Business Services for Small Enterprises in Asia: Developing
Markets and Measuring Performance

International Conference
Hanoi, Vietnam - April 3-6, 2000

Technical Note:
Applying Marketing Research to
BDS Market Development

By
Alexandra Overy Miehlbradt
With contributions from
Ronald T. Chua

USAID’s Microenterprise Best Practices,
managed by Development Alternatives, Inc.

Sponsors

German Agency for Technical Cooperation (GTZ)
United States Agency for International Development (USAID)
Mekong Project Development Facility (MPDF)
Committee of Donor Agencies for Small Enterprise Development




Technical Note:

Applying Marketing Research to
BDS Market Development

by
Alexandra Overy Miehlbradt

With contributions from
Ronald T. Chua

February, 2000

\ Widening the circle, moving ahead

MICROENTERPRISE BEST PRACTICES

Development Alternatives, Inc., 7250 Woodmont Avenue, Suite 200, Bethesda, MD 20814 USA

Y

A USAID-funded project, implemented by DEVELOPMENT ALTERNATIVES, INC. in collaboration with ACCION International,
“’};’_ Foundation for International Community Assistance, Harvard Institute for International Development, International
Management and Communications Corporation, Ohio State University Rural Finance Program, Opportunity International,

ﬁmﬁ and the Small Enterprise Education and Promotion Network
Microenterprise Best * ® Practices e e e Development Alternatives, Inc.e*




Technical Note:

Applying Marketing Research to BDS Market Development

By Alexandra Overy Miehlbradt, with contributions from Ronald T. Chua
A Publication of the USAID Microenterprise Best Practices Project
Development Alternatives, Inc. (DAI)

February 2000

ABSTRACT

Over the last several years, the work of the Donor Committee on Small Enterprise has highlighted
the importance of being demand led in the provision of business development services (BDS).
Increasingly, donors are aiming to develop private sector markets for BDS rather than subsidize
government or NGO service providers. This technical note presents a marketing research tool that is
particularly useful to donors and practitioners aiming to develop BDS markets. The Usage,
Attitude, Image (UAI) market study is a broad look at the current market for a specific service
from known suppliers. The power of a UAI market study is that it provides information from the
perspective of the consumers, MSEs.

The information from a UAI market study can be helpful in a variety of efforts at various levels to
improve the market for business services. For example, BDS suppliers can use the information to
modify existing services in order to reach the MSE market, improve their marketing strategy or
become more competitive vis a vis formal or informal competition. BDS facilitators can use the
information to identify suppliers’ weaknesses in marketing services and providing the service
features that MSEs want. Donors can use the information to pinpoint constraints to increasing
demand for a business services and design appropriate market development interventions, or as a
monitoring tool to measure changes in BDS markets.

The technical note covers both the design and analysis of a UAI market study. Concepts are
illustrated with actual examples from the application of the tool in two recent studies. The first was
a research study by the Microenterprise Best Practices Project on MSEs’ access to, uses of and
benefits from information and communications services in the Philippines. The second was an
assessment of the Nepali market for a variety of BDS conducted by GTZ. This assessment is being
used as the basis for designing BDS market-stimulating interventions in Nepal. The technical note
includes a section on lessons learned from these two studies to provide guidance for those using the
UALI tool in the future. The authors conclude with the implications of marketing research for donors,
suggesting that the UAI market study is both a useful and cost-effective tool for designing and
monitoring programs aimed at improving BDS markets.
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INTRODUCTION

This technical note is written for practitioners (suppliers and facilitators)' of business development
services (BDS) and donors with BDS programs. The tools in this technical note help a service
supplier, facilitator or donor learn more about consumer demand for business development services.
This information can be helpful in a variety of efforts at various levels to improve the market for
business services. BDS practitioners can benefit from the systematic use of the consumer research
tools described in this paper, as well as other tools, to help develop or improve business services for
micro and small enterprises (MSEs). The tools in this paper can help donors analyze the market for
one or several business services, either with the aim of choosing appropriate market development
interventions or as a monitoring tool.

Marketing research, in general, can help BDS practitioners and donors learn about market size,
service features customers want, prices consumers will pay for a service, where consumers get their
services, how they learn about sources of services, and how a service compares to its competition.
Marketing research helps practitioners learn more about how to offer a service by focusing on the
marketing “4 Ps”:

PRODUCT: What features should the service have to deliver the benefits that customers want? Does
the service have features that customers find important? Are they satisfied with those features they
find important?

PRICE: What will customers pay for a particular service? Will they pay up-front or do they demand
installment plans or services on credit? Is the market price segmented?

PLACE: Where will customers come to purchase a service? Do suppliers need to have many small
outlets or a few bigger outlets?

PROMOTION: Are customers aware of the service and the benefits it can offer? How do customers
learn about the suppliers of the service? How should suppliers focus their limited resources for
promotion to increase the number of customers most?

A range of marketing research tools may be helpful for BDS practitioners in developing, improving
and marketing services and for donors in stimulating BDS markets. This technical note covers one
such tool. The Usage Attitude Image (UAI) market study is a broad look at the current market
for a specific service from known suppliers. The survey measures customers’ use of the service,
attitude toward the service and image of the service. The UAI is one of the most useful marketing
research tools for donors and facilitators because it provides an overall picture of the market for a
service. The UAI is flexible and can be tailored to the specific objectives of a practitioner or donor.

Since a UAI focuses on an existing market, other consumer research tools are needed for
practitioners that are developing new services. Helpful tools for this purpose include focus group
discussions, product concept tests and price sensitivity tests.” A range of other marketing research
tools exist which can be helpful for BDS practitioners or donors for other purposes such as
monitoring customer satisfaction and planning advertising strategies.’

The term “practitioner” is used throughout this technical note to include BDS suppliers and facilitators. BDS
suppliers are organizations or enterprises supplying a business development service directly to entrepreneurs
or farmers. BDS facilitators are organizations that identify, develop, and disseminate business support
services for micro entrepreneurs or farmers.

? Product concept tests and price sensitivity tests are covered in an expanded version of this technical note,
called “Applying Marketing Research Tools to Business Development Services,” forthcoming from the
Microenterprise Best Practices Project.

® An easy to use guide for a wide range of marketing research tools is User-Friendly Marketing Research by Dr.

Ned Roberto.
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METHODOLOGY

This technical note is written by BDS practitioners, who—with the expert advice of a marketing
specialist‘—used the UAI market study in a recent research study on information and
communication technology (ICT) services for micro and small enterprises in the Philippines. They
also used elements of the UAI study in a recent analysis of the market for a wide range of business
services in Nepal.

This technical note presents the practical application of the UAI market study by presenting the
concepts and illustrating application from the study in the Philippines. Those aspects of the tools
that were used in Nepal are noted together with an explanation of how they can assist donors to
conduct a BDS market assessment.

