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Strategic Briefing

Winning Strategies

il
il
il

Find strategic buyer ¢ good time to sell some or all of business
Position deep in a specific market (s) ¢ niche market knowledge has high value

Unless business is mid- to large-market size, avoid data collection position (quickly becoming a
commodity) ¢ seek to shift away from data collection as primary revenue source

Consider adding/expanding ethnographic customer research ¢ demand is growing rapidly
Consider adding/expanding strategic analysis ¢ demand is growing rapidly, higher value

DISRUPTIVE STRATEGY: Streamline process to cut fees by 50-75% and increase speed -- Demand for
disruptive pricing is high

Opportunities Threats

il

Demand for the translation of data and any 1 Weak economy slows spending on market
analysis into client specific strategic briefings is research.

i h . . .
now more important than ever 1 Crowded market with 27,709 competitors

High demand for speed, low price, and results (56% with less than five employees).

that actually solve problems. . .
y P 9 Heavy reliance on educated, experienced

Increasing demand for customer research. labor.

Increasing demand for advertising campaign 9 Datais becoming a commodity.
performance measurement (return-on-

marketing)

Advances in technology are increasing speed,
ease of data collection

Pursuez LOWRISK Avoid Z HIGH RISK
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Expanding revenue from data interpretation 1 Expanding revenue from labor-dependent data
and strategic analysis. collection

Developing products that improve speed and
reduce price.

Expanding data collection using Internet and
new technology




Behavioral Analysis

Analysisz How Conclusions Were Reached

1 The Market Research market is defined by the following key drivers:
o Larger number of small competitors (fragmented and crowded)
o 5FLG4F 0S02YAy3 | O2YY2RAG& oft2aa Ay 0dz SNJI
o Mergers and acquisition among both large competitors and strategic buyers
0 Increasing demands for strategic analysis vs. data

91 The core product of market research is data. And data is rapidly becoming a commaodity. This shift leaves
a product vacancy: strategic analysis. Those market research companies that continue to focus on data
will be forced to introduce efficiency and cost reduction to continue to be competitive. Whereas, those
that pursue strategic analysis will deliver higher value, and therefore stronger margins.

Meaningful Data
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Crowded, fragmented market.
Healthy market, growing
Spending tracks with economy (bad time for that)

Major consolidation occurringt Mid to large players buying each other and strategic buyers acquiring
niche players.

1 Increasing demand for lower costs and faster delivery ¢ data collection is becoming a commodity
1 Increasing demand for strategic analysis ¢ marketers want clear direction on what they should do.

1 Increasing demand for customer research, buying process, media channels, etc.

Financial Regulatory

1 2008 spending at $18.13 hillion 9 There are no direct regulations or licenses for

. , < & ing in this i :
f Ly I &G3INRPGGKE LIKIASS operating in this industry

9 There are no specific taxation issues for this

Spending tracks closely with strength ;
T Spending tracks closely with strength or industry

weaknesses of economy

Market Demands Availability

91 Demand for the translation of data and any 1 Market is crowded with small players (27,709
analysis into client specific strategic briefings market research companies, 56% with less
is now more important than ever, particularly than five employees)

in any sl conomic growth period. . . .
in any slow economic growth period 1 Relies heavily on educated, trained,
1 Increasing demand for better quality experienced labor force (40% of cost)
1 Increasing demand for lower prices

1 Increasing demand for speed of delivery



1 Increasing demand for better identification of
target audiences, the best media, messaging
approach

1 Increasing demand for measuring effectiveness
of campaigns (return-on-marketing)

1 Increasing demand by major retail brands for
better research from vendors prior to
accepting product

1 Demand/usage by sector

0 28% - Product research and
development for packaged goods
companies

0 21% - Media and advertising

21% - Healthcare and pharmaceutical

0 Other ¢ Product development for
manufacturing, financial, banking,
insurance, telecom, retailing and
entertainment

Social Acceptance Personal

1 Socially accepted across many cultures. 1 More frequently, market research is being
tasked to discover what marketers should do ¢
seeking help

o

1 No notable negative perceptions except those
attached to political polling
1 Market research is used to defend and support
strategic recommendations and proposals G
due diligence, security

1 Market research is sometimes used to
promote a personal agenda ¢ power, control

9 Buyers place high importance on:
o The strategic analysis and professional interpretation of the research (within speed and price
requirements)
o0 The quality of the market research staff
o How well the results obtained solved a specific buyer need
0 Speed
1 Many buyers outsource data collection and do their own strategic analysis internally rather than pay for
it.
1 Market research is primarily a data collection market. This industry comprises establishments primarily
engaged in systematically gathering, recording, tabulating, and presenting marketing and public opinion
data.



Data Summary

{1 2008 Annual Revenue: $18.13 billion

o Down 3.3% due to economic downturn
1 2008 Number of Competitors: 27,709

o Down from 31,295 in 2007, and 31, 611 in 2006
1 2008 Employment: 172,155

o Down 1.3% from 2007

0 Wages are up 0.9% from 2007

1 Theindustry is estimated to be in a growth phase of its development related to the use of new technology
to expand markets and clients, by providing better quality and more timely results (and usually delivered
on-line).

9 This Market Research Industry is sensitive to trends in clients’ market research budgets, sales,
advertising/promotions and new product launches across the retail, media, finance and insurance and
health and pharmaceuticals industries, all of which move in unison with the economic cycle and with the
associated movement in consumer and business sentiment.

1 Theindustry is also affected by consolidation of operators in its key client markets, particularly in the
consumer packaged goods manufacturing industry. Other non-traditional forms of retail sales, including
electronically, can also have an effect on the accuracy of the data collected.

