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Introduction

A one-size fits all approach 
to problem-solving does not 
exist. Similarly, one research 
method will not be able to 
effectively answer all of  our 
clients’ questions. At Antilles 
Economics we are continually 
broadening our areas of  
research expertise to ensure that 
we are equipped with all of  the 
necessary tools to effectively 
solve clients’ information 
challenges, whatever form they 
take.

Through both our academic  
training and practical 
experience, our team has been 
using the techniques we now 
offer to clients for more than a 
decade. Even more importantly, 
we have gained insights into 
which method, or combination 
of  methods, works best. 

While we believe that it is 
our responsibility to steer our 
clients towards methods that 
would most effectively solve 
their problems, this 2015 
Research Methods catalogue 
can help you understand the 
tools at your disposal. These 
summaries only touch on the 
main aspects of  each method, 
so feel free to contact us if  

you’d like more detailed 
information.

Our current range of  
research methods spans both 
qualitative and quantitative 
techniques as well as techniques 
more widely used in ‘big data’ 
frameworks. We have organised 
the methods as follows:

• How we research;
• Data collection methods; 

and, 
• Using analytics.

 Throughout this catalogue 
we have also included a few 
case studies outlining how we 
have used some of  these 
techniques in past research.

If  you would like further 
information on Antilles 
Economics and how we can 
help your organisation uncover 
its hidden insights, we can be 
reached by email using 
info@antilleseconomics.com or 
by phone by calling 
246-253-4442. If  you would like 
to read more about our work, 
visit us online at: 
www.antilleseconomics.com
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This section describes the main 
approaches we use in almost every 
research project we undertake

Hypothesis testing

Statistical analysis
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Section 1: 
How We Research

Hypothesis Testing
What is hypothesis testing?

After working in an industry or a particular line 
of  business for a while, you tend to develop beliefs 
about how the market behaves, what works and 
what does not work. Hypothesis testing allows you 
to evaluate those beliefs scientifically and provide 
an estimate of  the likelihood that you’re wrong.

How is hypothesis testing used in business?

Hypothesis testing is the first step of  most 
research projects and its uses are wide and varied. 
In manufacturing, for example, you could employ 
this technique to identify the likelihood of  
obtaining a fault in a batch run and therefore the 
need for some adjustment in the production 
process. In marketing, you could identify whether 
some belief  about the response to a particular 
campaign fits the data.

Exactly how does hypothesis testing work?

Hypothesis testing begins with the formulation 
of  some statement, or hypothesis, about the 
behaviour of  the population (people, production 
run, region, etc.). For example, the Marketing 
Director for an organic foods producer may 
hypothesize that their main buyers are persons that 

are health conscious. The next step would be to 
take a sample of  the population that you have 
formulated the hypothesis about, in this case the 
buyers of  organic food. The Marketing Director 
can then check whether their main buyers are 
indeed health conscious. 

There are many ways to test hypotheses and 
the exact method used would depend on the 
hypothesis being tested as well as the underlying 
data. Most of  the techniques featured in this 2015 
Research Methods catalogue can be used to test a 
hypothesis, but popular examples include surveys, 
econometric analysis, statistical analysis and 
observational research.

We usually start our research with an 
assumption of how two variables are 
related or the final results. We then 
employ analytical techniques to test 

if we were right. 

For example, we may start with the 
hypothesis that ‘only people earning 

more than $36,000/year invest in 
mutual funds’ and then conduct a 
survey of persons of all income 
levels to verify whether the 

statement is true.

http://www.antilleseconomics.com
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Statistical & Econometric 
Analysis
What is statistical analysis?

Statistical analysis encompasses the tools and 
techniques that allow researchers to transform data 
into useful information. Econometric analysis is 
the application of  statistical analysis to economic 
problems.

How is statistical/econometric analysis used 

in business?

Statistical and econometric analysis is used in 
all areas of  business. Some of  the most popular 
uses are forecasting, analysing trends and 
determining probabilities. For example, 
determining the factors driving customer demand, 
understanding the factors affecting supply costs, 
estimating how macroeconomic policies affect 
your business, or forecasting the future.