The ICT study in the Philippines examined the provision of basic and higher value-adding ICT-based
business services to MSEs.” The research examined the access, uses, and benefits of ICT-based
business services delivered to MSEs from both private and nonprofit service providers. A key
component of the study was market research on MSE users of ICT-based business services. The aim
of the research was to understand the demand for various types of services and learn about the
service features that are important to MSEs. Three surveys were conducted under the study. One
targeted MSE customers from Bayantel public calling offices (PCOs). Bayantel is a leading
telecommunications company in the Philippines. The second targeted MSEs that owned a cellular
phone. The third covered MSEs randomly chosen within a small urban geographic area (Calamba,
Laguna).

The Nepal study was a broad assessment of the market for thirteen different types of business
services. A survey of 504 enterprises including both MSEs and larger businesses and a variety of
sectors was conducted. The survey focused on entrepreneurs’ awareness and usage of business
services and used many of the elements of a UAI. The survey was supplemented by focus group
discussions with various consumer segments to better understand their reasons for purchasing
business services, their satisfaction with suppliers and the features that deliver the benefits they
demand. The study is being used as the basis for market development interventions designed to help
suppliers develop or improve commercially viable business services for the private sector.’

CONDUCTING A USAGE ATTITUDE IMAGE MARKET STUDY

OBJECTIVES

A UAI market study provides a good snapshot of the current market for a given service. The power of
a UAI market study is that it provides information from the perspective of the consumers, MSEs. It
can help:

. Identify constraints to increasing MSE demand for a business service;

. Identify market opportunities that a new or existing service could exploit;

Dr. Ned Roberto, the marketing specialist, developed many of the tools and regularly uses them in marketing
studies for private sector companies in the Philippines and other Asian countries. Many of the studies he has
conducted have included, and even focused on, low income consumers.

See Alexandra Overy Miehlbradt and Ronald Chua, “Information and Communication Services for MSEs in
the Philippines,” Microenterprise Best Practices. Bethesda, MD: Development Alternatives, Inc.
(forthcoming)

See Jim Tomecko, “Influencing the Price of Soup in Nepal?” GTZ, to be presented at the Donor’s Committee
BDS Conference in Hanoi.
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. Learn about the strengths and weaknesses of various suppliers’ services in the minds of
consumers;

. Learn about market size and market segments for the service;

. Identify important service features that customers demand; and

. Learn about MSEs’ satisfaction with services from current suppliers.’

For example, a training supplier might conduct a UAI with the goal of increasing the revenues it
earns from selling training services to MSEs. The UAI would provide information on how MSEs
learn about training suppliers, helping the supplier to improve its promotion and marketing. It
would tell the supplier what service features are important to MSEs, such as a clean and convenient
training venue, a helpful receptionist or trainers with private sector experience. The UAI would help
the supplier understand if MSEs were satisfied with their services and their strengths and
weaknesses relative to other suppliers. This information would help the supplier improve services
and become more competitive in the training market.

A BDS facilitator or donor might conduct a UAI with the goal of designing interventions to stimulate
the MSE market for marketing and market linkage services. The UAI would tell the donor if
demand for marketing services is low because of lack of information about services, MSEs’ lack of
willingness to try services or MSEs low repeat use of services. This information would help the
facilitator to design an appropriate demand-stimulating intervention: one that focuses on increasing
awareness and information about marketing services, one that helps suppliers develop strategies to
induce trial, or one that helps suppliers improve the quality and benefits of services to MSEs to
increase repeat usage. The UAI could also provide information about the size of the market and the
type of consumers, thus providing a basis for monitoring a market stimulation program aimed at
increasing the market size and reaching underserved consumers.

Some of the specific data that the UAI market study gathers directly are:

e MSEs’ awareness level of a service and different suppliers of the service;

e How MSEs learned about suppliers of the service;

e MSESs’ use of a service, including from whom they purchase (or get it), where they purchase
(or get it), how often they use it, how much they spend on it, and when they first started
using it;
Why MSEs do not use the service;
What service features are important to consumers;
How satisfied customers are with the various features of the service from different suppliers;
Demographic information about service consumers, such as education, gender, and income
level,
¢ Information about service consumers’ businesses, such as the type of business and sales.

From an analysis of these data, a BDS practitioner can learn:

e The “true competitors” for a service—in other words, where do MSEs get the benefits of a
service if they do not buy the service (often informal sources such as neighbors or relatives);

¢ The approximate market size for the service (in volume and monetary terms);

e The marketing challenges for the service;

e How fast consumers are accepting the service; and

¢ A demographic profile of consumers who took a risk in using the service when it was new and
those who waited until it was well established.

" Dr. Ned Roberto, User-Friendly Marketing Research, Life Cycle Press (Asia), 1996: p. 13.
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INFORMATION NEEDED BEFORE STARTING A UAI MARKET STUDY

The most important thing to know before starting a UAI study is what service(s) the study is
investigating. Suppliers, and often facilitators, need the detailed information about consumer
demand that a complete UAI provides. When conducting a complete UAI, it is best to study only one,
fairly narrowly defined, service type. The Philippine study focused on “information and
communication technology services,” which, the researchers discovered, was too broad a definition,
making the UAI study complicated and too long. It would have been helpful to limit the study to
only a few services in this service category, for example only the services offered in public calling
offices: phone, fax, telegrams and money transfer. If less detailed information is needed, which may
be the case for donors conducting broad market assessments or monitoring programs, an abbreviated
form of the UAI can be used and more services studied. For example, awareness, usage, sources of
supply and market segmentation information can be gathered across a range of business services.
Because GTZ wanted to understand the market for a wide range of business services in Nepal,
researchers used this type of abbreviated UAI

Beyond defining the service(s) to be studied, the researcher should have a good idea of the service
features that interest consumers. If the service features are not known, focus group discussions can
illuminate the features that consumers care about. If the researcher has some idea about the
features but is not certain, questions on features can be tested and refined during the pre-test phase
of the survey.

It is also useful to have a basic idea about where MSEs get the service and how MSEs use the
service. For example, it is helpful to know approximately how often MSEs use the service. This
information shapes the questions about service usage. If this information is unavailable, it can be
gathered through the pre-test and the UAI study itself by asking broad questions about usage.

As part of the design process, the practitioner or donor should decide who will be interviewed. A UAI
survey can include either the general population of MSEs in a given area or the users of the
particular service in question. The benefit of interviewing MSEs in general is that the researcher can
determine the level of awareness of the service in the general MSE population, the level of market
penetration and the reasons for not using the service. Market penetration data is particularly
relevant for those interested in market development because it provides a baseline against which to
monitor progress. However, most of the questions in the UAI study relate to the use of the service,
and much of the useful information is gathered from users. If only a few MSEs in the general
population of MSEs are users of the service, the number of MSE users interviewed in a study may be
too small to be statistically significant. Alternatively, the survey will have to be larger to ensure that
enough users are interviewed. To interview a sufficient number of users without making the sample
size too large, the researcher can limit the respondents to users of the service. If an even more
narrow focus is desired — for example, the UAI is conducted by a single supplier - the survey can be
limited to users of a service from that particular supplier. The Philippine study of PCOs was limited
to users of Bayantel PCOs, although the survey gathered information about the use of ICT services
in other facilities as well. Interviewing only users can be achieved either by interviewing users where
the service is provided or by asking respondents if they are users before beginning the interview.