9 Itisalso linked to advertising and market research by governments and includes political polling,
especially at election times. Political polling, however, tends to be an area of high cost, low revenue and
margin to operators. Increasingly the internet is being used to obtain information from users of particular
sites, products and services.

91 The real lifeblood of this industry, in terms of revenue and growth, is derived from new and existing
product research and development by packaged goods companies. This is estimated to account for 28% of
total the market research expenditure in the US; media and advertising industry accounts for an
estimated further 21% of total market research spend; and the Healthcare and pharmaceutical industry
for 21% of total spend.*

1 The above may also involve the designing of new advertising campaigns for existing products, which are
re-launched, repackaged or repositioned in the market place. This also provides significant revenue to this
industry, as does the testing of products among consumers. Manufacturers have always been a prime
client group for market research services, although there has been increasing demand recently from
service industries - such as financial and banking and insurance, telecommunications, retailing and
entertainment enterprises. Due to new technologies, new product knowledge and deregulation in some
industries, the life cycle of products is shortening, and new product launches are becoming increasingly
risky ventures. Companies are very aware that around 70% of new products fail within the first year of
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being introduced. Due to these uncertainties, companies have increasingly turned to market research to
assist in product development and testing, so as to minimize this risk. 2

1 Targeted audience research is an important trend affecting the market research industry, in that clients
are becoming increasingly more demanding in seeking to identify correctly targeted audiences, the best
media or approach to present their product to this targeted market, and require on-going evaluation of
the effectiveness of their campaigns to ensure the most efficient use of their
marketing/advertising/promotional budgets. >

1 Major retailers are also requiring better quality research from potential clients prior to accepting the
stocking of any new product. *

1 The level of competition is currently high and increasing and this is supported by the following:

o Internally, the basis of industry competition largely relates to price due to the large number of
small operators.

o Other significant and relevant factors include the quality of both the market research team and
the results obtained to assist in solving a particular client's needs. In particular, the availability of
services (including value added ones) which are able to be offered to clients is also important, as
is the quality of service, the survey and sampling techniques used and their appropriateness and
the timely presentation of the results.

0 Also, provision of strategic analysis and professional interpretation of the research results, within
the client's time and budget constraints, is vital. The emphasis how is not just on presenting data
and results but on interpreting its significance and relevance to a client and their current and
future strategic directions and operations.

9  External competition will continue to occur from some major Advertising Agencies that have their own
internal market research divisions, or from some companies that also undertake this activity internally.
However, many of these firms may undertake their major market research surveys using some of the
resources of the Market Research Industry and do their own strategic analysis and evaluation of the
results.

1  The industry has experienced significant consolidation over the past five years both on a domestic and
international level, and this is expected to continue as operators seek out new growth opportunities and
new clients/industries to service. Since early 2004 a number of major market research companies have
merged their operations or formed strategic alliances to work on new products and services, which can be
provided globally to their clients across many countries.
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Top 20 Market Research Companies (Total Revenue >$51 million in 2007) - Ranked by US Revenue, 2007°

Milion Dollars Milion Dollars

Global US Revenue

Company Revenue Only
The Migken Co 42200 21730
IMS Health Inc 21926 8010
Kantar Group 15514 h26.8
Westat Inc 467 & 467 6
IRI T02.0 4410
TNS US 21372 3798
Arhitron Inc. 3521 33845
Gk AGUSA 1603.0 3197
|psps. 1270.3 2812
Synouate 8670 2504
Maritz Reszarch 2233 187 4
JD Powerand Associates 2605 184 5
Harrs Interactive Inc 22710 161.0
The NPD Group Inc 2111 160 .4
gﬁfﬁ%mamhiﬁ uideline 2067 1247
comSeore Inc &7.2 720
Market Strategies Inc &04 o7
Libgman Ressarch Wordwide &74 710
At Associates Inc 551 55.1
(0] 4 4.5 S04

Source: honpmichl- markeng news - 0515/08
Note: Ghobal revenue indudes US revenus.

Buyer Demands

1 Clients are increasingly more interested in obtaining an integrated profile of their customers including
their purchasing and media habits across the whole range of outlets. The monitoring of the effectiveness
of client's promotional and advertising spending, particularly as it directly affects sales/revenue and
profits (rather than top of mind brand awareness etc.) has also increased in importance and the
translation of data and any analysis into client specific strategic briefings is now more important than
ever, particularly in any slow economic growth period.

Key Success Factors
The key success factors in the Market Research industry are: 6

1 Ability to quickly adopt new technology Ability to adopt new market research techniques and use of
new electronic technology, in areas such as internet surveys and ratings for the electronic media.
1 Ability to compete on tender- Ability to compete for market research activities on a contract or tender

® IBISWorld
¢ IBISworld



basis, since most major market research projects are advertised generally or by selective tender.

Access to multskilled and flexible workforce Access to a multi-skilled workforce covering many areas
of operations from undertaking interviews to collating results.

Effective quality control Effective quality control at each stage of the research process to ensure that
the final results are both reliable and relevant to the client's needs.

Good poject management skills Good project management skills to ensure all market research projects
meet the time and quality requirements of clients and within costs and budget. This is particularly
important in this labor intensive and relatively low margin industry

Having a loyal customer baseHaving a high number of repeat clients who commission work on a regular
basis.

Development of a symbiotic relationship with another industryHaving links with advertising agencies
and other major companies, including those in consumer goods & services and media industries, that
have a high and on-going need for market research.

Having a good reputation Maintaining a good reputation for producing quality outputs, within time and
budget.



