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MAY 2013  

PAPER 1 

Question 1  

Candidates are to define intermediaries – firms that help a business promote, sell, and distribute its goods 
and services to final buyers. (3 marks) 

A diagram illustrating the intermediaries. (1 mark) 

The candidate is to outline the various intermediaries in the distribution chain, mainly wholesalers (1 
mark) and retailers (1 mark).   

The role of wholesales:   

(a) To buy and sell merchandise from producers (1 mark) 
(b) Storage of goods (1 mark) 
(c) Distribution (1 mark) 
(d) Financing (1 mark) 
(e) Risk taking (1 mark) 
(f) Help producers adjust production according to demand in the market (1 mark) 

The role of retailers is:  

(a) To buy and sell merchandise (1 mark)  
(b) Storage of goods (1 mark) 
(c) Credit facilities to customers (1 mark)   
(d) Personal services to customers (1 mark) 
(e) Risk bearing (1 mark) 

 

Candidates are to be awarded marks if they mention and briefly explain physical distribution firms (1 
mark), marketing services agencies (1 mark), and financial intermediaries (1 mark).  

 

Question 2  

Part a  

Primary research – research carried out to answer specific objectives (1 mark)  

Secondary research – information already available, previously researched for other purposes and 
publicly available (2 marks)  

Main methods of collecting primary research:  

Mail surveys  
Telephone surveys  
One-to-one interviews 
Observation  
Focus group  
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Other research methods are to be accepted. Candidates must mention at least five methods. (5 marks)  

Part b  

Outline and explain the marketing research process:  

(a) Defining the problem and research objectives 
(b) Developing the research plan  
(c) Determining information needs 
(d) Gathering secondary information  
(e) Planning primary data collection – qualitative or quantitative  
(f) Determine the sample  
(g) Presenting the research plan  
(h) Implementing the research plan – collecting and analysing the data  
(i) Interpreting and reporting the findings  

 
The answer may not necessarily be restricted to the above format. Candidates may integrate various 
steps of the process. (11 marks)  

A diagram illustrating the research process. (1 mark) 

 

Question 3 

Candidates are to define the micro environment and the macro environment. In their definition candidates 
are to distinguish between actors in the micro environment and forces in the macro environment. (2 
marks)  

The components of the micro environment:  

(a) The company  
(b) Suppliers 
(c) Marketing intermediaries 
(d) Customers 
(e) Competitors 
(f) Publics  (6 marks)  

 
The components of the macro environment:  

(a) Socio-Demographic 
(b) Economic 
(c) Political – legal  
(d) Technological (4 marks)  

Candidates may elaborate the micro and macro environment with typical examples such as competitors 
of cruise liners; suppliers of food, fuel, entertainment; the different customer segments such as holiday 
makers with kids, grey market, and upmarket customers; safety regulations imposed by governments; 
technology made possible the availability of material which is less pollutant; the state of the economies.   

(8 marks) 
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Question 4  

Part a  

A definition of price elasticity stating that a percentage change in price elicits a percentage change in 
quantity in the opposite direction. (2 marks) 

Candidates to mention and explain the three types of price elasticities – elastic, inelastic and unitary 
elastic (3 marks) and give at least two examples of products having such price elasticities. (2 marks)  

At least one diagram portraying one type of price elasticity (1 mark) 

Part b  

The objectives of pricing:  

(1) Maximum profit  

(2) Maximum market share  

(3) Product quality leadership  

(4) Survival    (4 marks)  

Candidates may mention objectives for non-profit organisations with an example. (2 marks)  

Part c  

(i) Internal influences on pricing 

(1) Marketing objectives 

(2) Marketing-mix strategy  

(3) Costs  

(4) Organisational considerations (3 marks) 

(ii)  External influences on pricing  

(1) The market and demand – market structures such as monopoly, oligopoly, monopolistic 

competition, perfect competition.   

(2) Competitors’ costs, prices and offers.  