STEPS IN CONDUCTING A UAI MARKET STUDY

There are eight steps to a UAI market study, as shown in Annex A - Figure 1. The process does not
necessarily have to follow this flow exactly. For example, determining the sampling methodology and
designing the questionnaire can be done simultaneously.
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The UAI market study uses survey methodology. Because survey methods are described in detail
elsewhere,’ the description of how to conduct a UAI market study below focuses on the design of the
survey questionnaire and analysis of the survey results.

DESIGN OF THE SURVEY QUESTIONNAIRE

A typical order for the topics in a UAI survey is:

1. Screening questions

2. Awareness of service and suppliers

3. Usage (including suppliers, location, frequency, and amount spent)

4. Important service features

5. Rating of suppliers on service features

6. Personal data on respondent

Sections can be added, subtracted or changed to meet specific information requirements.

Annex B describes how to construct a UAI questionnaire by showing:

= Information objectives: why each piece of information is useful to a BDS practitioner or donor;
= Data tables: the specific data that will be obtained from the UAI survey results; and

= Sample questions from the Philippine PCO questionnaire to gather data for each table.

Because it is difficult to separate the features of a service from the features of a service provider—
and both are important to the consumer—the sample questions refer to customers’ use of fax service
and overall service features offered by PCOs.

The questionnaire is administered through oral interviews because it is important for the
interviewer to judge the respondents’ awareness of services and clarify questions as necessary. Oral
interviews also make the UAI a particularly effective tool in countries where illiteracy is high.

ANALYZING USAGE, ATTITUDE, IMAGE STUDY DATA

Data tables themselves are not useful until they are analyzed. Some information will be quite
straightforward and can be immediately applied to the design or improvement of a service or BDS
program. For example, if only 10% of MSEs surveyed are aware of the service, there is a clear need
to address the lack of information through awareness raising activities. Data on where MSEs learn
about the service will help practitioners determine how to promote the service. For other data, it is
useful to have tools to interpret the results. Several helpful tools are outlined below. While the
information that the tools yield can be used for various purposes, the tools are organized according to
the main BDS market development goals they address: understanding the overall market,
increasing demand and developing and improving services.

UNDERSTANDING THE OVERALL MARKET

Estimating Market Size®

A market size estimate is calculated as:
% of MSE customers that regularly se the service
X the total number of MSEs in the survey population

x average MSE frequency of use
x average MSE amount spent per visit/use of service

® Refer to the Bibliography for recommended readings on survey and sampling methodologies.
° This technique is from Dr. Ned Roberto, User-Friendly Marketing Research, Life Cycle Press (Asia), 1996.
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Using usage data, a BDS practitioner or donor can estimate the market size, in monetary terms, for
the service. Information on market size can help a researcher understand the level of demand for a
service and the amount of revenue that is made from offering the service. With this information, a
supplier can estimate possible revenues from gaining a 10% share, for example, in the market; a
donor can monitor the growth in the overall size of the market.

Depending on how the survey is structured, some of this information may have to be estimated. For
example, Table 1 shows how the MSE market size for cellular phone service in the Philippines was

estimated.

Table 1: Estimated Market Size for Cellular Phones in the Philippines

Calculation Data Source of Information

% of registered MSEs who own 15% | MSE survey: Interviewers randomly chose potential respondents from

a cellular phone all MSEs. Fifteen percent were users and, therefore, qualified for the
survey.

x the total number of registered | 474,466 | (1995 figure of registered MSEs from the Bureau of Small and Medium

MSEs in the Philippines Business Development of the Department of Trade and Industry)

x average amount MSEs spent 1,100 | calculated from the MSE survey data

per month

x months in a year 12

= estimated market size 939,442,680 pesos per year (US$23,486,067)

Using data from Southern Mindanao, where the survey was conducted, to estimate the market size
for the entire country makes the estimate somewhat unreliable but at least allowed the researchers
to get a rough idea of the national market size.

Table 2: Estimated Market Size for Accounting, Financial Advice and Taxation Services in Nepal

Sample Customers Total Spending

Consumer Avg. | Sample | Sample | Proportion | # of firms | # of firms | % of | Rupees US$ % of
Segment Spending| Base | Buying | Buying in Nepal | buying | total Total
Industry

<10 employees 822 83 14 0.169 55,692 9,394| 74%| 7,721,729| $113,555| 38%

10-19 employees 1721 75 23 0.307 1,840 564 4% 971,103 $ 14.281| 5%

20-49 employees 1247 48 21 0.438 875 383 3% 4773671 $ 7,020] 2%

<50 employees 4698 47 31 0.660 1,020 673 5%| 3,160,654 $ 46,480| 15%
Retail -1 0% 0%

Large & Medium 760 61 5 0.082 12,000 984 8% 7475411 $ 10,993| 4%

Medium & Small 350 59 2 0.034 16,200 549 4% 192,203 $ 2827 1%
Travel Agencies 7003 35 18 0.514 161 83| 1% 579,848 $ 8,527 3%
Hotels 96869 40 16 0.400 170 68| 1%| 6,587,092 $ 96,869| 32%
Total 12,697| 100%| 20,437,539 $300,552| 100%

Source: BDS Market Assessment Survey in Nepal, GTZ

In the Nepali BDS market assessment, researchers were able to estimate the market size from
different business segments. Table 2 shows how the estimated market size for accounting, financial
advice and taxation services for various consumer segments was calculated. The data on the number
of firms in Nepal was gathered from various industry and government sources. These estimates will
enable GTZ to monitor the absolute and relative consumption of various business services from
different consumer segments.
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Calculating Market Penetration

If the survey included all MSEs, as opposed to only users, it is possible to calculate market
penetration. If only users were interviewed but MSEs were contacted randomly to see if they
qualified for the survey, market penetration can also be calculated. The Philippine cellular phone
survey contacted MSEs at random within a defined geographical area and interviewed those MSEs
that owned a cellular phone. By keeping track of the number of MSEs contacted, researchers were
able to calculate the market penetration level: 15% of MSEs.

Market penetration is calculated as the number of users of a service divided by the total number of
enterprises in the market. The definition of “user” may vary according to the service and
circumstances. For example, a telephone service user may be an MSE that uses telephone services
at least once a month; but, a training user may be an MSE that has attended a training course in the
last five years. In Table 2 above, the proportion buying can be considered market penetration. For
example, 17% of enterprises with less than 10 employees in the industrial sector have purchased
accounting, financial advice and taxation services. While the Nepal study defined user as having
ever purchased the service, most had purchased services recently.

It is useful for donors and facilitators to monitor the level of market penetration in order to gauge
improvements in reaching MSEs. It is useful for suppliers to know the level of market penetration
in order to estimate the potential for market expansion.

