 Midterm Exam, Mark 6361, Wednesday, Fall 2008
Name: __________________________________

UH ID: __________________________________

Please write your UH ID# on the scantron as well and blacken the matching circles.  
Multiple Choice: Each question is worth 2 points. Choose the one alternative that best completes the statement or answers the question.

1.  Reading in the textbook about “guerillas vs. gorillas” you were actually seeing an argument for:
a) undifferentiated marketing 
b) flexible market offerings 
c) niche marketing 
d) targeting large segments 
e) targeting business buyers by NASIC segments 
2. Nick Grahmann, our speaker from Champion Technologies (slides were posted) made the point that
a) a preferred supplier is in the best position to influence a customer

b) repeat buyers are the only customers worth pursuing for a business-to-business company such as his

c) the cost of becoming a “trusted advisor” is so great that a company selling to many customers can only afford this role for a small proportion of them.

d) a “blue ocean” strategy allows a firm to avoid head-to-head competition
e) a technical company such as his needs to spend all it can on R&D before considering spending on marketing  

3. Marketers selling to organizations are likely to encounter inelastic demand, we said in class. Therefore:

a) Personal relationships will not be important 

b) Price cuts may not increase total sales

c) Salespeople may “adjust” their forecasting estimates

d) Compared to consumer marketing, buyers will be smaller and more widely dispersed geographically

e) Purchases by governments will not be factor in total sales 

4. __________ has been defined as a deeply held commitment to re-buy a preferred product or re-patronize a preferred service in the future despite situational influences and marketing efforts having the potential to cause switching behavior.

a) Delight

b) “Deep” satisfaction

c) Satisfaction

d) Loyalty

e) Value delivery

5. Frequency programs acknowledge that ________ of a company’s customers may well account for _____ of its business.

a) less than 5 percent; nearly all

b) 75 percent; a slight majority

c) most; most

d) 30 percent; 50 percent

e) 20 percent; 80 percent
6. Fidelity Investments puts through certain customers’ calls more quickly than others to improve the value of the company’s customer base. While on the phone, the longer- waiting customers hear messages encouraging them to complete their transaction via the company web site. This is an example of 

a) Enhancing the potential growth potential of each customer.

b) Making low-profit customers more profitable.

c) Increasing the longevity of the customer relationship 

d) Managing phone queues via illegal and discriminatory practices

e) Reducing the customer defection rate.
7. Which is true of a core competency, according to the textbook? 

a) It is the ability to copy the best practices of other companies

b) It is difficult for competitors to imitate

c) Being the fastest to the market guarantees competitive advantage, according to Porter’s Five Forces

d) A characteristic that is of no importance to customers can be a core competency if a company truly excels at it .
e) Benjamin Franklin first talked about it.

8. Segments that present the greatest profit opportunity to a firm should be selected as   __________

a) market positions

b) target markets 

c) reference markets
d) value segments
e) growth markets 

9.  Starbucks was discussed in class as a specific example of a marketer

a) tailoring offerings differently for different countries

b) adjusting prices based on the income level of a given country

c) offering an experience as the value sought by the buyer

d) successfully promoting the idea that they represent the past and tradition

e) targeting successful business leaders
I was asked by two students to give credit for a) as well, because the book discusses Starbucks in China.  Note, please, “discussed in class as….” and also note, please, that 47 students chose c) and only six chose a), so we will keep c) as the only correct answer.
10. Sarah Palin enhances the product offered to voters by the Republican party, we said in class, if 

a) she is a persuasive speaker, since marketing is basically applied persuasion

b) the party is specifically targeting women who want to vote for a woman

c) the party positions itself as a safe choice for voters

d) she can keep attention away from Democratic candidates

e) she can sponsor events that will attract voters

11. The two key themes of __________ are that: 1) many different marketing activities communicate and deliver value, and 2) when coordinated, marketing activities maximize their joint effects.