(3) Other external factors.     (3 marks) 
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Question 5 
 
Candidates are to explain that exporting is a mode of foreign market entry. (1 mark)  
 
Reasons why companies export:  

(a) To increase sales and profit 
(b) To extend the product life cycle.  
(c) To establish a wider and broader customer base.  
(d) To establish a presence in foreign markets. 
(e) To remain competitive.  
(f) To utilise excess capacity to lower costs.  
(g) To sell extra inventory that is not selling in the domestic market.  
(h) Exporting protects a company from domestic swings and business cycles.  
(i) Accessing new technology for overseas markets. 

 
The answer may not necessarily be restricted to the above points. Candidates must at least mention 5 
points and elaborate each point with practical examples. (15 marks)  
 
In addition, candidates are to distinguish between direct and indirect exports in their answer. (2 marks) 
 
Candidates are to make reference to the amount of commitment, risk, control and profit potential when 
exporting. (2 marks) 
 
 
 
Question 6  
 
The process of new product development:  

(1) New product strategy  
(2) Idea generation  
(3) Idea screening  
(4) Concept development and testing  
(5) Marketing strategy 
(6) Business analysis 
(7) Product development  
(8) Test marketing  
(9) Commercialisation  

 
The answer may not necessarily be restricted to the above format. Candidates may integrate various 
steps of the process. (9 marks)  

 
Examples related to ONE product are to be given for each stage of the process, applying the theory 
related to the respective stage. (11 marks)  
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Question 7 
 
A definition of packaging: activities of designing and producing a container or wrapper for a product. (2 
mark)  
 
The role of packaging as a marketing tool:  

(a) Contain and protections the product  
(b) Attracts attention, describes the product and makes the sale. 
(c) Distinction  
(d) Immediate association  
(e) Convenience  
(f) Instant consumer recognition  
(g) Product safety  
(h) Environmental concerns  

Candidates are to distinguish between primary and secondary packaging.  
 
The answer may not necessarily be restricted to the above format. Candidates may integrate some of the 
above roles. (10 marks)  
 
Each role is to be explained by means of at least one example. (10 marks) 

  
 
Question 8  

The personal selling process:  

(a) Prospecting  

(b) Pre-approach  

(c) Approach  

(d) Presentation  

(e) Overcoming objectives  

(f) Closing  

(g) Follow-up  

 

Candidates may not necessarily use the same terms as in the above format, however the order of the 

process need to follow. (7 marks) 

Candidates who define ‘personal selling’ are to be awarded marks. (2 marks)  

 

Relevance of personal selling to business:  

(a) Personal selling is one element of the promotion mix. 
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(b) Candidates are to distinguish between the use of personal selling for physical products and 
services.  

(c) High involvement products may require a higher element of personal selling than low involvement 
products.   

(d) Unsought goods may require personal selling for example, business insurances. 

(e) When various options of a product/service are available, personal selling may ease the choice by 
providing additional information. 

(f) The sales person conducts business with the customer in person. 

(g) The sales person may target the message specifically to the audience and receive feedback 
immediately. However, it cannot reach a wide audience as does advertising.  

(h) It is an important source of marketing information where the sales person can learn about for 
example, competitors and emerging customer needs.  

(i) Sales person may act as problem solvers and provide advice to the customers. 

(j) May help build loyal and long term relationships.  

Candidates are not expected to mention all of the above. They may also mention other factors not listed 
above. At least candidates are to mention 6 points. (11 marks) 

 

Paper 2  

Section A  

Question 1 

Services Marketing Mix: 

The elements in the services marketing mix are as follows: product, price, place, promotion, people, 
physical evidence, process.  