Estimating How Much MSEs Spend on a Service

Usage data can provide information on how much MSEs spend on a service. For example, the
cellular phone survey in the Philippines showed that MSEs spend an average of 737 pesos
(US$18.43) per month on business calls. The personal information on respondents showed that
respondents’ average monthly sales, ignoring outliers, are approximately 33,000 pesos (US$825).
Therefore, MSEs spend approximately 2% of their average monthly sales on cellular phone business
calls (737 pesos/33,000 pesos). Knowing how much MSEs spend on a service gives some indication of
the importance of the service to MSEs. The researchers in the Philippines felt that 2% of monthly
sales represents a significant ongoing investment in communications. This tool can also be used to
measure if MSE customers are increasing their usage of a service.

INCREASING DEMAND

Analyzing Awareness, Reach and Retention'®

To build a market for a business development service, BDS practitioners must make sure consumers
know about the service, try the service, and keep using the service. In marketing terminology, the
percentage of consumers who know about the service is called the “awareness ratio.” The percentage
of consumers who are aware of the service and who then try it is called the “reach ratio.” And the
percentage of consumers who have tried the service and who continue to use it regularly is called the
“retention ratio.” The UAI market study provides information on each of these three aspects of
service marketing and helps a supplier determine where to spend available marketing funds: on
raising awareness, on convincing MSEs to try the service, or on improving the service so that MSEs
continue using it.

Table 3 shows the awareness, reach, and retention ratios for various ICT services from the
Philippines PCO survey. For the Philippines study, an MSE was judged “aware” of a service if the
respondent said he or she had heard, read, or seen something about the service and could accurately

' This technique is from Dr. Ned Roberto, User-Friendly Marketing Research, Life Cycle Press (Asia), 1996.
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describe what the service is (as judged by the interviewers). Reach was the number of MSEs who had
tried the particular service compared with those who were aware of the service. Retention was the
number of MSEs that had used the service in the last month in relation to those who had tried the
service; use in the last month was adopted as a proxy for the regular use of the service.

Table 3: MSE Awareness, Reach, and Retention of ICT Services in the Philippines

Retention
Reach
Service Awareness (Of those who are aware, ég;':;f:i&h‘:/hz‘ﬁ
(% aware of service) % who have tried diti 'jl °|
service) used it in the last
month)
Phone (long distance) 100% 77% 94%
Fax 76% 37% 100%
Money transfer 96% 74% 44%
Telegram 100% 68% 47%
E-mail 28% 7% *
Internet 35% 3% *

* Sub-sample size is too small for reliable estimate
Source: MSE Survey from Philippine ICT Study, MBP

Table 3 shows that each service has its own marketing challenges. For example, only 37% of those
who are aware of fax service have tried it. A fax service provider needs to spend the majority of
available resources for promotion on convincing MSEs to try fax service. A facilitator might want to
help suppliers design marketing programs around inducing trial. The retention ratio for fax shows
that the design of the fax service is good and that fax is valued by the MSEs that use it, because all
those that have tried it have become regular users. Therefore suppliers and facilitators can feel
confident that fax services are meeting MSEs’ needs. In contrast, both telegram and money transfer
services enjoy reasonably high reach ratios but low retention ratios. Telegram and money transfer
suppliers need to determine why MSEs do not continue to use these services. In the Philippines, the
likely reason is that MSEs are turning to substitute products—checking instead of money transfer
and phone or fax instead of telegrams. Both the awareness ratio and reach ratio of e-mail and
Internet among MSEs is very low. To successfully build the market for these services, a practitioner
or donor would first need to increase awareness of the service and its benefits among MSEs. It might
then be necessary to offer inducements for customers to try the service, for example a free trial use
or free demonstrations.

In the Nepal study, “awareness” was divided into two parts. MSEs were judged aware of the service
if they had heard of it. They were judged to understand the service if they could correctly define the
service. The resulting information pinpointed two major constraints to market development of those
services traditionally supported by donors: lack of understanding of services and entrepreneurs’
reluctance to try services even if they understand them. Dissaggregating the data by consumer
segment showed that these problems were particularly acute among MSEs. Table 4 shows the
awareness, understanding, reach and retention information for four business services in Nepal. The
first three services have been traditionally supported by donors while the last, advertising, has not.

Table 4: Awareness, Understanding, Reach and Retention of BDS in Nepal

Service Awareness | Understanding | Reach Retention
Production Advice 81% 45% 15% 89%
Management Training 88% 60% 28% 63%
Trade Fairs 96% 58% 27% 73%
Advertising 100% 75% 58% 88%

Source: BDS Market Assessment Survey in Nepal, GTZ
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GTZ has designed a program to assist suppliers of services traditionally supported by donors to sell
services to the private sector at full cost. Based on the above information, GTZ has included, in its
program support, activities to increase the understanding of services among entrepreneurs and
assistance to suppliers for trial marketing. GTZ was able to encourage suppliers to target the
private sector by showing them that once an entrepreneur tries a service, s’he often comes back, as
illustrated by the high retention ratios."" Awareness, reach and retention information is critical to
donors and practitioners in determining how to stimulate demand for a business service.

Understanding Rates of Consumer Adoption'?

A graph that plots when users of a service first began using the service shows how fast consumers
adopted the service. There are two basic ways that the market accepts a new service.

Fast Consumer Adoption—the service is accepted by the market very quickly. Demand rises
sharply immediately from when the service is introduced until it tapers off as a high level of market
penetration is reached.

A graph for this type of service is represented in the theory line in Annex A -Figure 2. The vertical
axis shows MSEs that are currently using the service during that year. The information comes from
the survey question: “When did you first start using the service?” When the data are plotted, the
number that started using the service in 1990 are added to the number that started using the service
in 1991 to give the total number using the service in 1991. The total is then added to the number
that started using the service in 1992 for the total number using the service in 1992, and so on.

For a service that is adopted quickly, a supplier does not need to put a lot of money into promotion.
The service catches on through word of mouth. However, the supplier needs to have his or her
organization ready to offer a high volume of the service quickly. If the supplier is not ready,
customers will have to be turned away or the quality of the service will suffer as the demands of the
market put a strain on the organization. In this type of market, a facilitator can help suppliers
develop systems to rapidly expand capacity or provide venture capital to new suppliers to help
increase supply.

The Philippine PCO survey showed that money transfer (represented by the second line on the graph
in Annex A — Figure 2) is probably the type of service that consumers adopted quickly. It is not
possible to be absolutely certain because the beginning of this curve is “missing.” The possible
answers on the questionnaire were only “before 1994, 1994, 1995, 1996, 1997, and 1998” so data on
the first part of the curve were not gathered. Many users started using the service before 1994,
represented by the first point on the line at almost 40 percent. The graph and other information
from the survey indicate that demand from new users has started to level off since 1997. Thus,
suppliers cannot expect many new customers for money transfer service in the future.

Slow Consumer Adoption—only a few consumers try the new service during the first few years
that it is offered. Then the service finally catches on and many more consumers start using it.
Eventually, demand from new consumers declines as the service reaches a high level of market
penetration. A graph of this type of service is illustrated by the theory line in Annex A - Figure 3.

For those services that take a while to catch on, a supplier must put a lot of effort into promotion and
be prepared to weather several lean years before the customer base starts to grow significantly. A

" Marshall Bear, “PSP’s Offer to BDS Suppliers — Consultant’s Report” draft, January, 2000.

