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DEFRAGMENT THE CONSUMER

THREE WAYS TO UNLEASH THE PREDICTIVE POWER

OF MARKET RESEARCH

Florian Bouer

PREFACE

Consciously or unconsciously, we systematically distort
what we actually want to understand: the consumer.
This happens in a different form at every stage of the
project, but in each case in a very characteristic manrer,
The causes of this ‘psychopathology of market research’
lie in our classic approaches and research methods.
Through the methodology we use we often implicitly
assume rafional behaviour, neglect interdependencies
and over-generalize from isclated findings. Most of
all, we often forget or are not able to question the
underlying psychological medel of consumer behaviour.

The article outlines the pitfalls in the different stages
of each project, from the client briefing throughout the
whole project up to the final presentation of the resulis
to the client. It corrects the company-centric standard
error made by many market research professionals,
namely assuming that the consumer thinks just as
profoundly and rationally about buying a product as
they do internally. Based on this analysis with numerous
practical examples we develop a framework to deduce
the theoretical and methodological implications we
need fo focus onif we want o significanily increase the
validity of our predictions in the future.

INTRODUCTION: THE MYTH OF THE “HYBRID
CONSUMER", AND WHAT IT REVEALS ABOUT THE
PSYCHOPATHOLOGY OF MARKET RESEARCH

Some years ago, the "hybrid consumer” was discovered
(Miller, 2001). This concept was assumed to explain

the until then seemingly inconsistent market research
finding that the same person buys products of different

price levels. For example, a consumer who normally
tends to buy expensive designer clothes might also hunt
for the cheapest white label offer when it comes to
cereals. The marketing and market research community
captured this phenomenon by inventing the (amazingly
fast-growing) segment of hybrid consumers. This
seemed fo resolve the apparent inconsistency.

But wait a minute. Let us step back and ask curselves
a question commanly posed in clinical psychology,
where a label is assumed to tell us something about
the labeling subject as wel as the object labelled.
What does the label "hybrid consumer” tell us about
the labelling subject, in our case, the marketing and
market research community and its conception of
consumer behaviour?

We cbvigusly find it rather surprising to be faced
with a consurmnption pattern where consumers are
inconsistent in terms of not having the same price
sensitivity within or across all conceivable products
or services. In other words, we implicitly tend to
assume that belonging to one price sensitivity cluster
in a specific product segment alows us to conclude,
by analogy, that the same person belongs to the same
price sensitivity cluster in all product segmenis. Hence,
we tend to base our prediction on condusions by
analogy, which is an inherently circular and descriptive
rather than explanatory approach, and substantially
different from predicting choice behaviour on the basis
of understanding its individual drivers.

In order to save our “professional self” as market
research professionals from being too surprised
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about consumer behaviour that our “private self”
would regard as perfectly normal, we had better
question our underlying assumptions regarding the
drivers of consumer decision-making that implicitly
guide our research approaches. Some of the
seemingly astonishing data might simply result from
an all-too-simple or distorted perspective we have
adopted in marketing and market research.

In this paper, we will analyse the pitfalls associated
with these perspeciives throughout the whole market
research value chain, from briefing the research institute
o finally interpreting the results. We will show how
they systematically fragment cur understanding of
consumer behaviour, as if consumers were generally
subject to a certain psychopathological pattern - which
in fact 1s not a characteristic of consumer behaviour,
but instead of our fragmenting research perspeciives,
which consistently neglect relevant aspects of consumer
psychology. In that sense, this paper deals with the
psychopathology of marketing and market research and
the impairing consequences it has on the valdity of our
predictions. Atthough it generally applies to all areas of
market research, for the sake of clarty we will exemplify
our theses with price research. As a consequence, we
propose to quite fundamentally chalenge some of our
shared beliefs, and in turn accept five new axioms as a
guideline to better predictions.

ANALYSIS: RESEARCH RESULTS AND CASE
STUDIES ON HOW WE SYSTEMATICALLY
FRAGMENT THE CONSUMER

Thematic fragmentation: The scope of research is
defined as if consumers were suffering from an
obsessive personality disorder

To take the mebile telecommunications industry as an
example, the classic briefing question when it comes
o optimising prices always is: "How low do we have
o go with our price to keep cld customers and atfract
new ones? Because all operators ask this question and
run a significant number of price optimisation projects
primarily focussing on price level, this lzads to a price

war that is confinuously intensified. In some cases, the
downward price spiral can go so low that hardly anyone
is making profit any longer. A good example here is the
maobile telecommunications market in Austria, where
prices have reached a level that 15 so low that the whole
market would probably not be profitable today without
its substantial roaming revenues.

