SOLUTIONS TO PRINCIPLES OF MARKETING MAY 2008 EXAMINATION PAPER
QUESTION 1

Role of Marketing in the organisation

There is an infinite number of roles as listed below, however its up to the discretion of the marker to sense in the answers given:

1. Attract customer

2. Retain customers

3. Satisfy customers

4. Provide competitive offers 

5. Provide effective communication

6. Provide internal customer relationship between employees

7. Identifying customer needs(through research) and translating these into products(solutions)

8. Value creation across the delivery chain

Marks Allocation: 

The mention of each stage will attract 1 mark up to 5 marks and then each explanation to be given another 2 marks making a total of 15 marks. 

QUESTION 2

Marketing Mix Elements

The key marketing mix elements are: 

a. Product –  Quality, brand name, features, packaging, usability, guarantees, life cycle , portfolio

b. Price – level, pricing strategy, sensitivity, discounts, payment structure, payment methods

c. Promotion – Communication, advertising, sales promotion, public relations, selling, exhibitions

d. Place – customer location, distribution, outlet location, distribution method , appearance

Marks Allocation: 

The mention of each element will attract 1 mark up to 4 marks and then within each element 4 points must be highlighted and briefly explained with each attracting 1 mark to give a total of 20 marks.  

QUESTION 3

Bases of Segmentation

There are 6 variables/bases of segmentation:

a. Geographic Segmentation

b. Demographic Segmentation

c. Psychographic Segmentation

d. Behavioural Segmentation

e. Occasion segmentation

f. Benefit Segmentation 

Marks Allocation: 

The mention of each stage will attract 1 mark making a total of 8 marks and then each explanation to be given another 2 marks. 

At least 5 stages making a total of 14 marks and the additional 1 mark is given for overall understanding of the concepts.

QUESTION 4

Marketing new and emphasized role and management tools encompass the following:
i. Attracting and retaining customers

ii. Ensuring the whole bank/financial house walks the “marketing talk” through recognising the importance of satisfying customers demands profitably

iii. Define customer’s wants and make them a reality through the marketing department managing and ensuring the following tools/processes are fully implemented.

a. Product Planning

Ensure appropriate product lines are developed and offered.

Develop and install a bank wide new products policy that may emphasize “Product Different in emphasizing value add products customers may prefer over those of competitors despite not being cheap.

b. Branding

Ensure bank products to have secure trademarks and identifiable marketing attributes – packaging, image etc – to attract and lock in customers

Marketing should develop a clear branch policy and ensure it is applied and defended throughout the bank.

c. Pricing

Pricing is a product of a well managed costing system in the bank, therefore the marketing department must be involved with centres responsible for cost drivers to produce a well balances and controllable cost regime.

Cost leadership is a marketing tool wherein the bank seeks the lowest cost products that other banks cannot beat and thus define product prices other banks cant beat.

d. Channels and Distribution

Marketing should be involved at all stages of defining and improving on the quality of channels of distributing various products to valuable customers.

This involves marketing, playing a role in all steps of analyzing and defining efficient product logistics especially where a bank may be seeking to reach into previously “unbankable” consumer segments.

e. Promotions

Marketing has a role to position a bank’s product into the public domain through well defined promotions.

These may be customer awareness plans as well as special offers or sales to increase the numbers of new customers coming in through the front doors.

f. Servicing

· Customer retention is more critical than winning new customers.

· Marketing has a responsibility to ensure existing customers are taken care of and retained.

· Banks need to adopt the various “after sales” techniques used in the car industry so that they can proactively serve their customers.

QUESTION 5

Environmental Factors affecting marketing operations:

1. Political-legal factors e.g. stability, laws and regulations

2. Economic factors e.g. interest rates, economic growth, inflation
3. Social factors e.g. population, growth rates, education, employment levels
4. Technological factors e.g. internet, communication technologies
5. Natural environment e.g. global warming, natural disasters
6. Micro Factors such as customers, competitors, suppliers, partners
Marks Allocation: 

The mention of each factor will attract 1 mark up to 4 marks and then each explanation to be given another 3 marks making a total of 20 marks. 

QUESTION 6

Factors to be considered in setting up the price: 

Candidates are expected to outline and briefly explain at least 5 factors from the following: 

1. Costs

2. Price leadership and Followership

3. Price Making and Taking

4. Company Objectives – profitability, market share e.t.c. 

5. Demand – market conditions

6. Competitors prices

Marks Allocation: 

The mention of each factor will attract 1 mark up to 5 marks and then each explanation to be given 3 marks making a total of 20 marks. 

QUESTION 7

New Product Development Process:

There are 8 stages namely: 

1. Idea Generation

2. Idea Screening
3. Concept Development and Testing
4. Marketing Strategy and Development
5. Business Analysis
6. Product Development 
7. Test Marketing
8. Commercialization
Marks Allocation: 

The mention of each stage will attract 1 mark making a total of 8 marks and then each explanation to be given another 2 marks. At least 7 stages are expected to get a total of 20 marks. 

QUESTION 8

a. Demographic

Is a study of human population in terms of size, density, location, occupation etc.

Marketing is interested in demographics trends and changes.
Malawi’s population has almost doubled in the last twenty years.  Yet distribution of high street banks remains similar to the layout determined during the Kamuzu era with only one bank e.g. National of Standard Bank – restricted to a distinct centre. 

Clearly banking infrastructure is not responding to demographic trends in Malawi.

He question is:- what factors in demography are not responsible to the needs to provide a more broad based banking system so that individuals are afforded their human right to choose who to bank with within their locale?

b. Economic

· Is the analysis of factors that affect consumer purchasing power and spending patterns published as real output per capita, income distribution between the rich and poor.

· These income statistics are affected by business activities, interest rates and cost of living.

· Malawi’s economy has experienced volatile changes over the last twenty years as well as ups in trends.  Generally income distribution has been against the poor and thus limited availability of discretionary income among the rural population.

Despite rising population most of which is under 16 years anyway – depressed rural income made it difficult for marketing of banks to spread outside the four major urban centres.

The upturn in the economy could lead to improved availability of discretionary incomes and more spending and/or saving powers in rural Malawi.  Also as the population balance shift increasingly towards “maturity” less under 18 groups/cohorts
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