Although all the elements of the services marketing mix are present, the Starbucks case study text 
material, highlights the application of the following main elements:  product, people, physical evidence 
and place. (7 marks) 

The product is of consistent high quality. The baristas, ‘Starbucks culture’ and human resources 
practices, are seen to play a central role in creating the Starbucks experience, while the design of the 
outlets and physical evidence reflect an environment conducive to socializing.  Location is also a key 
factor for Starbucks, in ensuring convenience, cultivating loyalty and creating the ‘Starbucks buzz’. 
 (6 marks)  
 

Students who refer and explain brand distinction are awarded (2 marks) 

Brand Distinction 
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Brand distinction:  This refers to the unique meaning of the brand, as manifested by its unique features, 
design, quality, marks, symbols, etc which differentiate it from competing products. A simple tomato 
ketchup may be perceived as being different and possibly as tasting better too, if its bottle is labeled and 
branded as being ‘Heinz tomato ketchup’. The ‘m’ symbol for McDonald’s, is quickly recognized by all, 
including toddlers and is different from other fast-food, as one knows exactly what to expect in terms of 
quality, taste, service, restaurant decor etc.  

In the case of Starbucks, brand distinction stems from the unique combination of the above marketing mix 
elements which serve to enhance the idea that Starbucks is more than just a coffee, but offers a trendy 
up-market place to socialize over a  coffee. 

 

Question 2 

Marketing Management Orientations: 

The Product Concept: - This holds that customers will favour products which are of a high quality with 
superior and innovative features. Companies following this concept focus mainly on continuous product 
improvement. (2 marks) 

The Marketing Concept: - Companies following this concept focus on consumer needs and wants, with 
the aim of producing products and services which deliver customer needs more effectively than 
competitors. In so doing the company adopts an ‘outside-in’ perspective. Profits are obtained by means of 
customer value and satisfaction. (2 marks) 

The Societal Marketing Concept: This holds that, while companies seek to deliver customer value and 
satisfaction on the basis of the marketing concept, consideration should also be given by the company to 
longer-term effects of the company’s actions and activities on society’s long-term interests. Companies 
must not only give consideration to the well being of their customers but also of society in general, 
including future generations, via waste management; fair trade practices etc.  (2 marks) 

Starbucks applies the societal marketing concept.  The case study presents several examples of its social 
conscience, in its efforts as an equal opportunities employer; Starbucks Shared Planet – environmental 
sustainability, community service; Fair Trade practices, support of AIDS programs in Africa. (4 marks) 

 

Question 3 

The Levels of the Product 

The three levels of the product: the Core; the Actual; the Augmented product. 

The Core product refers to the real product benefit, the consumer is buying e.g. a microwave oven type 
pizza – means more than satisfying hunger but also reflects the convenience of fast ready-made food, 
which requires no cooking. 

The Actual product is what tangibilises and makes the core benefit of a product possible and refers to the 
following:  

product features e.g. functions of a timer and in-built tumble dryer in a washing machine;  
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design - aesthetics  and style in terms of product appearance  e.g.– how beautiful and pleasing the shape 
of the car is and the functionality of the design -   

packaging – which acts as a container for products e.g. bottle holding shampoo and which also helps  to 
identify the product.  

quality level i.e. the consistent ability of the product to perform its functions and satisfy needs in 
accordance to its set standards.  Superior quality levels which thus perform at higher levels of quality e.g. 
a sharper picture on a flat screen; a more durable longer-lasting battery life etc.  

brand name – the name, sign, symbols  etc of the product  which distinguishes that product from other 
competing products and which helps the company to segment markets.  The brand gives meaning to the 
product by its implied quality level, unique product features etc.  e.g. Nike  and Adidas trainers. 

Augmented Product refers to the additional benefits of the product or service, over and above the core 
benefit e.g. convenience of a re-sealable packet of shredded cheese, or individually packaged crackers 
for freshness;  

(5 marks) 

The Starbucks core product is built around the shared experience of drinking coffee. In addition to coffee, 
the socializing element is thus seen as a fundamental element of the product. The actual product in this 
case refers to the consistent quality of the coffee, the Starbucks brand and the layout, environment and 
location of the outlets which facilitate the socializing experience. The augmented product refers to 
additional elements of the product such as wi-fi which provide additional functionality of the outlet  also as 
a place of work  and enhance the socializing aspect. (10 marks)     

 

Section B: 

Question 1 

Segmentation, Targeting and Positioning 

Segmentation: This means dividing the market into smaller distinct groups, with particular characteristics 
and hence particular needs. Segmentation is feasible when the groups being segmented are of 
substantial size, they are reachable or accessible and the segments are measurable, such that one may 
identify the segment’s size. 