Exactly how do you conduct statistical/

econometric analysis?

The first step of  statistical analysis is to collect 
the data from primary sources (such as through 
surveys or sampling in-house databases) and 
secondary sources (such as the databases of  

governments, other research institutes, non-profits, 
etc.). Once the data has been collected, it must be 
transformed into a format useful for further 
analysis, and summary statistics can be calculated. 
By highlighting important trends and abnormal 
patterns, summary statistics help researchers 
determine where to target their analysis. 

What are the main advantages of statistical/

econometric analysis?

Statistical and econometric analysis allows you 
to scientifically evaluate some particular belief  
about how customers, or some other variable, 
behaves.

What challenges may arise when conducting 

statistical/econometric analysis?

It is very important to frame the question 
correctly. If  the question is incorrectly framed, the 
entire study will result in misleading conclusions.
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Our baseline forecasts included in our dashboards are built on an econometric 
foundation. For example, our real GDP growth forecasts for Barbados were derived using 
linear regression with a number of independent variables such as tourist arrivals and 

imports of construction materials. 

Forecasting using econometrics alone assumes that the historical relationship would be 
maintained in the future. So we adjust our forecasts based on our view of the impact of 

current developments.

http://www.antilleseconomics.com
http://www.antilleseconomics.com


4 www.antilleseconomics.com

This section describes the approaches 
we use to collect data

Secondary research 

Surveys and Experience Sampling
Focus groups
Stakeholder interviews

Online communities

Observational research
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Section 2: 
Data Collection Methods

Secondary Research
What is secondary research?

Secondary research collates previously existing 
research and summarises it in a way that makes it 
useful to the researcher. Sources of  secondary 
research could include external sources such as 
journal, magazine and newspaper articles, financial 
reports and company websites, or internal sources 
such as previous market research, old sales reports, 
accounting records and employee performance 
reports.

How is secondary research used in business?

Secondary research is most commonly used to 
provide the background information for primary 
research, but it can also be used on its own. In this 
vein one of  the most popular uses is to create 
competitor profiles and summaries of  market 
trends in industries where this information is 
widely available.

Exactly how do you conduct secondary 

research?

Secondary research involves: searching for all 
existing studies and/or information relevant to the 

topic being researched; analysing the information 
presented; and, preparing the final summary 
report. For transparency and to minimise the risk 
of  plagiarism, all sources must be cited.

What are the main advantages of secondary 

research?

The main advantage of  secondary research is 
that it is relatively simple to conduct and 
inexpensive when compared to most primary 
research methods.

What challenges may arise when conducting 

secondary research?

The main con of  secondary research is 
researchers may not be aware of  or have access to 
all of  the previous research done on the topic. 
This may result in an incomplete analysis and 
misleading conclusions.

http://www.antilleseconomics.com
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Surveys
What is a survey?

The term survey is often used to describe the 
collection of  information from a sample of  
individuals using a questionnaire. Surveys can be 
conducted in many ways, including over the 
telephone, by mail, in person and in various ways 
online. They differ to census in that they only 
collect information from a sample of  the 
underlying population, rather than the entire 
population.

How are surveys used in business?

Surveys are used throughout business, but 
perhaps the most common and consistent use of  
surveys is to collect information on customer 
satisfaction. In this case, a sample of  the 
company’s customer base is asked questions to 
ascertain their level of  loyalty to and satisfaction 
with the service provided by the company. Other 
popular uses include assessing market preferences, 
public opinion polls, investigating purchasing 
practices and consumer habits.

Exactly how do you conduct a survey?

Preparing to conduct a survey involves 
determining the optimum sample size, developing 
the questionnaire, determining the population to 
be surveyed, determining the distribution method 
and training the persons who will conduct the 
survey. Based on some of  these decisions, 
additional preparatory steps may be required. For 
example, if  the survey is to be conducted in 
person, the location of  collection must be 
determined. 