» This tool was developed by Everett M. Rogers and published in E. M. Rogers and F. F. Shoemaker,
Communications & Innovations: A Cross-Cultural Approach, New York: Free Press, 1971, and originally
presented in E. M. Rogers, Diffusion of Innovations, New York: Free Press, 1962.
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donor aiming to stimulate this type of market might use a voucher program when the service is
introduced in order to stimulate trial of the service and thus increase demand faster. Alternatively
the donor could provide seminars for suppliers on how to promote the service and induce trial in the
early stages.

The Philippine PCO survey showed that domestic long distance fax is the type of service that
consumers adopted slowly in the beginning (represented by the other line in the graph, Annex A-
Figure 3). The first point on this line represents all those that started using the service before 1994.
This curve starts soon after the introduction of the service when demand is still low and growing
slowly. But between 1995 and 1996, demand for direct long distance fax began to increase more
rapidly. The curve is not “finished” in the sense that a high level of market penetration has not been
reached so demand from new users is still rising rapidly. It appears from the last data point,
however, that demand from new users may be starting to decline slightly.

As illustrated in the graphs from the Philippine study, the data from the survey often do not show an
entire theoretical curve, either because the start date for using the service in the questionnaire is
later than the introduction of the service or a high level of market penetration has not yet been
reached. In this case, the researcher must make an educated guess as to what part and which type of
curve the data represent. This will help the researcher determine how fast demand is likely to rise
for the service in the immediate future. For a supplier this information is useful when making a
business plan. For a donor, this information is useful when setting objectives for market expansion.

A check of the demographic characteristics of MSEs at various points on the consumer adoption
curve can help a practitioner target likely new users of a service. A practitioner can determine the
characteristics of those MSEs that used the service first, the “innovators,” those that tried it next,
the “followers,” and those that waited until it reached a high level of market acceptance before trying
it, the “laggards.” For example, in the Philippine study, the ICT service innovators tended to be
male-owned, sales/trading businesses with higher than average sales and household incomes. The
laggards, which only recently started using various telecommunications services, tended to be newer,
female- or family-owned businesses.

Segmenting the Market

As BDS practitioners know, MSEs are not a homogenous group. Personal and business information
on survey respondents can help a practitioner identify which type of MSEs use the service. This
information can help the practitioner better target these MSEs or change the service to reach a
different market segment. Understanding market segments can help a donor quantify and monitor
the reach of the service to various types of MSEs.

The Philippine study, for example, showed that the bulk of MSEs that use PCOs are in trading, with
most of those in either food and beverage or general merchandise. The remainder are mainly in
services, with only 1 percent in manufacturing. Although the proportion of MSEs in trading in the
Philippines is substantial, the proportion of PCO customers in trading appears significantly higher
than the average, while the percentage in manufacturing appears low. A national survey in 1993
showed that 40 percent of registered micro, small and medium-sized enterprises were in
manufacturing.

The three Philippines surveys indicated that MSEs with higher sales and wider markets are
generally more interested in information services than smaller MSEs operating only in local
markets. This led the researchers to conclude that growth-oriented MSEs are more interested in
information services while survival-oriented MSEs are mainly interested in communications
services. Building a market for information services from survival-oriented MSEs would require
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developing a new type of service than what is currently offered, one that met smaller MSEs’ needs
for local information in a timely, convenient, and user-friendly manner.

In the Nepal study, demographic information on respondents was combined with usage data to
quantify market segments for various services. For example, the survey showed that the market for
many services is still dominated by large companies; 73% of the market for legal services and 87% of
the market for advertising comes from manufacturers with over 50 employees. However, MSEs
represent an important market segment for some services; 33% of the market for communications
and correspondence services and 38% of the market for accounting/financial/taxation services comes
from manufacturers with less than 10 employees. This information is being used to help decide on
which services to focus market stimulating interventions and to monitor the market size from MSEs
for various services.

DEVELOPING AND IMPROVING SERVICES
Identifying a Service’s Real Competitors

Often, the competition for a business development service does not come from another formal
organization offering the same service. Instead, it comes from informal services or systems that
provide the same benefit to MSEs. For example, the competition for a market information service
might be information from MSEs’ customers and business associates. Donors are interested in
learning if a BDS program is actually displacing private sector suppliers, many of whom are
informal. A UAI market study can identify informal suppliers or business service systems by asking
respondents: If you cannot get this service, what will you do?

The answers will tell the researcher how MSEs get the benefit of the service from other sources.
From there, a BDS practitioner or donor can study these sources either to get ideas for designing a
service or to find ways to build up and improve upon these sources of the service rather than start a
new service.

Analyzing Service Features

Features that a supplier designs in a service determine the benefits that MSEs get from the service.
Service features often determine if MSEs will purchase a service and, given a choice, from whom
they will purchase it. A UAI market survey provides two types of information that enable a BDS
practitioner to analyze service features. The first is data on how important various features are to
MSEs. The second is the satisfaction rating the MSEs give suppliers on these features. This
information can be plotted on a matrix, which shows a single supplier’s or all suppliers’ strengths
and weaknesses in meeting MSE demand for service features. A single supplier can use the matrix
to improve the appeal of his/her service relative to the competition. A facilitator or donor can use the
matrix to determine if services in the market are appropriately designed for MSEs and design a
program to help suppliers increase the appeal of their services to MSEs.

Table 5 shows importance and satisfaction data from the Bayantel PCO survey. The first column
shows the number of respondents who ranked the feature as extremely important. The second
column shows how far this number is from the mean number of respondents ranking each feature as
extremely important. The last two columns show the same information on the satisfaction with
Bayantel PCOs. When analyzing feature ratings, practitioners tend to use the number who stated
the feature was extremely important or are very satisfied instead of the actual average rating of
respondents (on a scale from 1 to 4) because these figures usually yield a bigger difference among the
features and thus make it easier to analyze. Marketing experts have also found that extremely
important/very satisfied figures are often more accurate than the average rating.
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Table 5: Importance and Satisfaction Data from Bayantel PCO Survey in the Philippines

Importance Satisfaction
# Who Rated # Who Rated |Distance
Features Feature Extremely | Distance | Feature Very | From
Important From Mean Satisfied Mean

Accuracy 89 14 31 -3
Privacy 82 7 28 -6
Cleanliness 81 6 57 23
Clarity of connection/page 79 4 52 18
Confidentiality 77 2 21 -13
Comfortable waiting area 76 1 47 13
Comfort while using services 76 1 26 -8
Friendly/helpful attendants 75 0 35 1
Waiting time 70 -5 26 -8
Clear layout 70 -5 25 -9
Convenience of the location 69 -6 32 -2
Variety of services 65 -10 34 0
Distance from business 65 -10 32 -2
Mean 75 34

Source: MSE Survey from Philippine ICT Study, MBP

To analyze these data, plot the features on a matrix like the example shown in Table 6 for the
Bayantel PCO data.”” Put the features with higher than average importance and higher than
average satisfaction in the top left box. Put the features with higher than average importance but
lower than average satisfaction in the top right box. Put the features with lower than average
importance but higher than average satisfaction in the bottom left box. Put the features with lower
than average importance and lower than average satisfaction in the bottom right box. In Table 6, the
numbers in parentheses indicate the distance from the mean, as shown in Table 5. The first number
is the distance from the mean importance, and the second is the distance from mean satisfaction.