Segmentation may be achieved by applying one or a combination of various market segmentation criteria 
being: demographic e.g. are, gender, income, occupation, family size, family life cycle, nationality etc; 
geographic e.g. country, region, city, climate; psychographic e.g., lifestyle, personality, social class; 
behavioural e.g. situation or occasion, usage rate, degree of loyalty, user status – whether regular user, 
ex-user, potential user etc. Composite or multiple segmentation – e.g. geo-demographic segmentation 
which combines e.g. gender with city of residence. 

Targeting: This refers to the process of evaluating the attractiveness of the market segments and 
selecting which segment or segments to approach. 

Positioning: This requires the process of differentiation, by creating a market offering, on the basis of the 
marketing mix, which meets the requirements of the selected target market segment/s. The market 
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offering is thus positioned in such a way that it clearly provides a superior distinction in relation to 
competing products targeting the same segments e.g. by offering a wider range of styles, colours etc. 

(15 marks) 

The market for the new organic baby foods range may typically be segmented by applying the following 
criteria as examples: 

Demographic criteria: gender; family-life cycle, income, education i.e. mothers of a certain level of 
education and income with infants. Behavioural criteria: potential buyers. Psychographic criteria: social 
class and lifestyle i.e. mothers of a medium to high social class and healthy lifestyle.  Positioning in this 
case would include the launching of the organic baby foods range at an attractive and competitive price, 
in main supermarkets and pharmacies, promoted in supermarkets, clinics and pharmacies. Product range 
would include also sufficient variety, sizes etc.  (12 marks) 
 
The target audience therefore would be mothers of a certain educational background, of medium to high 
social class, following a healthy lifestyle. (3 marks) 
   

Question 2 

The Buyer Decision Process: 

The buying decision process, in general consists of the following stages:  

Need Recognition – Individual at this stage recognizes a particular need. This is either triggered by an 
internal stimuli  e.g. hunger or an external stimuli e.g. advert 

Information Search - This implies that potential buyers nay search for more  information or retrieve 
information stored in memory. Sources of information search include: personal sources such as family, 
friends etc; commercial sources e.g. adverts, salespeople; public sources eg internet searches, mass 
media; experiential sources eg. handling the product, using the product etc. 

Evaluation of Alternatives -  Information about the various purchase options, is analysed and compared 
on the basis of relevant  product attributes. 

Purchase decision- Following evaluation of alternative purchase options, the consumer purchases the 
preferred option. 

Post-purchase behavior – Following the purchase, buyers may be either satisfied or dissatisfied with the 
purchase, depending on the consumer’s prior expectations and performance of the purchased product. 
Some individuals may also experience conflict i.e.  cognitive dissonance, if they become uneasy and at 
times unsure as to whether their final  purchase decision was in fact the right decision. 

(10 marks)   

The relevance of these various stages and their emphasis in the buying process also depends on a 
number of factors, one of which is the type of purchase.  

When buying a high involvement, non-routine purchase, such as buying a house, the purchaser typically 
goes through all the stages in the buying process. Information search and evaluation of alternatives  tend 
to be elaborate processes. Buyers typically search for a lot of information from various sources and in the 
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process also tend to experience ‘heightened attention’ for information content relating to homes, in 
adverts etc. Learning may also take place, such that prospective buyers may also fine-tune or re-shape 
their initial needs in the need recognition stage.  Purchase attributes which were not included as 
important criteria in the evaluation stage or not given much weighting could be now added e.g. the 
prospective buyer might not have initially considered the difficulty of parking in the area, but on becoming 
more familiar during the buying process, with the various localities and focusing on the actual decision 
stage, ‘factors-in’ the importance of having a garage with his home.  Attitudes towards product being 
purchased are formed before the purchase, as buyers purchasing high involvement or complex products 
go through the ‘belief-attitude-behaviour’ sequence.  After the purchase, some buyers may further dwell 
upon their decision and re-valuate their choice to assure themselves that they have in fact made the right 
decision, in terms of how satisfied or dissatisfied they are with their decision. Some individuals, at this 
stage, may even get second thoughts and feel uneasy about their purchase decision i.e. options they 
gave up and what they gained instead and thus experience ‘cognitive dissonance’. 