The next step is to conduct the survey. Surveys 
usually are conducted with two target dimensions: 

time and sample size. For example, a survey may 
be conducted over two weeks with a target sample 
size of  200 respondents. Researchers must 
determine before they begin the survey which of  
these dimensions will take precedence. It is 
possible that you may not reach your target of  200 
respondents in two weeks, in which case you need 
to determine whether you will continue to collect 
information beyond the two weeks. Or, conversely, 
you may exceed the 200 respondent target before 
the end of  the two weeks and then you’d have to 
decide whether to stop early or to surpass your 200 
respondent target.

Once you have collected the data, it will then 
be analysed, usually using statistical software, and 
the report summarising the findings will be 
produced.

What are the main advantages of surveys?

Properly designed surveys can be relatively 
inexpensive sources of  excellent business 
information, and you can delve into topics that are 
of  particular interest to your business.

What challenges may arise when conducting 

surveys?

There are many challenges that often arise 
when conducting surveys, such as poor response 
rates, inadequate design, unskilled data collectors, 
and incomplete responses. To avoid many of  these 
challenges, the survey should be well thought out 
with sufficient time allocated to ensure adequate 
response rates, and data collectors should be 
experienced.

ANTILLES ECONOMICS RESEARCH METHODS	
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Experience Sampling
What is experience sampling?

Experience sampling allows researchers to 
collect information about the behaviour of  
participants as they are participating in an 
experience. Participants stop at different times 
during the experience and make notes or answer 
questions about their actions and/or feelings. 

How is experience sampling used in business?

One of  the most popular uses of  experience 
sampling is to understand TV viewing preferences. 
The researcher would randomly call houses at 
certain times of  the day and ask them what 
channel they are watching. Experience sampling 
would also be useful for staff  development. For 
example, an exercise can be conducted to 
understand how customer-facing staff ’s moods 
change as the day progresses, and, as such their 
ability to effectively deal with customers. 

Exactly how do you conduct an experience 

sampling exercise?

Once the experience to be researched is 
determined, you will determine the ideal way of  
interrupting participants during the experience, 
how long the exercise will continue as well as who 
the participants should be. You can ask 
participants to respond when they are signaled 
(such as when they receive your call or email), at 
pre-set intervals (such as just before they leave for 
work), or when a particular event occurs (such as 
immediately after a client leaves their office).

You also need to determine what type of  
information you would like to get from 
participants. Ideally, you would use a structured 
questionnaire, usually with open-ended questions 

to gather opinions, thoughts, feelings and 
descriptions of  activities. At the end of  every day, 
or the end of  the exercise, you will collect all of  
the notes compiled by participants and analyse the 
results.

What are the main advantages of experience 

sampling?

Experience sampling is useful for collecting 
subjective information in the moment. Since 
participants are noting their actions/thoughts/
feelings/opinions during the exercise, you 
minimise the bias and lost information that 
characterises historical recounts. Since participants 
are often unobserved during the exercise and are 
essentially keeping a diary, they may also feel more 
inclined to be honest.

What challenges may arise when conducting 

an experience sampling exercise?

Analysing the information collected during 
experience sampling exercises can be time-
consuming, and you often lose context since the 
researcher is unable to observe the experience as it 
is happening. To be effective and as non-intrusive 
as possible, few questions must be asked, which 
limits the information that can be collected. The 
information collected from experience sampling 
exercises can be maximised if  they repeated often 
and are combined with other types research.

ANTILLES ECONOMICS RESEARCH METHODS	
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Focus Groups
What are focus groups?

Focus groups are small groups of  individuals 
that have been organised to investigate a specific 
topic, under the guidance of  the group’s facilitator. 
They are preferred when the interaction of  
participants is particularly important.

How are focus groups used in business?

Focus groups are used mainly in consumer 
research into topics such as brand perception, 
product features, customer complaints, 
understanding what prompted customers to 
become intense users of  a product/service, etc. 
Researchers have also used focus groups to delve 
deeper into staff  issues.