Yet from the consumer's perspective, is this really the
right question to ask? |s it possible that this question

doesn't really tackle the core issue from a consumer's
point of view?

Let's take a look at a neighbouring country, namely
Switzerland: one operator here (Orange) has challengad
that stereotypical research question on the basis of the
following consumer insight: from a consumer's point
of view, price has become an increasingly unpleasant
and aversive fopic in the mobile telecommunications
industry. Moreover, only 1in 10 customers currently
has the price plan that is actually most attractive for
him. Since most customers are unable o cope with the
complexity of price plans, we empiricaly find that a large
segment of consumers have gradually changed their
decision strategy from trying to find the best offer to
trying to find an offer that conceals no “bad surprises’
and that seems to be quite acceptable. Nevertheless,
maost operators still spend most of thair marketing
budget on explicitly communicating with their customers
about precisely that unpleasant topic (price level),
without addressing the actual consumer concerns.

Based on this insight, Orangs Switzerland launchead
a price plan called "Optima’. Optima itself consists

of several price plans that target users, ranging

from a few minutes to several hundred minutes a
manth. These underlying price plans have more or
less the same complexity as any other price plan on
the market, but the gimmick is that, based on their
monthly cal pattern, each customer is assigned o the
price plan that leads to the lowest invoice for a given
maonth. This price plan targets the increasing need for
price security and fairness, as well as making Optima
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lzss comparable to any other price plan on the market
{(by the way, the new customers generated by Optima
outweighed by far the loss in profitability that resulied
from offering every customer the lowest price model

for each monthl.

By asking a phenomenclogical question ("What role
does pricing play in the consumer's decision-rmaking
process at all?") instead of asking a product-centred
question ("How low do we have to go with our price?”),
Urange managed to address the actual customer need
more directly without increasing the price pressure
in the market. They very successfully changed the
competitive environment for that customer segment.

Two things should be demonstrated by this analysis of
the current price wars in the mobile telecommunications
industry, which to some extent are self-inflicted: firstly,
research questions are often too narrowly framed, and
secondly they are too company-centric. We thereby
fragment consumers as being just as obsessed by one
aspect of the product as the corresponding department
in the company, and we ignore the underlying “psycho-
logic” of their interest in these aspects (eg. locking for
price fairness) as well as the interaction with other
aspects of the individual decision process that lies
outside our currert research focus.

A paychologist will tell you that a person with an
obsessive personality disorder is characterized by a
general psychological inflexibility, rigid conformity and
excessive focus on certain things, as in this example
the lowest possible price. From what we have cutlined
above, however, it is not so much the consumer who
Is obsessead by price, but our very own research
perspective that makes consumers appear cbsessive.
In fact, it sometimes might even be not so much the
consumer, but we ourselves, who are characterized
by inflexibility and excessive focus on certain things.

This 15 only one of many examples showing that the

conclusions of a market research project are restricted,
predetermined or even distorted by briefing the research
institute with an inappropriate question. Moreover, the

fact that this Issue is easy to understand has not yet led
to its disappearance.

Translating the question from the world of the company
to that of the consumer is the first hurdle for market
research, since the question frame is rarely the
appropriate research frame. From the consumer's
perspective, an aspect that interests a spedific
department can often only be meaningfully analysed
when combined with other topics that may be utterly
irrelevant for the department commissioning the
study. The guestion from the client's perspective, the
parameters included and their strategic context thus
do not allow one to draw any conclusions as to how it
must be answered. Conseguently, we have to learn o
see a product through our consumers’ eyes, not those
of our marketing team or cost controllers. That sounds
maore straightforward than it is, particularly because it
needs less time, effort and money to just directly adopt
the client's question. In the case of pricing, we might
then realise that the consumer's choice is fortunately
often not the zero-sum game than we tend to think it is.

Dynamic fragmentation: The research design is
developed as if consumers were suffering from
amnesia

Even if the research question is now framed from a
consumer's perspective, the market research designs
developed to answer that question mostly disregard
the dynamics of choice behaviour = and not only
when It comes fo pricing.

If we want to know what role pricing plays in the
consumer's decision process, we should not try to
answer this question with some static trade-off
methodology that aims to quantify the absolute
relevance of “price” compared to a range of other
product aspacts, such as brand, handset, etc. Why not?
Simply because people do not make decisions that
way. If our objective is to mog effectively influence the
consumer's decision process in favour of cur product,
we should try to actually understand that decision
making process. Since a process is by definition a
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