
MNB1601 May June 2007 

Marketing management p357 
 

 

Answer: 4 

Determinants of consumer behaviour | Group factors and individual factors p373-377 

Learn Figure 12.4: Determinants of consumer behaviour p374 

 

Individual factors Group factors 

Motivation The family 

Attitude Reference group 

Perception Opinion leaders 

Learning ability Cultural group 

Personality  

Lifestyle  

 

 

Answer: 2 

Market forecasting | Sales forecasting p372 

 

 



# Types of forecasting 

1 Panel of experts 

2 Market-research results 

3 Consumers’ reactions to test marketing situations 

4 Historical data 

5 Mathematical and statistical models 

 

Answer: 2 

The components of the marketing process | Market segments | Target markets p367 

# Learning note on market segments 

1 There are various (many) market segments 

2 The people in each market segment share common characteristics and preferences 

3 They have similar consumption patterns and make similar product choices 

4 A target market (or target markets) is/are chosen from all the various market segments 

 

 

Answer: 4  

Target market selection and positioning p385 



 

Answer: 2 

Product decisions | New product decisions p394 

# Phase of new product development 

1 Development of product ideas 

2 Screening of product ideas (according to financial criteria) 

3 Elimination of product ideas 

4 Physical product development i.e. prototype 

5 Development of the marketing strategy* 

6 Test marketing (in a specific small segment of the market) 

7 Introduction of product into the market 

 

*The marketing strategy entails the following p395: 

# The marketing strategy entails the following: 

1 Position of product 

2 Choice of brand 

3 Design of packaging 

4 Marketing communication message 

5 Decision on price 

6 Choice of distribution outlet 

 

 

Answer: 3 

Product decisions | The product offering p385-386 



Concept Consists of Example (using Toyota SA) 

Product offering Product ranges Passenger cars, bakkies, SUVs, heavy duty vehicles 

Product range Product lines Yaris, Corolla, Avensis, Rav, Lexus 

Product line Product items Yaris 1.4, Yaris 1.6, Corolla 1.6GLE etc. 

 

 

Answer: 2 

Classification of consumer products p387 

Consumer product classification Example 

Durable products Fridges, cars, furniture 

Non-durable products Cigarettes, chocolate, milk 

 

Further classification of consumer products: 

Consumer product 
classification 

Example Pre-purchase considerations 

Convenience products Sweets, cigarettes, milk, bread Minimum i.e. not much 

Shopping products Clothing, jewellery Suitability, quality, price, style 
i.e. will shop around 

Speciality products Unique characteristics BMW Z3 Not described in text book 

 

 

Answer: 1 

Product decisions | Packaging decisions p391 

Type of packaging Description 

Family packaging  Products packed identically 

 Same packaging material used 

 Size of packaging the same 

 Related to family brands (beer is an exception) 

 E.g.: Koo jams sold in identical packaging with different labels 
to indicate the contents 

 



Type of packaging Description 

Speciality packaging  Image of exclusivity 

 E.g.: Perfume, jewellery, expensive liquor such as Chivas Regal 

Reusable packaging  Perception of consumer getting a “free” container 

 Container can be reused 

 

 

Answer: 3 

Price decisions | The price-determination process p399 

# Phase: Determination of the… 

1 Cost price 

2 Market price  

3 Target price 

4 Final (selling) price* 

 

 

Answer: 1 

Price decisions | Adaptations of the final price p400 

Price adaptation Description 

Skimming prices Final price has higher profit margin e.g. iPod (innovation) 

Market penetration prices Initial price of new product is lower e.g. new balance 

Market-price level If there is keen competition or many similar products 

Leader prices Special offers at price lower than market price for limited time 

Odd prices Final price of products have odd numbers 

Bait prices Unethical, retailer does not intend to sell the bait-price item 

 



 

Answer: 2 

The marketing concept p362-363 

The 4 principles of the marketing concept: 

# Principle 

1 Profitability 

2 Consumer orientation 

3 Social responsibility 

4 Organisational integration 

 

The marketing concept directs all marketing decisions about: 

# Description 

1 Products 

2 Distribution methods 

3 Marketing communication 

4 Price determination 

 

 

Answer: 4 

The marketing concept | The principle of consumer orientation p363 

 



Principles of consumer orientation 

Emphasis is placed on what the consumer needs 

Complete satisfaction of consumer needs can never be achieved 

Satisfaction can only be given within the constraints of the profit objective and the resources 

The consumer has to be supplied with adequate and correct information about the market offering 

 

 

Answer: 2 

The marketing concept | The principle of social responsibility p363 

Dimensions of social responsibility 

Responsibility towards the community 

It is the responsibility of marketing management to initiate sponsorship projects 

The public relations department usually helps to organise and manage sponsored events 

 

 