Buying a routine low involvement product, such as a routine grocery item e.g. milk, does not typically 
entail such an elaborate process. Buyers are usually not involved and are familiar with the brand of milk 
they purchase routinely and do not have strong attitudes towards the brand. They also know from where 
to buy it. Their needs are defined and tend to receive information from adverts etc, about such products in 
a passive way. Information search is not necessary unless their routine brand of milk is not available on 
the day.  In such cases, some information search and evaluation between the various other brands viz. 
price, content etc may be required. (20 marks) 

 

Question 3 

Services Marketing Mix: 

The elements in the services marketing mix are as follows: product, price, place, promotion, people, 
physical evidence, process. (7 marks) 

Product - service provided by the company which is typically intangible e.g. financial advice by a banker 

Price – amount of money to be paid by the customer to obtain the service 

Place – point of purchase e.g. outlet, e-tail site etc 

Promotion – activities which create awareness and inform customers of the service, offers, etc 

People – employees involved in delivering the service e.g. hairdresser 

Physical evidence – physical environment, décor, music, lighting, stationery etc which help tangiblise the 
service. 

Process – the systems and procedures used in delivering the service e.g. accessing a ticket at the 
cheese counter at a supermarket.  

 (7 marks) 

The candidate is to correctly apply and explain some elements of the 7 Ps, with the aim of establishing 
the hotel as a ‘Green Hotel’. Typical examples may include: Energy efficient Processes used; uses 
cleaning materials which are less harmful for the environment; offering electronic hotel check–in and 
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check-out; Promotion initiatives to encourage residents to waste less water; send less towels for laundry; 
sponsoring of the environment; Product e.g. uses re-cycled stationery etc.; Physical evidence e.g. 
exposes as physical evidence the use of materials from sustainable sources; uses more minimalistic 
décor and exposes electronic systems, as opposed to the printing of  paper; Product e.g. selection of 
organic teas, etc.;  Price/ Promotion  e.g. donates part of the price charged towards the planting of trees 
etc. (13 marks)  
 
Candidates who refer to waste management and the 3Rs. – Reduce, Re-Use, Re-cycle.  (3 marks)   
 

Question 4 

The components of the Marketing Communications Mix are as follows:   

Advertising – Paid non-personal presentation of products, services or ideas e.g. billboards, TV 
commercials 

Sales Promotion – Incentives which encourage sale of a product or service, usually applied in the short-
term e.g. free gift with purchase of product. 

Public Relations – Building of good relations with the company’s publics, via events, press releases etc 

Direct Marketing – Direct communication with targeted individuals to obtain direct feedback and action 
from target individuals and/or build customer relationships. 

Personal Selling- Personal representation by company’s salespeople to obtain sales and building 
relationships. 

 (10 marks) 

As part of the sales promotion campaign for the first week – example - buy new Nike running shoes and 
get a free sports bag, promoted via Facebook advertising channel/medium etc. (12 marks) 
 
The candidate is to explain the rationale for selecting these selected components. e.g. Inviting an 
international ex-football player to sign T-shirts etc on the opening day as part of a public relations 
exercise to create awareness and build store traffic on the launch day. (5 marks) 
 
The candidate is to specify the audience/ s being targeted e.g. teenagers practicing all types of sports, 
from football to tennis, basketball, swimming, athletics  etc  (3 marks) 


