thought kids would eat more yogurt if they could “lose the spoon” and eat yogurt anywhere, any-
time. Moms and kids participating in a taste test were invited to sample different types of on-the-go
packaging shapes—long tubes, thin tubes, fat tubes, and other shapes—without being told how to
handle the packaging. One of the company’s researchers said, “It was funny to see the moms fidget
around, then daintily pour the product onto a spoon, then into their mouths. The kids instantly

Business Orientations

Product-Oriented Firm Example
Prioritizes decision making that emphasizes The fashion industry makes clothes in styles
physical product design, trendiness, or and sizes that few can adopt.

technical superiority

Research focuses on technicians and experts in the field.

Production-Oriented Firm Example
Prioritizes efficiency and effectiveness of The U.S. auto industry’s assembly-line process
production processes in making decisions is intent on reducing costs of production as

low as possible.

Research focuses on line employees, engineers, accountants, and other efficiency experts.

Marketing-Oriented Firm Example
Focuses on how the firm provides value to Well-known hotel chains are designed to
customers address the needs of travelers, particularly

business travelers.

Research focuses on customers.

© Cengage Learning 2013
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Introduction

jumped on it. They knew what to do.”® Squeezing Go-Gurt from the tube was a big plus. The kids
loved the fact that the packaging gave them permission to play with their food, something parents
always tell them not to do. Based on their research, Yoplait introduced Go-Gurt in a three-sided
tube designed to fit in kids’ lunchboxes. The results were spectacular, with more than $100 million
in sales its first year on the market. Yoplait realized that knowledge of consumers’ needs, coupled
with product research and development, leads to successful business strategies.

As the Yoplait example shows, the prime managerial value of business research is that it pro-
vides information that improves the decision-making process. The decision-making process asso-
ciated with the development and implementation of a business strategy involves four interrelated
stages:

1. Identifying problems or opportunities

2. Diagnosing and assessing problems or opportunities
3. Selecting and implementing a course of action

4. Evaluating the course of action

Business research, by supplying managers with pertinent information, may play an important role
by reducing managerial uncertainty in each of these stages.

|dentifying Problems or Opportunities

Before any strategy can be developed, an organization must determine where it wants to go and
how it will get there. Business research can help managers plan strategies by determining the nature
of situations or by identifying the existence of problems or opportunities present in the organiza-
tion. Business research may be used as a scanning activity to provide information about what is
occurring within an organization or in its environment. The mere description of some social or
economic activity may familiarize managers with organizational and environmental occurrences
and help them understand a situation. Consider these two examples:

m  The description of the dividend history of stocks in an industry may point to an attrac-
tive investment opportunity. Information supplied by business research may also indicate
problems.

B  Employee interviews undertaken to characterize the dimensions of an airline reservation
clerk’s job may reveal that reservation clerks emphasize competence in issuing tickets over
courtesy and friendliness in customer contact.

Once business research indicates a problem or opportunity, managers may feel that the alterna-
tives are clear enough to make a decision based on their experience or intuition. However, often
they decide that more business research is needed to generate additional information for a better
understanding of the situation.

Diagnosing and Assessing Problems or Opportunities

After an organization recognizes a problem or identifies a potential opportunity, business research
can help clarify the situation. Managers need to gain insight about the underlying factors causing
the situation. If there is a problem, they need to specify what happened and why. If an opportunity
exists, they may need to explore, refine, and quantify the opportunity. If multiple opportunities
exist, research may be conducted to set priorities.

Selecting and Implementing a Course of Action

After the alternative courses of action have been clearly identified, business research is often con-
ducted to obtain specific information that will aid in evaluating the alternatives and in selecting
the best course of action. For example, suppose Harley-Davidson is considering establishing a
dealer network in either China or India. In this case, business research can be designed to gather
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the relevant information necessary to determine which, if either, course of action is best for the
organization.

Opportunities may be evaluated through the use of various performance criteria. For example,
estimates of market potential allow managers to evaluate the revenue that will be generated by each
of the possible opportunities. A good forecast supplied by business researchers is among the most
useful pieces of planning information a manager can have. Of course, complete accuracy in fore-
casting the future 1s not possible, because change is constantly occurring in the business environ-
ment. Nevertheless, objective information generated by business research to forecast environmental
occurrences may be the foundation for selecting a particular course of action.

Even the best plan is likely to fail if it is not properly implemented. Business research may be
conducted to indicate the specific tactics required to implement a course of action.

Evaluating the Course of Action

After a course of action has been implemented, business research may serve as a tool to tell manag-
ers whether or not planned activities were properly executed and if they accomplished what they
were expected to accomplish. In other words, managers may use evaluation research to provide
feedback for evaluation and control of strategies and tactics.

Evaluation research is the formal, objective measurement and appraisal of the extent to which
a given activity, project, or program has achieved its objectives or whether continuing programs
are presently performing as projected. Evaluation research may also provide information about the
major factors influencing the observed performance levels.

In addition to business organizations, nonprofit organizations and governmental agencies
frequently conduct evaluation research. Every year thousands of federal evaluation studies are
undertaken to systematically assess the effects of public programs. For example, the U.S. General
Accounting Office has been responsible for measuring outcomes of the Employment Opportunity
Act, the Job Corps program, and Occupational and Safety and Health Administration (OSHA)
programs.

Performance-monitoring research is a specific type of evaluation research that regularly, per-
haps routinely, provides feedback for the evaluation and control of recurring business activity. For
example, most firms continuously monitor wholesale and retail activity to ensure early detection of
sales declines and other anomalies. In the grocery and retail drug industries, sales research may use
the Universal Product Code (UPC) for packages, together with computerized cash registers and
electronic scanners at checkout counters, to provide valuable market-share information to store
and brand managers interested in the retail sales volume of specific products.

United Airlines’ Omnibus in-flight
survey provides a good
performance-monitoring

example of
resecarch  for
quality management. United routinely
selects sample flights and administers a
questionnaire about in-flight service, food,
and other aspects of air travel. The Omni-
bus survey 1s conducted quarterly to deter-
mine who is flying and for what reasons.
It enables United to track demographic
changes and to monitor customer ratings
of its services on a continuing basis, allow-
ing the airline to gather vast amounts of
information at low cost. The information
relating to customer reaction to services
can be compared over time. For example,
suppose United decided to change its
menu for in-flight meals. The results of
the Omnibus survey might indicate that,

evaluation research

The formal, objective
measurement and appraisal
of the extent a given activity,
project, or program has
achieved its objectives or
whether continuing programs
are presently performing as
projected.

performance-monitoring
research

Refers to research that
regularly, sometimes
routinely, provides feedback
for evaluation and control of
business activity.

Fun in the snow depends on
weather trends, economic
outlook, equipment, and
clothing—all subjects for a
business researcher.
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