Exactly how do you conduct a focus group?

The first steps when conducting focus groups 
are to determine exactly what will be investigated, 
create the discussion outline, select the participants 
and organise the other administrative 
arrangements. The most important consideration 
is focus: the discussion outline should only include 
the critical aspects of  the topic, and participants 
should be carefully selected to ensure that their 
contributions can be applied to the wider 
population. The final preparatory step is to ensure 
that all of  the administrative arrangements are in 

place and that the compensation for participants - 
money, product samples, vouchers, etc. - is 
prepared. 

When conducting the session, the researcher 
will ensure that all aspects of  the topic are covered 
and that all participants add their opinions. The 
final report summarises the discussion based on 
the main themes that arose, including any notable 
exceptions.

What are the main advantages of focus 

groups?

The main advantage of  focus groups is the 
interaction of  the participants. These sessions are 
designed to encourage people to expand on each 
other’s experiences and ideas, which leads to richer 
insights than one-on-one conversations. The 
researcher’s aim is, therefore, to encourage an 
environment where participants feel comfortable 
speaking freely.

What challenges may arise when conducting 

focus groups?

The biggest challenge when conducting focus 
groups is identifying appropriate participants and 
convincing them to participate. Targeted 
invitations and attractive compensation will help 
minimise this challenge.

ANTILLES ECONOMICS RESEARCH METHODS	
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We used focus groups to investigate consumer attitudes towards a particular type 
of product as well as to understand employees’ reactions to an announced change 

within an organisation. In all cases, we conducted multiple, recorded sessions with 
different segments and produced a summary report highlighting the themes that 

arose. The clients used the findings to inform a marketing campaign as well as to 
remove most of the administrative hurdles raised by participants. 
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Stakeholder Interviews
What is a stakeholder interview?

Stakeholder interviews are essentially one-on-
one conversations between the researcher and the 
interviewee, or stakeholder. These interviews are 
designed to dig deeper into a particular topic in an 
environment that encourages the stakeholder to 
speak freely.

How are stakeholder interviews used in 

business?

Stakeholder interviews are typically used in 
marketing, regulatory affairs, product development 
and financing. For example, customer complaints 
departments often conduct stakeholder interviews 
to understand the customer’s concerns, while 
research and development departments often chat 
with customers about how they use their 
products/services and what improvements they 
may wish to see. These types of  discussions are 
preferred to surveys or focus groups when you 
want the interviewee to speak freely or the topic is 
particularly sensitive/confidential. 

Exactly how do you conduct a stakeholder 

interview?

The best approach to conducting a stakeholder 
interview is to employ an objective researcher that 
will be viewed by the interviewee as independent. 
This encourages the interviewee to speak freely. 
The researcher will inform the interviewee of  the 
topic to be discussed and schedule the meeting. An 
interview guide will be developed to ensure that all 
of  the main areas are covered within the session 
and to help the researcher guide the conversation. 
Ideally these sessions should be conducted face-to-
face, but advances in technology facilitate online 

meetings as well. The least preferred method is via 
the telephone because the researcher would not be 
able to read body language and some of  the non-
verbal information would be lost.

What are the main advantages of 

stakeholder interviews?

Stakeholder interviews allow researchers to 
most effectively dig into topics of  interest, with 
limited distractions (as typical in focus groups). 
Due to their one-on-one nature, they also facilitate 
the discussion of  sensitive topics and are the most 
flexible in terms of  scheduling.

What challenges may arise when conducting 

stakeholder interviews?

The first challenge is getting the interviewee to 
agree to talk with you. The second common 
challenge is helping the interviewee to relax and 
trust the confidentiality of  the session, which is 
why stakeholder interviews should be conducted 
by experienced, independent researchers.  

ANTILLES ECONOMICS RESEARCH METHODS	
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We used a combination of surveys and 
stakeholder interviews to 

investigate the impact of a change 
in legislation on the demand for 

generic pharmaceutical products. We 
segmented the affected population 

into consumers (patients), 
pharmacists and doctors.