The matrix represents how the provider is doing in satisfying customers’ demands for service
features. The top left box shows the provider’s strengths—where consumers are satisfied with
features that are important to them. These strengths should be maintained and promoted. The top
right box represents the provider’s weaknesses—where customers are relatively dissatisfied with
features that are important to them. A provider should address these weaknesses to become more
attractive to customers. The bottom left box represents wasted money—features that customers are
satisfied with but that are relatively unimportant. A provider should reallocate the money spent on
these features because customers do not really care about them. The bottom right box shows features
that the provider should not worry about. Customers are not very satisfied with these features but
they do not care about them much either, so it does not matter if they are dissatisfied with them.

® This technique for analyzing the importance of features and satisfaction with services was originated by Dr.
Ned Roberto.
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Table 6: Analysis of Bayantel PCOs in Meeting Customer Demand for Service Features

High Satisfaction Low Satisfaction
Strengths Weaknesses
High Cleanliness (6, 23) Accuracy (14, -3)
Importance Clarity of connection (4,18) Privacy (7, -6)
Comfortable waiting area (1, 13) Confidentiality (2, -13)
Friendly/helpful attendants (0,1) Comfort while using service (1, -8)
Waste Indifference
Low Importance | Variety of services (-10, 0) Clear layout (-5, -9)
Waiting time (-5, -8)
Convenience of location (-6, -2)
Distance from business (-10, -2)

Source: MSE Survey from Philippine ICT Study, MBP

Table 6 shows that Bayantel is doing a reasonably good job of meeting MSEs demand for service
features. They offer a clean office with a comfortable waiting area, clear connections for telephone
use and friendly attendants — all features that MSEs think are important. The authors used the
matrix to recommend that Bayantel improve the accuracy, privacy and confidentiality of services as
well as provide more comfort while talking on the phone. Bayantel does not waste much money on
useless features. The company does not need to use resources to venture into a wide range of other
services — variety of services is not important to MSEs. Bayantel has been criticized for closing some
of its outlets. However, the matrix above shows that this strategy is unlikely to decrease demand
from MSEs, who do not mind going a little further to use a public calling office.

Comparing Suppliers

Importance and satisfaction data can also be used to compare various suppliers of the service and
find opportunities in the market for improving on current supply or offering new services. The
Philippine cellular phone user survey collected data on several cellular phone suppliers. Table 7
compares the various cellular phone suppliers by showing the percentage of respondents who said
they were very satisfied with each feature from the suppliers. The features are listed in order of
importance to MSE cellular phone users.

Table 7: Importance and Satisfaction Data from Cell Phone Survey in the Philippines

% of Respondents | % of Respondents Who Were Very Satisfied
Who Said Feature
Features: Wa"sn ﬁﬁﬁg?“f'y SMART | PilTel | Extelcom | Globe

Wide coverage 86 60 54 20 22
Portable/handy 84 65 58 68 44
Clarity of connection 83 55 58 44 44
Quick service 80 52 58 20 33
Waiting time for phone 71 50 46 32 44
Ease of application 71 58 48 44 22
Service location 61 47 52 36 44
Purchase location 47 45 54 40 44

Source: MSE survey from Philippine ICT study, MBP

It is clear in this example why SMART is the market leader among MSEs. SMART had the highest
rating for the features that MSEs care about most: wide coverage and portable/handy phones.
Extelcom and Globe cannot compete on wide coverage—the most important feature for MSEs.
Although PilTel is better than SMART at satisfying customers for four service features: clarity of
connection, quick service, service location and purchase location, these features are less important to
MSEs than wide coverage and portable/handy phones.
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Table 7 shows that there is considerable potential for improving the supply of cellular phone services
to MSEs. Less than half of all customers are very satisfied with many of the features they care
about. A donor interested in stimulating this market might provide suppliers with information on
technology for improving the clarity of connection on cellular phones and making phones smaller and
more handy. A facilitator might want to offer a seminar for suppliers on providing quick service.

WHAT WORKED AND WHAT DIDN'T-
SUGGESTIONS FOR USING THE TOOLS

The authors found that the UAI market study is quite a manageable tool. During the Philippines
and Nepal studies, we learned lessons about using the tools and the survey methodology. These
lessons are described below to assist those who use the tools in the future. The lessons indicate what
worked well in the Philippine or Nepal studies, what did not work so well, and issues that were
particularly challenging and that, in some cases, we were not able to solve.

UsING THE UAI
é’ What Worked

é’ Using the UAI to Make Recommendations to Suppliers. We found the UAI very useful for
making recommendations to suppliers about their service mix, service features, and marketing
strategies. For example, the features matrix enabled us to endorse Bayantel’s competitive
strategy of providing a comfortable, clean place for telecommunications services and to
recommend improvements where the features matrix showed weaknesses. In Nepal, GTZ will
distribute to suppliers service marketing profiles which include information from the survey and
the implications for suppliers trying expanding their sales to the private sector.

% Using the UAI to Identify Weaknesses in the Market for Services: We found the UAI very
helpful in identifying weaknesses in the market for BDS in both the Philippines and Nepal. For
example, the Philippine study showed that stimulating demand for ICT services from MSEs
would require different strategies for different services. For modern ICT services such as email
and Internet access, the biggest obstacle is raising awareness of the services and their potential
benefits to MSEs. For fax and typing services, suppliers need strategies for stimulating trial.
The cellphone survey identified service features which MSEs care about and on which all current
suppliers need improvement, demonstrating a weakness in supply. In the Nepal study, survey
data showed that basic awareness of business services in Nepal is not a problem, and neither is
retention. The key weakness in the Nepali market for business services is entrepreneurs’
reluctance to try services. This problem is often exacerbated by a lack of understanding about
services and their potential benefits. Demographic data helped pinpoint the consumer segments
where these problems are less or more severe. This type of information can help donors and

facilitators design interventions to address market weaknesses and stimulate the market for
BDS.

é’ Studying the Service and the Service Supplier. When analyzing the features of a service, it
is difficult to differentiate between the features of the service and the features of the service
supplier. In the Philippine PCO study, the researchers chose to analyze the features of the
supplier, such as cleanliness, as well as the features of a service, such as line clarity for the
phone service. This decision was made because the survey was examining many different
services. In retrospect, it is equally important to examine the features of the service supplier as
the service because MSEs interact with the supplier. Therefore, the features of the service
supplier are part of the service and, as the survey showed, important to the MSEs. It worked to
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include both features that applied to the service and those that applied to the service supplier in
the same list.

