Chapter 10: Experimental Research and Test Marketing 

Nature of Experiments:
· Experiment:
· Research method in which conditions are controlled so that one or more independent variable can be manipulated to test a hypothesis about a dependent variable 
· Allows evaluation of casual relationships among variables while all other variables are eliminated or controlled
· Manipulation of a treatment variable (X=independent) is followed by observation of response variable (Y=dependent).
· Treatments are varying levels of the independent variable.
· With and without promotion.
· Quality versus reward advertising message.
Manipulation of Independent Variables
· Independent Variable: variable that can be manipulated, changed or altered independently of any other variable 
· Experimental treatments: alternative manipulations if the independent variable being investigated (ex: test at $3, $4, $5 = 3,4,5)
· Experimental groups: group of subjects exposed to the experimental treatment 
· Control group: group of subjects exposed to the control condition in an experiment – not exposed to the experimental treatment 
· Several experimental treatment levels (ex: sales and ads)
· More than one independent variable (ex: increase ads and change price)
Selection of Measurement of Independent Variable: 
· Dependent variable: criterion/standard by which the results of an experiment are judged; variable expected to be dependent on the manipulation of ind var 
· Test units: subjects/entities whose responses are observed/measured 
· Repeated measures: the same subjects are exposed to all experimental treatments to eliminate any problems of subjectivity
 Control over Extraneous Variables
· Constant error: occurs in the same experimental condition everytime the experiment is repeated – systematic bias 
· Demand characteristics: experimental design procedures of an experiment that provide unintentional hints about the experimenters hypothesis to subjects
· Guinea pig effect: caused by subjects changing their normal behaviour or attitudes in order to cooperate with an experimenter 
· Hawthorne effect: unintended effect on the results caused by subject knowing that they are participants 
· Blinding effect: used to control subjects’ knowledge of whether or not they have been given a particular experiment treatment 
· Double-blind design: neither the subjects nor experimenters know which are the experimental an which are the controlled conditions 
· Constancy of conditions: subjects in experimental groups and control groups are exposed to situations identical except for differeing conditions of the independent variables 

Internal Validity
· Validity determined by whether an experimental treatment was the sole cause of changes in a dependent variable or whether the experimental manipulation did what is was supposed to do
· Extent to which competing explanations for the results are avoided.
· History effect: loss of internal validity caused by specific events in the external environment, occurring between the first and second measurements, beyond the control of experimenter 
· Cohort effect: change in dep var that occurs because members of one experimental group experienced different historical situations than the other 
· Maturation effect: caused by participants in the experiment maturing or aging over time 
· Testing effect: in before-and-after study, the effect of pre-testing, which may sensitize subjects when taking a test for the second time, thus affecting internal validity 
· Instrumental effect: caused by change in the wording of questions, a change in interviewers, or other changes in procedures used to measure the dependent variable 
· Selection effect: sampling bias that results from differential selection of respondents for the comparison groups 
· Mortality effect: results from withdrawal of subjects before experiment is over
External Validity
· Ability of an experiment to generalize beyond the experiment data to other subjects or groups in the population under study 
· Extent to which causal inferences can be generalized from the experiment environment to the environment the results will be applied to by the decision maker.
Lab Experiments
· Experiments in which the experimental treatment is introduced in a contrived or laboratory setting.
· Laboratory experiments tend to be artificial.
· Results may not have external validity.
· Least costly and allow experimenter greater control over the experiment.
· Alternative explanations of results are reduced, increasing internal validity.
Field Experiments
· Research study where one or more independent variables are manipulated under carefully controlled conditions as the situation will permit.
· Experimental treatment or intervention introduced in a completely natural setting.
· Tend to have much greater external validity.
· Difficult to control.
· Competing explanations for results exist and threaten internal validity
Experimental Designs: 
O = Observation  Answers to questions.
X = Exposure  Experimental manipulation.
EG = Experimental Group  Receives experimental treatment
CG = Control Group  Does not receive experimental treatment
R = Random Assignment  Randomly given treatment

· Classical: Considers only one treatment level of an independent variable at a time.
· Pre-experiment
· One group-after only (one shot esign): Apply the experimental treatment to a subject or group and measure the results.
· EG   X   O1
· One group-before/after (pretest post test): Improve control by adding a measure taken before the manipulation is given.
· O1   EG   O2
· Control group (static group design): Introduce another group that does not receive the experimental manipulation.
· Known as a control group.
· EG    X    O1
CG           O2
· True experiment
· Two group-after only: Randomization ensures that test and control groups are similar on all dimensions simultaneously, given a sufficient sample size.
· EG    R    X    O1
CG    R           O2
· Two group-before/after: Add a control group to one-group-before/after.
· Controls for O1 and O2.
· EG    R    O1    X    O2
CG    R    O3                O4
· Soloman 4 group: combines before/after with control group and the after only with control group, thereby providing a means for controlling the interactive testing effect and other sources of extraneous variation 
· EG    R    O1   X   O2
CG    R    O3       O4
EG    R     X    O5
CG    R            O6

· Statistical: Examines the impact of different treatment levels of an independent variable on two or more dependent variables.
· Completely randomized block
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· Factorial
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Test Marketing: 
· Scientific testing and controlled experimental procedure that provides an opportunity to measure sales or profit potential for new products or to test a new marketing plan under realistic marketing conditions 
· Controlled experiment done in a limited but carefully selected sector of the market.  Objective is to predict trial or sales resulting from a proposed marketing program.
· New product
· Distribution channel
· Packaging
· Advertising
· Sales Promotion
· Types of Test Marketing
· Simulated Test Marketing (lab experiment)
· A study in which consumer ratings are obtained with actual purchase or purchase intention data. 
· Often done in a simulated store environment.
· Method has been transferred “on-line”
· Computer models use the data to predict sales and market share.
· Controlled Test Marketing (field experiment)
· Products are distributed (along with extra incentives) in selective channel locations.
· Panel of customers in agreed upon cities whose purchases are tracked via scanner data.
· Exposure to media is tracked permitting correlation of communications to actual purchases.


· Standard Test Marketing (field experiment)
· Company sells the product through its normal distribution channels in any number of test marketing cities.
· Test Market Selection Criteria
· Population size
· Large enough to provide reliable results, small enough to ensure minimal costs
· Demographic composition and lifestyle considerations
· Ethnic backgrounds, age distributions, lifestyles
· Competitive situation
· Market share, competitive advertising, distribution patterns should be typical so they can represent other geographic regions 
· Media coverage and efficiency
· Duplicate national media plan or use one similar to it 
· Media isolation
· Advertising in areas outside the test market may contaminate test market, money will be wasted advertising to people who cant buy
· Self-contained trading area
· Distributor should sell primarily or exclusively to test market area
· Overused test markets
· If consumers are aware of the tests they will act in a different manner
· Loss of secrecy
· [bookmark: _GoBack]If firm delays national introduction of product to allow time for test marketing, competitor may find out bout the experiment and ‘read’ the results of the test market 
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Any number of treatments can be assigned to test
units on a random basis.
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Two or more experimental variables are considered simultaneously.

Each combination of the experimental treatment levels applies to
randomly selected groups.
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