
Um b ria Communications in Boulder, C o l o. , c a p t u res and
analyzes unsolicited opinions culled from the musings of
nine million bl og g e rs per day using language pro c e s s i n g

t e c h n o l og y.
I nvo ke Solutions in We l l e s l ey, M a s s . , p rovides a softwa re platform

that gives online focus groups a whole new meaning, a c c o m m o d a t-
ing up to 175 participants and 30-40 observe rs with high perfor-
mance and real-time analytics.

M a r ketRx in Bri d g ewa t e r, N. J. , applies sophisticated analytics to
p h a rmaceutical company data, combines it with pri m a ry re s e a rc h
data using its physician panel, and delive rs sales optimization pro-
jections to 16 of the top 20 U. S. p h a rmaceutical manu fa c t u re rs .

W h a t ’s the common thread between these companies? T h ey are
p rivate market re s e a rch organizations that have all obtained ve n t u re
funding since 2001. And they ’re not the only ones.

Key component
M a r ket re s e a rch has never seen the level of ve n t u re invo l ve m e n t
that high-tech, c o m munications or bio-tech have enjoye d .
H oweve r, ve n t u re capital has been a key component in the grow t h
of many companies that have pioneered new re s e a rch methods.

In the dot-com era of the mid-to-late 1990s, ve n t u re capital
i nvestment swelled to re c o rd highs, peaking at over $100 billion

i nvested in 2000, and dropping off
s h a rply around 2001 when the
high-tech investment bu b bl e
bu rs t . By 2003 less than $20 bil-
lion annually was inve s t e d . D u ri n g
the heady investment period of
1 9 9 5 - 2 0 0 1 , s everal marke t
re s e a rch companies obtained ve n-
t u re funding, p a rticularly those

positioned to lead the industry towa rd online data collection.
A partial list of companies funded from 1995 to 2001 reads like a

W h o ’s Who in online re s e a rch brand awa re n e s s : G reenfield Online,
M a r ke t Tools (Zoomerang), H a rr is Interactive, E - Po l l , I n s i g h t
E x p re s s . M a ny of those former start-ups are now brand-tru s t e d
incumbents in a fairly mature online survey bu s i n e s s .

As higher-bandwidth consumer Web usage has become more
m a i n s t re a m , n ew possibilities for more directly connecting compa-
nies and consumers emerge, c reating entre p re n e u rial opport u n i t i e s
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and corresponding ve n t u re intere s t .
And indeed, though ve n t u re inve s t-
ment levels in general, and in mar-
ket re s e a rch specifically, a re mu c h
l ower today than in 2000, s o m e
i n n ova t ive companies offering mar-
ket re s e a rch products and serv i c e s
a re still attracting investor atten-
t i o n .

Standing start
What do VCs look for? “ Ve n t u re
capital looks for companies that
can go from a standing start to a
highly valued company in five
ye a rs ,” s ays Steve Bow s h e r, g e n e r a l
p a rtner with InterWest Pa rt n e rs in
Menlo Pa r k , C a l i f. , an investor in
M a r ke t Tools (ow n e rs of the
Zoomerang brand) and in RHK.
“A lot of sectors need to bu i l d
companies over a longer time, a n d
though they can build va l u a bl e
c o m p a n i e s , it may not be in a ve n-
t u re - l i ke time frame.”

Anthea Stratigos, co-founder and
CEO of Outsell, I n c. , an advisory
f i rm tracking the inform a t i o n
i n d u s t ry, a gre e s . “VCs are looking
for the next Goog l e,Yahoo or
A p p l e.T h ey ’re looking for the next
big thing.T h ey want companies
that can scale up quickly, w h i c h
m ay not be a realistic goal for most
m a r ket re s e a rch companies.T h o s e
that are fundamentally re e n gi n e e r-
ing the way market re s e a rch is
done may have those rare instances
of scale.”

A successful exit strategy is a key
c ri t e rion for ve n t u re inve s t m e n t .
Some of the bu b ble-era inve s t-
ments have already exited we l l .
H a rris Interactive went public in
December 1999.We b S i d e S t o ry had
an initial public offer ing in
Fe b ru a ry 2004. G reenfield we n t
p u blic in July 2004. M a r ke t To o l s
remains private with strong grow t h
(see sidebar).