a) product management

b) responsive marketing

c) anticipative marketing

d) integrated marketing 

e) bad word-of-mouth communications

12. How can a company grow in sales?  We showed a matrix of possibilities and suggested as the first choice to target:

a) competitors’ customers
b) one’s own customers, with a product they do not now purchase

c) one’s own customers, to sell them more of the product they are now buying

d) a new set of customers, with a new product

e) a new set of customers with a service, not with tangible goods 
13. When we talked about stars, dogs, cash cows, and the like, we made the point that
a) it is useful for a company to relocate periodically

b) it makes sense to earn surplus cash with some products and invest that cash in other products

c) tax considerations should be included in marketing decisions

d) growth markets are the least profitable

e) companies with high market share relative to competitors have the most difficult time gaining profits  
14. Marketing strategy has three elements, we said in class:
a) concentration, development, and diversity
b) sales potential, sales budgets, and sales forecasts
c) markets to target, products to offer, and differential advantage over competitors

d) attaining, retaining, and growing customers
e) customer identification, customer relationship management, and customer experience management   
15.  Learning leads to generalization, according to the textbook.  The authors offer as an example:

a) Somebody who has shopped extensively for printers will see them all as similar, compared to someone who has seen only a few brands

b) Somebody who has a good experience with a computer will expect that the same company will make high quality printers
c) The experience of owning one printer and using it for a period of time will make someone a more astute shopper for his or her second printer

d) Someone who buys printers for a business instead of his or her own use will know more about how to compare features

e) Someone who looks for value in buying a printer will examine more features more carefully 

16. The textbook suggests improving the quality of marketing intelligence by
a) establishing a consumer advisory panel
b) asking competitors to share pricing plans, in exchange for sharing one’s own pricing plans with them
c) replacing the purchase of information such as scanner data with survey data
d) using a “trial and error” approach to marketing decisions
e) avoiding observational data and focus groups  
17. The textbook recommends increasing “structural ties” with buyers.  An example, for a distributor of office supplies, would be 

a) price reductions in specific, less popular product categories
b) increasing the number of warehouses from which supplies are shipped
c) creating a “low price, low frills” subsidiary with the same ownership but a different brand name
d) raising prices, to add prestige 
e) adding a procedure to replenish customer inventory as it decreases below a predetermined level
18.  The point of showing in class that a bank might target those newly divorced or a marketer of hunting equipment might target women was to emphasize the potential payoff from:

a) casting as wide a net as possible

b) selecting related segments to target – two or more with obvious similarities

c) focusing on one segment

d) directing marketing efforts to the largest possible segment

e) directing marketing efforts to the segment closest to the organization’s current customer base 

19. The tasks of hiring, training, and motivating able employees who work together and embrace a “think customer” perspective are all a part of __________ marketing.

a) integrated

b) extrapolated 

c) myopic

d) relationship 

e) internal 

20. Because two-thirds of the sales of new motorcycle policies at Dairyland Insurance Company are to current policyholders, it should use a __________ segmentation strategy.

a) education-based

b) benefit

c) demographic

d) behavioral 

e) psychographic
21.  Amy Raihill, our speaker from Shell, basically made the point that
a) Advertising can promote a “me too” product into substantially increasing its volume of sales

b) A superior brand can successfully charge a price higher than the price competitors charge

c) Association with an exciting activity like NASCAR racing raises total category demand

d) Lubricants and gasoline are logical products to cross-sell even if they do not have the same brand name

e) Buying a brand with a different name (Shell purchasing Pennzoil) doubles  brand equity
22. For years Spiral-Cut Hams have been on thousands of Easter dinner tables. Spiral-Cut is working hard to implement other segmentation strategies beyond the limited __________ strategy it used in the past.

a) user rate

b) lifestyle

c) family life-cycle

d) benefit

e) occasion 

23. The textbook characterizes a SWOT analysis as

a) a disposal technique for annoying flying insects

b) a method of selecting the most profitable products to offer

c) a method of selecting the most profitable market segments to target

d) a way of monitoring the external and internal environments of an organization

e) a way of monitoring the activities of competitors
24. The step in the marketing research process that includes determining who will be sampled is to __________.

a) define the problem and research objectives

b) develop the research plan 

c) collect the information

d) make a decision based on the project outcomes

e) present the findings

25. Based on environmental considerations, the textbook authors believe that marketers should be concerned with 

a) promoting branded products over ‘store brand’ substitutes 

b) helping shoppers to justify visits to stores rather than purchasing                       from Websites 

c) increasing the number of disposable items in the product mix

d) increasing prices to reduce unnecessary consumption

e) learning how buyers use and dispose of products 

26. Which of the following is a type of causal research project that would be used by a company that publishes custom memory books that are used as fundraisers for churches, colleges, and civic groups? 

a) a study to determine the types of fundraising most commonly used by church groups 

b) a survey of previous customers to see if they are interested in a new edition

c) a study to see if more people buy the custom memory book if the cover has a picture relating to the group selling it rather than just a generic cover 

d) a study to determine the price range for an average-sized cookbook 

e) an industrial study of what similar publishing companies are doing to better serve their customers