Answer: 1 

The components of the marketing process p366 

 

 

 



# The four Ps Notes 

1 Product The product itself 

2 Place The distribution of the product 

3 Promotion The marketing communication methods 

4 Price The price reflects the product’s value 

 

 

Answer: 5 

Marketing communication decisions | Public relations p411 

Marketing communication consists of 6 elements that can be used to communicate with consumers: 

# Element of marketing communication to communicate with consumer 

1 Advertising 

2 Personal selling 

3 Direct marketing 

4 Sales promotion 

5 Publicity 

6 Public relations 

 

The public-relations media include: 

Media Examples 

The spoken word Face-to-face communication 

The printed media Newspapers, magazines, company publications 

Sight and sound Radio and television, films and videos 

Special events Press conferences, visits to the business, receptions, 
exhibitions, crisis management 

The internet www, email, social media, viral campaigns 

 



 

Answer: 1 

Marketing communication decisions | Public relations p410 

 

 

Answer: 3 

Market research | Market-research methodology p369 

 

 

Answer: 3 

Marketing communication decisions | The public-relations media p411 

 



 

Answer: 1 

Market segmentation | Criteria for market segmentation p383 

Criteria for market segmentation Bases and notes 

Geographic Region, size of city, density, climate 

Demographic Age, gender, family size, family life cycle, income, occupation, 
religion, race, education 

Psychographic Lifestyle, personality, social class 

Behavioural Purchase occasion, benefits sought, user status, usage rate, 
loyalty status, readiness stage, attitude to product 

 

Market insights: 

Segmentation Market insight 

Demographic and geographic segmentation Gives a good indication of the potential of 
particular market segments i.e. the number of 
consumers in each segment 

Psychographic and product-usage criteria Gives an indication of the reason for consumers’ 
choice and purchase of specific products 

 

 

Answer: 2 

Market communication decisions | The public-relations media p412 

 



 

Answer: 4 

Market segmentation | Criteria for market segmentation p383 

Criteria for market segmentation Bases and notes 

Geographic Region, size of city, density, climate 

Demographic Age, gender, family size, family life cycle, income, occupation, 
religion, race, education 

Psychographic Lifestyle, personality, social class 

Behavioural Purchase occasion, benefits sought, user status, usage rate, 
loyalty status, readiness stage, attitude to product 

 

Answer: 5 

Brand decisions | Advantages offered by the use of brands p388 

# Advantage offered by the use of brands 

1 Facilitate identification of products 

2 Assure a quality standard 

3 Offer a degree of protection 

4 Product differentiation 

5 Serve as a warning against products that do not meet requirements set by consumers 

 

 



 

Answer: 4 

 

Answer: 1 

Packaging decisions | Choice of packaging design p392 

# Factors in the choice of packaging design 

1 Packaging materials 

2 Packaging shape 

3 Packaging size 

4 Graphic design 

 

 

 

Answer: 1 

Distribution decisions | Market coverage p404 

 



 

Answer: 4 

Consumer behaviour | Consumer decision-making p377 

# Phase 

1 Awareness of unsatisfied need 

2 Gathering of information 

3 Evaluation of possible solutions 

4 Decision on a course of action 

5 Post-purchase evaluation 

 

 

Financial management p419 
 

 

Answer: 1 

 

 

Answer: 4 

Concepts in financial management | The balance sheet, asset and financing structure p423 

 



Item Description 

Balance sheet Gives an overall grasp of the financial position of the business 

Asset side Reflects all the possessions of the business, together with their respective values 
as at the balance sheet date and thus shows the mutual coherence 

Asset structure The assets 

 

 

 

Answer: ? 

Cost-volume-profit relationships p429 

Relationship item Description 

Break-even analysis N = F / (SP –V) 

N Number of units (volume) where no profit or loss is made 

SP - V Marginal income 

SP Selling price 

V Variable cost 

FC Fixed cost 

 

 

 



Answer: 2 

The income statement p427 

 

 

Answer: 4 

Concepts in financial management | The balance sheet, asset and financing structure p423 

Item Description 

Balance sheet Gives an overall grasp of the financial position of the business 

Asset side Reflects all the possessions of the business, together with their respective values 
as at the balance sheet date and thus shows the mutual coherence 

Asset structure The assets 

 

 

Answer: ? 