W hy would a VC invest in mar-
ket re s e a rch now? Steve Bow s h e r
of InterWest Pa rt n e rs explains,
“Though market re s e a rch is a fa i r l y
m a t u re industry, growing at close

to gross domestic product rates, t h e
segment of Internet re s e a rch is
i n c reasingly grabbing a larger por-
tion of the marke t , and can achieve
near ve n t u re-rate re t u rn s .”

T h e re are other reasons for ve n-
t u re capitalists to add re s e a rch firm s
to their port f o l i o s . Hugh T i e t j e n , a
p a rtner in Rutherford Gro u p,
founded Computer Intelligence
( n ow Harte-Hanks Marke t
Intelligence) in 1969, and today sits
on the boards of three marke t
re s e a rch companies: R H K ,
P ri m e t rica and Current A n a l y s i s .
He believes inve s t o rs build re l a-
tionships with market re s e a rch not
only for big exits, but also “to give
them a window on the industry.”
Tietjen says VCs invest in specialty
m a r ket re s e a rch “to have access to
t o p - l evel analysts, which helps
t h e m , when making another equity
i nve s t m e n t , to get the backgro u n d
i n f o rmation they need. It also helps
them look good to entre p re n e u rs ,
perhaps justifying higher pri c e s ,
because of the expertise they
b ri n g .”

Tietjen says that most of the V C s
on the board of RHK we re
i nve s t o rs in other telecom start u p s .
When Gartner Group was start e d ,
Bessemer Ve n t u re Pa rt n e rs was the
only VC firm invo l ve d , and since
t h ey we re actively making IT
i nve s t m e n t s , a relationship with
G a rtner made sense.

T h ree types
When VCs are looking at marke t
re s e a rch companies to invest in,
t h ey look for three types of oppor-
t u n i t i e s , a c c o rding to Outsell, I n c.’s
Anthea Stratigos:

1 .Ve rt i c a l s : companies doing in-
depth re s e a rch into new, e m e r gi n g
or growing ve rtical marke t s , such as
p h a rm a c e u t i c a l s , t e l e c o m mu n i c a-
t i o n s , o p t i c s .

2 . M e t h o d s : companies deve l o p-
ing new tools or methods of data
c o l l e c t i o n , such as online survey s
and newer paradigms.

3 . Customer experience manage-

m e n t : companies enabling marke t
re s e a rc h e rs to obtain data and per-
f o rm analytics on their own cus-
tomer interactions, especially ove r
the We b.

Recent investments bear out this
t h re e - p ronged theory.

• Ve rtical marke t s
M a r ketRx and RHK are exam-

ples of market re s e a rch companies
that have hitched their wagons to
specific industries of present inter-
est to the investment commu n i t y.

M a r k e t R x
A c c o rding to President and CEO
Ja swinder (Jassi) Chadha, p h a rm a-
ceutical companies spend nearly
$30 billion per year on marke t i n g .
“ We help our customers improve
their re t u rns on that inve s t m e n t .”
What distinguishes marketRx fro m
other companies providing pharm a
re s e a rc h , Chadha say s , is a suite of
p ro p ri e t a ry tools that can mine
mountains of data already capture d
by pharmaceutical companies.“ I t ’s
a data-rich industry. I can’t think of
a ny other industry that tracks more
i n f o rm a t i o n .You can look at that
h i s t o ry and do a good job of pre-
dicting what the future will be.”

M a r ketRx boasts Pfizer, M e rc k ,
B ri s t o l - M ye rs Squibb, Johnson &
Jo h n s o n , A s t r a Z e n e c a , N ova rtis and
m a ny others on its client list. It has
raised $14 million in ve n t u re fund-
ing so fa r, yet its current assets are
greater than the amount raised.
“ T h a t ’s ve ry attractive to any
i nve s t o r,” s ays Chadha.“ We ’re
l eve r a ging the capital and not
spending it.”