27. Taco Bell estimates that a loyal customer might be worth $11,000 to the company. This number stems from something called __________.

a)  (NPV)*(ROI)

b) customer lifetime value 

c) the competitive present value of loyalty model (CPVLM)

d) repeat purchase analysis

e) brand equity

28. A brand extension may be a genuinely bad idea, according to the textbook  authors.  They say 
a)   It will cost more than launching a new brand
b)   Retailers or distributors may reject the extension because they lack shelf or 

display space  
c) Potential buyers may resent the ability of the company to fund category extension instead of supporting the current brands
d)  The extension requires a new brand name, and therefore expensive promotions.
e)   An extension requires use of the corporate name across a range of products, for example General Electric of Heinz 
29. Which of the following is a way of differentiating a marketing offering via personnel?

a) training 

b) ordering ease

c) coverage

d) events

e) conformance
30. Needs pre-exist marketing efforts, according to the textbook.  The statement is
a) an attempt to rebut a common complaint about marketing
b) a defense of the “selling concept” 
c) a basis for equating needs and wants .

d) an explanation of why the term “market” has more than one meaning

e) a culture-specific idea 
Please turn to the next page to answer the 40-point “memo” question.  Then on the page after THAT (p. 9) you can receive 3 points of extra credit by filling out the one-page research questionnaire.
I will grade only one memo, and only what you write, legibly, on the front of this page.   But please feel free to draft a “practice” version on the back of any page of this exam and then copy it onto this page after a careful rereading and editing.

Please write a memo to Paul Tree, chief marketing officer of Fictional Flooring Inc., a manufacturer of wood flooring materials that targets the builders of new homes, explaining briefly the concept of derived demand and suggesting how understanding that concept could be useful in getting the best use out of FFI’s marketing budget.
Practically everybody chose this question.  I expected that it would be no problem to explain derived demand, and it should not have been.  It’s in the book; it’s on a Chapter 6 slide, and the class period after we discussed Chapter 6, I mentioned derived demand again as exemplified by a Wall Street Journal article.  My theme was:  hey, this is how the WSJ can be useful --  Look how it is illustrating the idea we talked about last week.

And lots of you were well able to explain:  If you are a business selling to businesses, your level of sales depends on their level of sales.  Note:  that’s better terminology than “demand”: you don’t want to define a term by re-using it, and doing so throughout your answer cost you two points.  Using another term showed your awareness that demand is a quantity.  
If you said something like the sentence above, and then offered any sensible use of a marketing budget that flowed from your explanation, you got 40 points.  Promote new homes was an obvious use.  Choose a different segment to target, because new homes aren’t selling these days was fine too.  
But many of you didn’t show knowledge of what derived demand is, and you got 20 because you said SOMETHING.

For those whose grade was more than 20 but less than 40 ----

· I take 2 points off for each error.  Spelling errors or errors in English usage are the most common reasons.  I do expect to see complete sentences unless you are using bullet points, which practically nobody did.

· I took off 10 if you offered nothing about how to use FFI’s marketing budget.

· I took off 10 if your proposed use seemed to have nothing to do with derived demand.  For example, a number of papers proposed promoting the great qualities of wood flooring.  

· I also took off 10 if you didn’t explain derived demand but seemed, in your suggestion for FFI’s marketing budget, to understand what it is.

Or

Please write a memo to Sally Ho, vice president for acquisitions at ABC Inc., who recommends acquisitions and is analyzing the desirability of acquiring Fictional Flooring Inc.  Briefly explain Michael Porter’s “five forces,” then use them to suggest from a marketing perspective the plus and minus factors of such an acquisition.  
The five students who chose to answer this question listed the five forces and used them to apply to this specific example, so earned 40 points.  All I really expected of  you was to think of a few that would apply to FFI and make one or more of them either a plus or minus for acquisition.  If you had answered this question after reading the question above, you might have talked about the power of buyers, either as a plus (many of them, so they have low power) or as a minus (because FFI sells to home builders rather than consumers directly, their customers have MORE power than might be true for other flooring manufacturers who target consumers directly.)
One tip that might apply to the final exam:  IF anybody had disregarded the instruction to write only on the front of the page, that person would have lost 5 points.  Marketers work with scarce resources, and in this situation, your scarce resource was space.  Turning over the page to continue wasn’t an issue for anyone in this class, but was for a few in the Monday class, and it seems only fair to warn you.
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