 
We surveyed hundreds of consumers 
and conducted tens of interviews 
with pharmacists and doctors. The 
results were used by the client to 

adjust its marketing and 
distribution strategy.
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Online Communities
What are online communities?

In short, online communities are chat rooms 
with additional features that allow researchers to 
collect qualitative information. They are growing in 
popularity, especially with global consumer brands, 
as they allow companies and their customers to co-
create products and solutions. Since they are 
designed for research purposes, they are not simply 
fan pages.

How are online communities used in 

business?

Online communities are frequently used to test 
new ads, messaging, product features and 
packaging; to understand what motivates buyers 
and super fans; and, to figure out what types of  
products/services your customers would like 
developed.

Exactly how do you conduct a survey?

Once you have created the online platform - 
which would usually include a chat room, a survey 
form option, email option ... - the next step would 
be to attract participants. Most online communities 
invite persons from their customer base. 
Participants agree to co-create with the company 
over a number of  weeks/months, which requires a 
great deal of  commitment from both parties. 
Participants are required to commit to participating 
in the online community for a minimum number 

of  hours a week and are compensated generously 
by the company (e.g. free products, advanced 
access to new products, etc.)

Over the course of  the project, the 
community’s facilitator will ask questions to 
prompt discussions, send out questionnaires, and 
sometimes follow up with individual participants. 
Reports of  these interactions are produced on an 
ongoing basis. 

What are the main advantages of online 

communities?

The advantage of  online communities are 
numerous since they encompass a number of  
research methods. The most important advantage, 
however, may be that they allow the researcher to 
gather information from a motivated group of  
users. The level of  commitment required ensures 
that participants are willing to share their 
information and opinions and, as a result, they 
become great sources insights and innovative ideas. 
Since the community is online, participants can 
often join in at their convenience; and, since they 
are flexible, new topics can be added over time.

What challenges may arise when conducting 

online communities?

Online communities require a significant time 
and financial investment to create the platform, 
conduct the research and compensate participants.

ANTILLES ECONOMICS RESEARCH METHODS	
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Observational Research
What is observational research?

Observational research involves watching 
participants as they are experiencing something. In 
most case, the person being observes is unaware. 
However, there are some studies when the 
participant is aware, which allows the researcher to 
ask questions that would help them understand 
what they are observing.

How is observational research used in 

business?

Observational research is mainly used to 
understand behaviour and habits. It is often found 
in consumer research to inform marketing 
campaigns and product design. For example, it has 
been used to determine product placement, 
identify the most attention-grabbing packaging, 
ease congestion, time how long customers take to 
do something, etc. 

Exactly how do you conduct an 

observational research exercise?

Once you determine exactly what behaviour 
you would like to investigate, you can decide where 
the experiment will take place, how many persons 
you will observe (or for how long you will 
observe), and what form it will take. Taking notes 
and/or videotaping is the frequently done to 
record the session and guard against forgetting 
anything important. Your concluding report will 
include both the common behaviours you 
observed as well as any noteworthy anomalies.

What are the main advantages of 

observational research?

This type of  research affords you an unbiased 
view of  behaviour, rather than the often subjective 
opinions that arise when you ask participants 
directly. This unbiased view is especially important 
in marketing, because what people say they do and 
their actual behaviour are not always in line.

What challenges may arise when conducting 

an observational research exercise?

Observational research can be time 
consuming, especially if  it requires you to follow a 
single person at a time. Alleviating this challenge 
may lead to increased costs. This type of  research 
also requires an experienced researcher who can 
accurately interpret the verbal and non-verbal 
communication patterns of  the subject being 
observed. Like many qualitative research methods, 
it runs the risk of  the researcher’s biases creeping 
into the report, so it is very important to report as 
factually as possible, and to explicitly note when 
you are stating your opinions.