R H K
R H K , which tracks the optical
t e l e c o m munications equipment
i n d u s t ry, raised $6.3 million fro m
t h ree ve n t u re inve s t o rs and a pri-
vate fund in June 2000, when the
optical industry was still grow i n g
r a p i d l y. Its clients include Siemens,
A l c a t e l , M a rc o n i , L u c e n t , C i e n a ,
C i s c o,N o rt e l , F u j i t s u , N E C,
H i t a c h i , A gi l e n t , Mitsubishi and
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m a ny others .
CEO John Soden is himself a

ve n t u re capitalist by backgro u n d .
Soden believes that technologi e s
that shape future re s e a rch are n ’t the
vehicle in market re s e a rch to start a
bu s i n e s s . “The pri m a ry issue is,
who are the clients, what is the
i n f o rmation they need, and how do
you get close to them? It’s more
l i kely that a sustainable customer
a d vantage can be gained by firs t
focusing on a specific customer
decision-making issue or pro c e s s
than on the delive ry method.”

• M e t h o d o l og y
The founders and inve s t o rs

i nvo l ved with Umbri a
C o m munications and Invo ke
Solutions would pro b a bly disagre e
with Soden. Both companies are
d eveloping Internet-based technol-
ogy platforms that could radically
re i nvent the way market re s e a rch is
d o n e. Both see extensions of their
p l a t f o rms beyond traditional mar-
ket re s e a rch and into other corp o-
rate functions. Both are grow i n g
r a p i d l y, and both have raised ro u n d s
of ve n t u re funding as recently as
the first quarter of 2005.

U m b ria Commu n i c a t i o n s
H owa rd Kaushansky, founder and
CEO of Umbria Commu n i c a t i o n s ,
b e l i eves that a bl og-based marke t
re s e a rch company was the
i n ev i t a ble convergence of two re a l-
i t i e s .The first is that traditional
m a r ket re s e a rch relies on answe rs
to questions, which cannot escape
b i a s , and which are point-in-time
b o u n d .The second is that the
explosion of Web log (or bl og )
usage has created a vast unive rse of
u n b i a s e d , spontaneous consumer
o p i n i o n s , waiting to be pro f i t a bl y
h a rve s t e d . “Companies compete
t o d ay less on product differe n t i a-
tion and more on brand and
i m a g e,” s ays Kaushansky.
“Competing on brand means yo u r
momentum within public opinion
becomes cri t i c a l .”

U m b ri a ’s platform mines ove r

nine million Web logs each day,
s e a rching for re f e rences and com-
ments on their clients’ p ro d u c t s .
Using sophisticated linguistics
a l g o ri t h m s , it can derive gender,
location and other demogr a p h i c
specifics about the bl og g e rs , a n d
p rovide clients with we e k l y
updates on attitude shifts re g a rd i n g
their pro d u c t s . In the fourth quar-
ter of 2004, U m b ria saw 400 per-
cent sales grow t h .

“When you marry notions of
‘what are people talking about’
with ‘who is doing the speaking,’
you end up with ve ry stru c t u re d ,
ve ry traditional-looking marke t
re s e a rc h ,” s ays Kaushansky.“ You get
focus gro u p - l evel inform a t i o n ,
we e k l y, without bias, f rom thou-
sands of consumers rather than
s even or eight.”

Tom Wa s h i n g , m a n a ging part n e r
at Sequel Ve n t u re Pa rt n e rs , is an
i nvestor in Umbri a . (Sequel also
i nvested in Harris Interactive. )
Washing say s , “ C u s t o m e rs are ecsta-
tic about the information they ’re
g e t t i n g . I t ’s more organic.T h ey can
be more of the ‘fly on the wa l l ’ t h a t
t h ey really want to be.”

I n voke Solutions
I nvo ke Solutions has raised ove r
$20 million over a series of seve r a l
rounds since its inception in 1999.
It grew in reve nue by 70 percent in
2004 and projects over 100 perc e n t
growth for 2005, with customers
such as Nestle, Pe p s i , M a rr iott and
U n i l eve r. But it didn’t set out in
the beginning to be a marke t
re s e a rch company at all.

The founders we re trying to
s o l ve the pro blem of pro h i b i t ive l y
s l u g gish performance in online
l e a rning systems once more than a
f ew participants we re signed in.
T h ey developed a platform where
t o d ay up to 175 users can part i c i-
pate in a session, v i ewed by 30-40
o b s e rve rs who can re d i rect the dia-
l ogue if desire d . Suddenly the
application to market re s e a rch and
online focus groups was obv i o u s .

