
The past year was a remarkable one in the

history of Harris Interactive. We started

the year as a private company and ended

it as a public company traded on Nasdaq

(HPOL). Revenues for the year were $51.3

million—a 77 percent leap over the prior

year. In 1999, out of the 25 largest market

research firms in the United States, the

fastest growing was Harris Interactive.

We are proud of the numbers we’ve

achieved. Our past year could serve as a

benchmark study on how to re-engineer a

40-year-old company virtually overnight

to become a first mover in the New

Economy. Our corporate vision is becoming

real: to be the global leader in Internet-

based market research. We’ve rapidly and

effectively grown our Internet-based

revenues from $2.9 million in FY 1999 to

$21.0 million in FY 2000—a remarkable

increase of 624 percent for the year. This

increase in Internet-based revenues

supports a very healthy increase in our

gross margins, from 34 percent in FY 1999

to 44 percent in FY 2000.

We’re a first mover, not only into this

market, but also in the resources—both

technological and human—that make this

transformation possible.

Two years ago, the technology for

sophisticated market research on the Internet

didn’t exist; so we developed the first web-

assisted interviewing system. We’ve

improved this system to the point where

we can now conduct 144,000 sophisticated

interviews per hour. We’ve built an Internet-

based research capacity that rivals the

throughput of all the telephone-based

interviewing systems in the United States

combined. And we’ve structured our systems

so that we have no technological upper

limit on our capacity for growth—we will

be able to scale up rapidly to handle any

future volume of Internet-based

interviewing, no matter how fast we grow.

Yet our greatest resource, and one of our

most s ignif icant competit ive

advantages, continues to be

human: the rapidly-expanding

body of research respondents—

worldwide—who have signed

up for our studies. We have

developed what is, by far, the

largest Internet-based research
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1966
The Harris Poll begins asking questions
on “confidence in institutions” and
the “alienation index,” which provide
two of the most important indicators
of the mood of the American people.

1975
Gordon S. Black launches Gordon S. Black
Corporation (GSBC) in Rochester, NY,
providing high quality business-to-business
and consumer research through a full range
of qualitative and quantitative custom
research services.
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panel in the world—more than 6.5 million

people who have agreed to participate in

our surveys, with more than 400,000 of

them outside the United States.

In particular, we’ve developed special

panels—unique to our industry—of hard-

to-reach respondents for advanced and

specialized research. A few are:

• Clinical Trials—We’re helping people

get well by testing ways to treat them.

We’ve identified approximately 600,000

households with 46 different chronic

illnesses. This panel allows us to survey

over three million unique medical

conditions and recruit for participation

in clinical trials of new pharmaceutical

products. We believe that using this

very special panel of respondents will

accelerate the speed and reduce the

cost of recruiting people to participate

in clinical trials, pharmaceutical research

and general studies on health care.

• Product Advertising and Concept

Testing—This panel consists of over

70,000 members who will offer their

opinions on proposed consumer products

and the advertising concepts for new

products. This panel plays an extremely

important role in reviewing and testing

thousands of new products and

advertising concepts.

• Small Office/Home Office (SOHO) and

IT/Office Equipment Decision-

Makers—This panel consists of nearly

400,000 members who have a small

office or home office, or who play a

decision-making role in acquiring or

recommending office equipment,

telecommunications or information

technology related products and/or

services for their organization.

In the past year, we’ve also dramatically

grown our business in off-the-shelf research

programs that can be sold to an unlimited

number of clients. These programs have

some of the highest profit margins in the

industry. We started FY 2000 without a

single multi-client research project for sale,

and in only 12 months we’ve generated

revenues of $5.2 million from our new

products. We know of no other research

firm in the history of the industry that can

boast such a large achievement in such a

2 1979
LHA conducts its first foundation
research, a nationwide survey of
members of health maintenance
organizations (HMOs) for the Kaiser
Family Foundation.

1982
The Business Week/
Harris Poll begins and
continues to this day.

1985
GSBC wins “Gold Touchstone Award” from
the American Hospital Association for
its customer satisfaction measurement
program, still in use today.