ANTILLES ECONOMICS RESEARCH METHODS	
 APRIL 2015

http://www.antilleseconomics.com
http://www.antilleseconomics.com


11 www.antilleseconomics.com

This section describes a few of the 
statistical approaches we have used 
to uncover insights.  This list is not 
exhaustive. After gaining a thorough 
understanding of the challenge facing 
our clients, we select the most 
appropriate method to address it. 

Conjoint Analysis

Game Theory
Forecasting
Multilevel Modelling 

Latent Variable Modelling
Monte Carlo Simulation

Data Mining
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Section 3: 
Using Analytics

Conjoint Analysis
Conjoint analysis is a method used to 

understand precisely how people make decisions 
and uncover the value they place on different 
features of  a product or service. Armed with this 
information, you can determine the optimal 
combination of  features, as well as predict the 
likely market reaction.

Businesses use conjoint analysis most 
frequently in product design when determining 
what trade-offs are most worthwhile. It can also be 
used when developing ads and other forms of  
brand messaging. For example, suppose you were 
designing a new style of  sofa. Sofas have a number 
of  features, such as overall style, fabric, colour and 
price. You may have 7 style options, 3 fabric 
options, 6 colour options and 4 potential price 
points. Using conjoint analysis, you could 
determine which of  each of  these options 
customers prefer the most, and ultimately 
determine an ideal combination.

Conjoint analysis can create an accurate 
estimate of  the value that customers place on 
various features. You can then design and develop 

products with the highest likelihood of  sales, 
which reduces the chance of  the product not being 
accepted by your customer base.

Conjoint analysis is complex and fairly risk to 
implement. If  any feature is inadequately defined, 
if  the feature combinations are not developed to 
be fairly compared, or if  the data is not properly 
analysed, the results will be misleading. 
Additionally, sometimes by presenting options you 
inadvertently force the customer to choose from 
features they would not have normally considered.

http://www.antilleseconomics.com
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Game Theory
The fundamental characteristic of  business is 

that decisions are made in the context of  complex 
interactions between other businesses, customers, 
suppliers and employees, to name a few. Game 
theory provides a means of  modelling these 
interactions and provides guidance to help you 
determine how you should respond, given some 
expectations of  how these various stakeholders 
behave.

Game theory is now a standard tool used by 
most strategy departments around the world. It 
has informed businesses involved in auctions, 
pricing, management of  supply chains, market 
entry, wage negotiations and interactions with 
regulators, to name a few.

Game theory provides a logical approach to 
thinking about strategy. It forces you to consider 
not only your strategy, but also the reactions of  
your competitors, consumers and other 
stakeholders. In this way, you can explicitly account 
for their reactions when developing your strategy.

The main challenge faced when utilising game 
theory is presenting all the information generated 
by the approach in a format that is useful for 
decision-making. For example, the market 
intelligence you may have on competitors alone 
would generate a large number of  potential 
outcomes for the game.
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Forecasting
Forecasting sometimes gets a bad rep, because 

all too often forecasters fail to predict an outcome 
with pinpoint accuracy. But forecasting is perhaps 
one of  the most useful planning exercises that a 
company can undertake. 

Forecasts are usually developed using 
regression analysis, which assumes that the 
outcome of  one variable (the dependent variable) 
hinges on the outcomes of  other variables (the 
independent variables). For example, real GDP 
growth may be dependent on the number of  
tourist arrivals, the value of  construction imports, 
commercial bank lending to corporations, etc. 
These relationships are estimated based on past 
outcomes of  both the dependent and independent 

variables. And it is this use of  historical 
relationships that introduces the element of  risk 
into your forecasts, because the future is not solely 
determined by the past. It is at this point that 
forecasting becomes more of  an art than a science, 
and having an experienced forecaster on your team  
becomes invaluable.

We encourage our clients to look at forecasts 
as scenarios, rather than pre-determined outcomes. 
When considered this way, they provide invaluable 
information on potential futures. And, by 
preparing for a number of  potential futures, you 
not only reduce your risk, you are also better 
placed to chart your ideal future.

http://www.antilleseconomics.com
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Multilevel Modelling
Multilevel modelling allows you to create 

different estimates for each cluster in your data. 
Clusters are groups that have common 
characteristics, such as geographical location. 