An Invo ke session combines
some of the strengths of online
focus groups and online survey s
with high speed and perform a n c e,
re g a rdless of users ’ p rocessor speed.
E xe c u t ives can observe the sessions
as they take place, ask questions on
the fly, and see the results instantly,
polling the audience for agre e m e n t
with indiv i d u a l s ’ s t a t e m e n t s .

“ We can submit indiv i d u a l
responses anonymously back out to
the pool and say, ‘Thumbs up,
thumbs dow n , do you agree with
t h i s ? ’ ” s ays Corey To rre n c e,
I nvo ke ’s CEO.“Our objective is to
h ave Invo ke become a verb for
Global 2000 companies.We ’ve had
clients say to us: ‘ T h e re are cert a i n
major decisions we don’t like to
m a ke without Invoking the issue
f i rs t .’ ”

To rrence sees an opportunity to
use the Invo ke platform for other
functions besides product or con-
cept testing. Clients now use
I nvo ke internally for employe e
feedback studies. I nvo ke marke t s
this service as its “ H u m a n
R e s o u rce Management” o f f e ri n g ,
which has seen a growing demand.
“ I ’d like to say we dreamed up this
n ew offeri n g , but I can’t ,” s ay s
To rre n c e.“A client actually
a p p roached us and said, ‘ T h i s
would be really helpful with some
of our employee issues.We feel we
c a n ’t get a finger on the pulse of
key issues disrupting our wo r k-
f o rc e.’ ” C o m p a ny exe c u t ive s
b e l i eve d , based on an earlier focus
group and an internal survey, t h a t
compensation was the root of the
morale pro bl e m , but found after
I nvoking the question that com-
pensation wa s n ’t even on the Top 5
list of employee concern s .

• Customer experience manage-
m e n t

As technology has enabled com-
panies to become more re s p o n s ive
to individual consumers , a new
hy b rid technology has emerged:
customer experience management,
which straddles the divide betwe e n



To purchase paper reprints of this article, contact Rhonda Brown of FosteReprints at 866-879-9144 x194 or rbrown@fostereprints.com.

customer relationship management
and market re s e a rc h .These plat-
f o rms use va rious means to harve s t
user feedback throughout the
online experi e n c e.

While such companies use a
va riety of terms to describe them-
s e l ves - and generally “ m a r ke t
re s e a rc h ” i s n ’t one of them - these
means of delive ring and utilizing
customer experience data have
s e c u red funding from nu m e ro u s
i nve s t o rs for several start - u p s .
Te l e s p e c t rum Worldwide (IPO
1 9 9 6 ) , CusomerLinx (first funded
1 9 9 8 , still priva t e ) ,V ividence (firs t
funded 1999, a c q u i red 2004 by
Keynote Systems), and Satmetri x
Systems (first funded 1999, s t i l l
p rivate) are all examples of such
c o m p a n i e s .

The future ?
What do VCs see as the future of
m a r ket re s e a rch investment oppor-

tunities? David Brow n , m a n a gi n g
p a rtner of Oak Hill Ve n t u re
Pa rt n e rs in Menlo Pa r k , C a l i f. ,
s ay s , “ A rmed with the ability to
use IT, m a r ket re s e a rch is going
g l o b a l .Ve n t u re capital’s future
i nvo l vement will pro b a bly incre a s-
ingly take the form of growth pri-
vate equity or later-stage ve n t u re
i nve s t m e n t , with a lot of consoli-
dation of smaller companies taking
p l a c e.”

M i ke Kru p k a , a managing dire c-
tor at Bain Capital in Boston and
i nvestor in Invo ke Solutions, is less
c o n c e rned with industry than
o p p o rtunity when assessing poten-
tial inve s t m e n t s . “If we found a
highly differentiated technolog y
that we thought could be big,
focusing only on the marke t
re s e a rch industry, t h a t ’s fine. I t
could just as easily be selling to the
milk industry, or to real estate.We
d o n ’t think any industry is bad; we

just look at the opport u n i t y.”