% Getting Expert Help. Although a BDS practitioner can be the main organizer of a UAI study,
help from a market research professional will improve the quality of the study and the results.
BDS practitioners conducted the Philippine study, but a market research specialist looked over
the plans at each stage and provided suggestions, as well as assisted the practitioners in
interpreting the results. The market research specialist, for example, helped the practitioners
properly formulate the questions for the survey and determined the sampling methodology.
Expert advice also enabled us to make a more thorough analysis of the results.

% What Didn’t Work

% Defining the Service Too Broadly. If a service is defined too broadly, researchers and
respondents might interpret the service that is being investigated differently. For example,
management training and skills training are not the same service. If a UAI study on training
does not specify the type of training, different types of training that are not comparable will be
included in the responses. The mix will lessen the value of the information to improve each
specific type of training. Similarly, if the service is defined as a category of services rather than a
single service, the survey questionnaire becomes complicated because it must investigate all the
various services in the category. In the Philippine study, because ICT-based services as a
category included many services, the questionnaire became longer and more complicated than it
would have been for a single service. The Nepal study investigated many services but reduced
the depth of detail to accommodate the breadth of services. For example, the Nepal survey did
not gather data on service features.

% Trying to Get Market Information and Impact Information at the Same Time. Trying to
get too much out of a single survey may reduce the quality of the results. The Philippine surveys
gathered both UAI data and impact data, making the survey questionnaire quite long. Asking
impact information may also have made the respondents question why the survey was being
administered and, thus, may have biased some of their answers. In retrospect, it is better to
gather only market data during a UAI study and conduct a separate survey to measure the
service’s impact on MSE customers.

Challenges for Users

Comparing Services Offered from Formal and Informal Suppliers. A UAI market study
can be very helpful in comparing competing services. However, the UAI market study was
originally designed to compare different brands of the same product, such as shampoo.
Comparing different sources that MSEs use for information is not like comparing different
brands of shampoo. Services offered from the formal and informal sectors are likely to be quite
different—in the way services are offered, their price (if they are paid for in monetary terms at
all), and service features. The UAI methodology needs to be adapted so that it can enable BDS
practitioners to better understand and compare the same service from informal and formal
suppliers. This is an ongoing challenge for those using the UAI market study as a BDS design,
market assessment or monitoring tool.
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USING THE SURVEY METHODOLOGY
% What Worked

é’ Reasonable Resource Requirements. The UAI market study is reasonably cost-effective. The
time and effort needed to gather a lot of helpful information using a UAI study is not onerous. It
is possible to be reasonably confident about the results of a survey with a small sample size. A
sample size of 100 will yield a margin of error of £10 percent and a confidence level of 95 percent.

The resources used in the Philippine study follow.

People

Managers/Researchers. The Philippine study had two manager/researchers, who split the
work of designing and overseeing the surveys. It would have been possible to do the study with
only one manager, but it was helpful to have two to share ideas. Although neither researcher is
a marketing specialist, both had experience with BDS as practitioners and some background in
marketing.

Marketing Specialist. The Philippine study had the advice of a marketing specialist at
critical junctures during the study.

Survey Team/Company. The Philippine study used a professional Filipino survey company
experienced in marketing surveys. The survey team had a manager who coordinated the pre-
test and interviews and acted as a liaison between the interview team and the study managers.
The team manager also trained the 2 supervisors and 10 interviewers. The team included a
translator who translated the questionnaires from English into local languages. It was helpful
to have an experienced survey company because their personnel made useful suggestions on
the design and implementation of the survey. Having a local company conduct the survey
helped ensure that the survey was appropriate for the local context.

Time
The Philippine study took approximately four months from start to finish, as follows:
Forming the team: One-and-a-half weeks
Designing the study: Two weeks, including writing the design, having it reviewed by the
marketing specialist and others, and making revisions
Designing the questionnaire: Two weeks, including the same review process as above

Pre-Testing the Questionnaire: One week—actual interviewing took only two days but time
was needed to travel to the survey site, go over the questionnaire with the survey team,
organize the interviewing, identify respondents, and copy the questionnaires

Questionnaire Revisions: One week, including another review
Survey: Two weeks

Tabulation: Three weeks

Analysis: Two-and-a-half weeks

Report preparation: Two weeks

Money

Funds were primarily used to pay the research team. The only key assets used by the survey
firm were a computer and software for tabulating the results of the survey. In the Philippines
most survey companies charge a fixed rate per interview for surveys. The rate depends on the
length of the questionnaire, the data tables required and other services needed such as
translation. The company conducting the Philippine study charged approximately P800 (US$20)
per interview for the following services:
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commenting on the survey design and questionnaire
translating the questionnaire into local languages
field testing the questionnaire and providing feedback
formatting the questionnaire for the interviews
printing and copying the questionnaires
hiring and training interviewers
conducting interviews
supervising interviews
cleaning and tabulating the data

¢ producing data tables
Travel expenses for the survey team and tax were extra. Although some firms will design and
revise the questionnaire, we did these tasks ourselves.

% What Didn’t Work

% Making the Study Too Complicated. The Philippine study aimed to cross-reference the
respondents’ demographic characteristics against almost all of the other data. The resulting data
tables were voluminous, and many of the cross-references put the base number of respondents
under 30, which means the results are not statistically significant. In retrospect, all of the cross-
references were not needed to achieve the objectives. For example, cross-referencing suppliers
used for various services with respondents’ demographic information was unnecessary for the
analysis. Thinking more carefully about the data needs would have saved time and money in
data tabulation and analysis.

Challenges for Users

Using Good Survey Methods. Information from a survey is only as good as the survey itself.
Good survey practices lead to useful results. Where there are mistakes, the results were more
difficult to interpret and less useful. Some useful survey practices to keep in mind were:

= Make sure to refine the questionnaire thoroughly using one or more pre-tests before the survey.

= Ask respondents for personal data at the end of the questionnaire. Asking for personal
information at the onset often makes respondents suspicious and less willing to cooperate with
the survey.

= Include directions for the interviewer in the questionnaire. For example, if a respondent is not
aware of a service, direct the interviewer not to ask the respondent the questions on usage.

= Use a “show card” to help respondents choose an answer. This not only makes it easier for
respondents to answer, but it also makes them more willing to give sensitive personal
information such as income level.

= For data on income level and sales, use a show card that has income ranges and ask respondents
only to indicate the letter of their answers. This way respondents do not have to give their
income aloud, which often results in inaccurate answers.

= Ifthe researcher is writing the questionnaire in a language other than the one in which it will be
conducted, make sure that the questions are translated accurately and appropriately. In other
words, the translation of each question should reflect what the researcher meant. Local
languages and colloquial expressions should be used so that the respondents understand the
question as the researcher meant it.

= Keep the questionnaire as concise as possible. We found that some MSEs got impatient with the
length of the Philippine questionnaire.

Market Research Tools for BDS: A Technical Note
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= Try to choose the respondents randomly from the survey population to avoid biasing the survey.
We found that we had to balance practicality and scientific rigor in the sampling methodology.

= The results are only generalizable to the survey population, which may be only MSE users of the
service in a particular area, rather than MSEs in general.

= If the base number of MSEs for a given question falls below 30, the results are no longer
statistically significant.