For example, suppose you wanted to 
understand the factors that influenced the 
customer’s decision to buy your brand of  diapers 
using traditional regression techniques. You could 
consider factors such as income level, whether 
there was a marketing campaign, employment 
status, product characteristics, and so on. You 
collected data on individual customers, including 
their preferred store. You also know the parish that 
the store is located and the country. 

The results obtained using traditional 
regression techniques would assume that all 

customers, regardless of  which store they 
frequented or where the store was located, would 
behave in the same way. 

But that assumption is unrealistic, which is 
reflected in the fact that store managers often 
differ prices, layout and so on based on the 
characteristics of  their customer base. This is 
because, generally, people exposed to the same 
store attendants, or within the same parish, are 
influenced by similar factors. While normal 
regression techniques can be used capture the 
differences between persons frequenting different 
stores and living in different parishes and 
countries, multilevel modelling allows you conduct 
this analysis in an easier, more efficient manner.

ANTILLES ECONOMICS RESEARCH METHODS	
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Latent Variable 
Modelling

In many instances, you may want to analyse 
something that is not directly observable or 
measured. For example, you may want to compare 
lifestyle across consumers. Lifestyle is not directly 
observable, but we can observe indicators of  
lifestyle, such as number of  overseas trips per year, 
number of  kids, number of  times dining out per 
month, etc. Each of  these indicators represents 
one dimension of  the latent variable ‘lifestyle’. 

Latent variable modelling consists of  the range 
of  techniques used to construct and analyse latent 
variables. We specialise in four types of  models: 
exploratory and confirmatory factor analysis, latent 
trait analysis, latent class and latent profile analysis 

and hybrid models. For more information on the 
specifics of  these models, please give us a call.

The main benefit of  latent variable modelling 
is the ability to analyse variables that cannot be 
directly quantified. Since much of  human 
behaviour falls into this category, it can be very 
useful in uncovering customer-related insights.
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Monte Carlo Simulations
Monte Carlo Simulation is used to understand 

how risk or uncertainty might impact on an 
outcome, such as the outcome of  a project, sales 
or an advertising campaign.

For example, if  you decide to invest in a new 
business, other techniques can provide an estimate 
of  the potential number of  persons that are likely 
to purchase your good or service. But actual sales 
may be above or below this estimate. Rather than 
providing a single estimate of  the number of  
potential clients, Monte Carlo simulations provide 
a range of  possible outcomes, given the 
uncertainty inherent in the decision. 

It is implemented by first assuming that some 
key characteristics vary randomly and estimating 
the impact of  these characteristics on company or 
project performance numerous times. By randomly 
changing the value of  the characteristics each time, 
you can obtain a picture of  the best and worse 
case scenarios and the potential risk attached to a 
project.

The output of  the Monte Carlo approach is 
only as good as the estimates you put in. If  the 
estimates of  the potential outcomes are poor, then 
the results might be misleading. Also, since the 
simulation is run numerous times, it can be time 
consuming and tedious if  attempted manually. 
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Data Mining 
Data mining is essentially the process of  

identifying interesting patterns in databases that 
enable you to better understand your customers or 
production characteristics. Data mining is used in 
many areas of  business, for example to identify the 
characteristics of  customers that might be at risk 
of  falling behind on their payments, or to 
decisions about where to construct a new 
warehouse or distribution centre to minimise 
shipping costs. Using point-of-sale data, data 
mining techniques could also identify purchasing 
patterns of  customers and how customers respond 
to different pricing initiatives.

Data mining techniques are applied to large 
databases, and can quickly identify patterns, 
regardless of  if  you thought to look for them. This 

is in contrast to most other techniques that require 
the researcher to formulate a hypothesis to be 
tested.

The main challenge faced when using data 
mining techniques tends to be inconsistencies or 
errors in the database. Cleaning or pre-processing 
this data will help eliminate this problem, but it is 
very tedious.
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