Good reason to inve s t
Natural ties connect the ve n t u re
and re s e a rch commu n i t i e s .W h e t h e r
for strategic alliances with top-leve l
a n a l y s t s , or for purely financial
w i n s ,VCs have good reason to
i nvest in re s e a rc h . M a ny ve n t u re
capitalists perc e ive themselves as
m a r ket re s e a rc h e rs , rev i ewing hun-
d reds of start-ups per ye a r, and per-
f o rming deeply-drilled due dili-
gence re s e a rch on industr ies of
i n t e re s t .
While it is unclear whether ve n t u re
i nvestment in market re s e a rch will
ever again r ise to the levels enjoye d
p rior to 2001, ve n t u re capital will
c o n t i nue to have a presence in the
re s e a rch industry, using its capital
and its strategic insights to influ-
ence where and how re s e a rch is
p e r f o rm e d . |Q

First founded in 1997 with near-
ly half a million in individual or

“angel” inv e st m e n t , M a rke t To o l s
o b t a ined its fi rst in st i t ut io n a l
round of venture funding in
N ov e m b er 1998, ra i s ing $4 mil lio n
f rom ComVentures and Capst o n e
Ve n t u r e s . In December 1999,
M a rke t Tools ra i sed $25 mil lio n
more from a syndicate of six V C
fi rm s , with Dominion Ve n t u r e s
l e a ding the ro u n d . I n t er We st
Ve n t u r e s , M o nitor Cli p p er
Pa rt n ers , and Oak Hill Ve n t u r e
Pa rt n ers were other new entra n t s .
In March of 2001, se v eral addi-
t ional new inv e st o rs joined fo rc e s
to ra i se another $20 mil lio n ,
n o t a bly in c l u ding two of their
c lients as corp o rate venture
inv e st o rs , G e n eral Mills and
P ro ct er & Gambl e .
With nearly $50 mil lion ra i se d ,

h ow is Marke t Tools doing today?
A c c o r ding to Beth Rounds, se nio r
vice president for business de v el-
o p m e n t , M a rke t Tools has enjoye d
75 percent ye a r- b y - year grow t h
s ince 2002. M o st of its business is

c u stom rese a rch services per-
fo rmed under the Marke t To o l s
s hingle for corp o rate and manu-
f a ct u ring clients in the consumer
packaged goods in d u st ry.
Z o o m era ng , its online sel f - servi c e
s u rvey admini st ra t ion platfo rm ,
accounts for approxim a t ely 15 per-
cent of its annual revenue. “ O n e
a d vantage we’ve had,” s a y s
R o u n d s , “is that we’re st ill a rel a-
t iv ely yo u ng company, b o rn out of
the Intern e t .Tra di t ional marke t
r e se a rch fi rms have legacy syst e m s
they have to battle - tremendous
inv e stments in in f ra st ru cture and
t e c h n o l o gy. M a rke t Tools wasn’t
e n c u m b ered in that way, and it’s
r e m a ined much more nim bl e .”
Rounds believes that

M a rke t To o l s ’ c o m p e t i t ive edge li e s
in its abilities to make de e p
in roads into their cli e n t s ’ o r ga ni z a-
t io n s .“ M a n u f a ct u r ers are looking
for consumer in s ight systems that
are multi-faceted.They want to be
a ble to mine the in fo rm a t ion and
m a ke it easily usabl e, in almost
r e a l - t im e, with the ability to im m e-

di a t ely im p o rt it into Pow er Poin t
for management prese n t a t io n s .Th e
q u e st ion has been, h ow do you use
t e c h n o l o gy to enable that? If
you’ve got the panel , the people
and the technology to do every-
t hing from ex p l o ra t o ry to heavy-
d uty confi rm a t o ry work , and yo u
embed your systems into the orga-
ni z a t ions at large compani e s ,
you’ve got a compel ling offering .”
M a rke t Tools is st ill private and

has not yet made the big exit that
VCs se e k . B ut Steve Bow s h er, g e n-
eral part n er with Inter We st
Pa rt n ers in Menlo Pa rk , C a li f. , a n d
an inv e stor in Marke t To o l s , s a y s ,
“ We fully ex p e ct Marke t Tools to
be a win . M a rke t Tools has con-
t inued to achieve sig ni ficant lev-
els of grow t h .” And even if onlin e
s u rveys are no long er the hot
new thing , B ow s h er says, “ We ’ l l
st ill remain competitiv e . Pe o p l e
are st ill using them and in c r e a s-
ing their use of them.
M a rke t Tools is wel l - p o s i t io n e d
b e c a u se it got its lead when they
w ere the new thing .”

MarketTools: a case study