Our differentiating advantage is the
solid trinity of our knowledge and
experience, our technological capability
and our rapidly expanding panel.
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short period of time. Top-line results

for two of these products, the Harris-

Fombrun Reputation QuotientSM (RQ) and

e.commercePulseSM, have been published

regularly in the Wall Street Journal.

Yet our explosive emergence into the

Internet-based research market hasn't

occurred without growing pains. We made

substantial investments in resources to

handle new business and to capitalize on

opportunities—some of which didn't

perform as expected, resulting in revenue

shortfalls. The costs to recruit and train

our growing employee base, including our

40-person sales staff, as well as rounding

out our senior management team, were

higher than anticipated. These people are

now in place and are already producing

results. Major expenses were also incurred

to advance our technology infrastructure

and continue to build our panel. We also

seized two unanticipated investment

opportunities to expand our panel both

in the United States and globally.

Not so long ago, all of these factors would

have been considered the identifying marks

of a promising Internet company: to expand

revenue and market share rapidly while

taking a temporary hit to the bottom line.

We still believe in the value of top-line

growth. Though the costs of market

expansion may have dampened our stock

price, we believe our growing profit margins

speak for themselves. As we move forward,

we expect these margins to continue

increasing, resulting in enhanced

shareholder value.

We plan to solidify our first-mover status

by growing our Internet-based business to

more than 70 percent of our total revenues

in the next 18 months.

Our panel membership is expected to grow

through our agreement to host surveys for

the Commission on Presidential Debates

(www.debates.com) in October, 2000. This

will enable us to invite all debate television

viewers (historically, 60 to 90 million

people) to register to participate in other

Harris Poll Online surveys.

We are especially excited about the

development of our proprietary system to

conduct almost instant polling wherever

groups of people congregate. By using
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1992
Beginning of the LHA
international network, which
now includes Harris
Interactive’s affiliates in all
regions of the world.

1995
GSBC receives the New York
State Excelsior Award for
Quality in The Workplace.

1996
GSBC and LHA merge
to become Harris Black
International (HBI).

1997
First Internet-based surveys
are conducted online.
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wireless PDAs and the Internet, data can

now be collected, processed and displayed

almost instantly during live events. This

methodology is especially useful at trade

shows, political rallies, sporting events,

concerts, festivals or plays to determine

immediately what consumers think

and how they feel.

Harris Interactive is a lot more than just

another new Internet company. We have

a solid, mature management team. Building

on our long tradition of success and quality,

we have achieved and will maintain the

proper balance of commitment that will

provide value to our clients, shareholders

and employees. We will continue to provide

global research products and services that

meet or exceed client requirements. We will

continue to grow our client-focused culture

that excites and motivates our people. We

will sustain our leadership in Internet-

based research and technology. We will

provide superior value to our shareholders.

In closing, I must thank our shareholders

for their trust, support, encouragement

and patience. We believe the best way to

reward you for your investment is to

continue to generate the rapid growth that

will bring both profits and a rising stock

price in the years to come.

4 1999
Company name is changed to
Harris Interactive, uniting our entire
organization under one brand, with
Gordon S. Black continuing as
Chairman and CEO.

1999
Harris Interactive becomes
a publicly-held company
December 6.

1999
Harris Interactive Data
Collection Services’
Market Research Group
achieves ISO 9002
certification.

2000
Harris Interactive online
panel grows to more than
6.5 million cooperative
respondents.
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Warm regards,

Gordon S. Black

Gordon S. Black

David H. Clemm Leonard R. Bayer

Bruce A. Newman
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Harris Interactive

(Nasdaq: HPOL), the

global leader in online market

research, uses Internet-based

and traditional methodologies to

provide its clients with information

about the views, experiences, behaviors

and attitudes of people worldwide. Known

for its Harris Poll, Harris Interactive has over

40 years of experience in providing its clients

with market research and polling services

including custom, multi-client and service bureau

research, as well as customer relationship

management services. Through its U.S. and Global

Network offices, Harris Interactive conducts research

in more than 80 different countries, in over 30

different languages. Harris Interactive uses its

proprietary technology to survey its database of more

than 6.5 million cooperative respondents.A B O U T
H A R R I S

I N
T E
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