IMPLICATIONS FOR DONORS

The UAI market study is extremely useful for facilitators and donors who want to design and
monitor effective interventions to stimulate BDS markets. The information yielded by a UAI study
is much more useful in understanding the market for a service than needs assessments and other
tools traditionally used by MSE support institutions. The UAI offers detailed information on demand
and a clear picture of supply from consumers’ point of view. Even for donors assisting only one or two
suppliers, the information from a UAI will show what effect the program has on the market at large,
as well as how the suppliers can expand sales.

An analysis of UAI data can pinpoint constraints to market development both on the demand and on
the supply sides. Accurately pinpointing the constraints to market development will help donors
focus their resources effectively. For example, if awareness is a key problem, donors can focus on
raising awareness of services among MSEs. If retention is a key problem, donors can focus on
supporting suppliers’ efforts to improve services by including the features that MSEs want. On the
other hand, without a clear understanding of the market, a donor might design a program that does
not address the constraints in the market. For example, a donor might choose a voucher program to
stimulate demand when the actual problem is that suppliers do not offer the features that MSEs
care about — thus they do not want the services at any price.

Donors can also use a UAI study as a market stimulation tool in itself. Many suppliers do not have
the resources and expertise to do a UAI themselves. However, the information from a UAI is very
helpful to them in improving their services for MSEs and expanding sales. Offering suppliers
information is one of the least distortionary supply side interventions.

Because the UAI is flexible, donors can use abbreviated or modified versions for monitoring
purposes. Conducting periodic UAI surveys enables donors to monitor several of the Performance
Measurement Framework indicators: market size and market penetration both overall and for
specific consumer segments (e.g. women and microenterprises), prices and average price per unit of
service, number and proportion of multiple-user customers and customer satisfaction. In addition, a
UALI will provide some information about the number of BDS suppliers and service types.

Considering its utility for donors, A UAI is quite cost effective. As discussed above in the section on
“What Worked,” the resource requirements to conduct a UAI are reasonable. Conducting a UAI
study every two years, for example, would help a donor both to design and periodically adjust a BDS
market stimulation program, as well as monitor the changes in the market over the period of the
program.
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ANNEX A: FIGURES

Figure 1: UAI Process Flowchart
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Figure 2: Fast Consumer Adoption
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Figure 3: Slow Consumer Adoption
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ANNEX B: ELEMENTS OF A UAI QUESTIONNAIRE

Information Objective

Data Tables

Sample Questions
(from the Philippine ICT study)

1. Screening Questions:
To determine if respondent is qualified
for the survey.

N/A

Have you ever used services here for
business purposes?
yes = proceed no = terminate interview

N/A

How many full- or part-time workers does
your business have now?

25 or less = proceed  more than 25 =
terminate

N/A

What is your current role in the business?
owner/manager/relative of owner =
proceed  other = terminate

2. Awareness of Services: To
determine how aware MSEs are of the
service. This information helps BDS
practitioners decide how extensive an
information campaign their program
requires. This information helps
donors determine if lack of awareness
is constraining demand.

% aware of service
% correctly defining
service

Have you heard, read, or seen anything
about fax services?

What have you heard, read, or seen about
fax service?

3. Usage of Services: To understand
users’ current purchase and usage
habits and practices. This information
helps BDS practitioners identify
suppliers that can be studied, decide
how to advertise, and design services
in the right quantity and the right
place. It also helps BDS practitioners
in estimating the level of demand for
the service.

This information can help donors
quantify market size and market
penetration and evaluate suppliers’
success in reaching MSE customers.
It can also help practitioners or donors
understand why MSEs do or do not
purchase the business service and
what informal alternatives exist.

% using service

Have you ever purchased fax service
anywhere for business purposes?

Locations of use

Where have you purchased fax services
for business purposes?

How customers
learn about service
locations

How did you find out about (purchase
location)?

Frequency of use

How often do you use fax services for
business purposes?

Volume of use

If you used fax services in the last month
for business purposes, how much did you
spend the last time you sent a fax?

When use started

When was the first time you ever
purchased fax services for business
purposes?

Reasons for use
(specific and
general)

Who did you communicate with when you
used fax services in the last month? What
was the fax about?

How does fax service help your business?

Reasons for non-
use (for non-users)

Why have you not used fax services?

Competitor/
substitute services

For users: If you cannot get fax services,
what will you do?

For non-users: If you need to send a
document quickly, how do you do it?

Annex B—Elements of a UAI Questionnaire
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Information Objective

Data Tables

Sample Questions
(from the Philippine ICT study)

4. Service Features:'* To learn what
service benefits customers prioritize.
This information helps practitioners
design a service with the features that
MSEs want.

Importance of
service features

| will now read to you a list of qualities and
features of communications service
suppliers. Please rate these features
according to how important they are to you
in a communications service provider.
Would you say that (mention each feature)
is to you: extremely important, quite
important, a little important, not that
important, it depends on (ask
respondent to clarify).

Features tested:
Distance from business
Convenience of the location
Variety of services
Clarity of connection or page
Waiting time
Friendly and helpful attendants
Cleanliness
Clear layout
Available and comfortable waiting area
Comfort while using service
Privacy
Confidentiality
Accuracy

5. Customer Satisfaction: To learn
how satisfied customers are with
service features and to compare
suppliers. This information can help
individual suppliers become more
competitive. This information can
help BDS facilitators or donors
evaluate how well suppliers are
meeting the demand from MSEs and
help them to modify services to better
reach the MSE market.

Customer
satisfaction with
service features

If evaluating only one supplier: Now, may |
ask for your opinion about this service
provider? Regarding each of the features,
compared to your expectations, please tell
me if you are: very satisfied, a little
satisfied, a little dissatisfied, very
dissatisfied.

If evaluating multiple suppliers: Now, may |
ask for your opinion about this service
provider and the ones you mentioned
earlier? Please rate each of them on each
of the features you just rated. Let’s start
with (name of service provider) . . .

14

Do not include “price” in the list of service features. Market research has shown that this question always

yields that price is of average importance and average satisfaction for customers. However, this result does
not reflect the actual importance and satisfaction of customers with the price of the service.
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Information Objective

Data Tables

Sample Questions
(from the Philippine ICT study)

6. Personal data: To learn about the

market segments that use the service.

This information helps practitioners
target the service to a particular
segment of the MSE market or learn
that the service must be changed to
reach a different type of MSE. This
information can help donors
understand and monitor outreach to
various types of MSEs, for example
MSEs that are typically underserved.

Business type—
formal or informal
sector

Is your main business registered with a
government agency?

Business type—
subsector

What is your business?

Age of business

When did your business start?

Gender of Who owns the business?
entrepreneur
Location of In what municipality is your business

business; distance
of business from
supplier

located?

Business sales

What were the sales of the business last
(name relevant period)?

Income level of

Into which category does the monthly

family of income from all sources of your family fit?
respondents (Provide relevant categories.)
Respondents’ What level of schooling did you complete?

education level

Annex B—Elements of a UAI Questionnaire
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