Time value of money | Present value p434 | The present value of an uneven cash flow stream p436 



Relationship item Description 

Present value PV = FVn ( 1 / (1 + i) )n 

( 1 / (1 + i) )n Present value factor or discounting factor 

n Period 

i Interest rate 

 

 

 

Answer: 1 

Financial ratios p441-447 

Ratio Type Formula 

Current ratio Liquidity ratio Current assets / current 
liabilities 

Acid-test ratio Liquidity ratio Current assets – inventory / 
current liabilities 

Debt ratio Solvency ratio Debt / assets 

Gearing ratio Solvency ratio Owner’s equity / debt 

Gross profit margin Profitability, rate of return or 
yield 

Gross profit / sales 

Net profit margin Profitability, rate of return or 
yield 

Net profit / sales 

Return on capital Profitability, rate of return or 
yield 

Operating profit – tax / total 
capital 

Return on shareholder’s 
interest 

Profitability, rate of return or 
yield 

Net profit after tax / 
shareholders’ interest 

Return on owner’s equity (ROE) Profitability, rate of return or 
yield 

(Net income / sales) x (sales / 
total assets) x (total assets / 
owner’s equity) 

Sustainable growth rate Profitability, rate of return or 
yield 

G = ROE x retention ratio 

Retention ratio Profitability, rate of return or 
yield 

Retained earnings / net income 

Economic value added (EVA) Profitability, rate of return or 
yield 

EVA = EBIT (1 – T) – cost of 
capital in Rs 

EBIT Profitability, rate of return or 
yield 

Earnings before interest and tax 
where T = tax 

 

 



 

Answer: 1 

Costs p425 

 

 

Answer: 3 (don’t understand c properly) 

Objective and fundamental principles of financial management | The time value of money p430 

# Time value of money statement Page 

1  The higher the interest rate is, the smaller the PV of a given FV amount will be 

 The further in the future an amount is expected, the smaller its PV at a given interest 
rate will be 

435 

2 The discounting factor is: ( 1 / (1 + i) )n 434 

 



 

 

Answer: ? 

 

 

Answer: 5? 

The management of cash and marketable securities p456 

 

 

Answer: 3 

The management of cash and marketable securities p456 

 

The 3 reasons for a business to have a certain amount of cash available: 

 



# Reason to have cash available Description 

1 Transaction motive The business must have cash available to meet normal current 
expenditures such as salaries, wages, rent etc. 

2 Precautionary motive The keeping of cash for contingencies 

3 Speculative motive The keeping of cash to capitalise on good opportunities such as 
unexpected bargains and bulk purchases 

 

 

 

Answer: 3 

Short-term financing | Trade credit p477 

 

 

 

 

Answer: 1 

The management of stock (inventory) p463 

Objective Description 

Profit objective Keep the lowest possible supply of stock, keep stock turnover as high as 
possible 

Operating objective Keep as much stock as possible to ensure the business is never without and 
to ensure that production interruptions never occur 

 

 



 

 

 

 



Answer: ? 

The present value of an uneven cash-flow stream p436 

 

 

Answer: 4? 

 



 

Answer: ? 

 

 

 

Answer: 3 

Financing | Money and capital markets p475 

 



 

Answer: 4 

Financing | Money and capital markets p475 

 

 

Answer: 5 

Long-term financing | The ordinary share p481-482 

# Characteristics of ordinary shares 

1 Liability of ordinary shareholders is limited to the amount of share capital they contributed 

2 No certainty that the money paid for the shares will be recouped 

3 Ordinary shareholders are the owners of the business and have full control in that they can 
vote at general meetings to appoint directors and the amount of dividends to be paid to 
shareholders – voting rights are usually in proportion to shareholdings 

4 There is no obligation to reward shareholders in the form of dividends 

5 Share capital is available to the business for an unlimited period – ordinary share capital does 
not have to be repaid 



 

 

 

Answer: 1 

The cost of capital p489 

 

The weighted average cost of capital, ka, is determined by weighting the component cost of each 

type of long-term capital in the capital structure by its proportion to the total. This involves the 

following 3 steps:  

# Step 

1 Calculate the after-tax cost of each individual form of capital 

2 Calculate the proportion or weight of each form of capital in the total capital structure 

3 Combine the costs of the individual forms of capital and the corresponding weights 

 

So, here’s the calculations for Q47: 

Shares capital: 600000 / 1000000 * 100 = 60% 

Preference share capital: 20% 

Long-term debt (after tax): 20% 

 

Then: 

60% x 20% = 12% and 20% x 5% = 1% and 20% x 10% = 2% So: 12% + 1% + 2% = 15% 

 

Operations management p245 
 



 

Answer: 2 

Operations-management strategies and performance objectives | Positive results p253 

Operations-management guideline Positive result 

Doing things right the first time Higher quality 

Doing things cost effectively Lower cost 

Doing things fast Shorter lead time 

Changing things quickly Greater adaptability 

Doing things right every time Lower variability 

Doing things better Better service 

 

 

Answer: 1 

The 6 elements of customer/clients needs p251 

 

 



# Element 

1 Higher quality 

2 Lower costs 

3 Shorter lead time 

4 Greater adaptability (flexibility) 

5 Lower variability with regards to specifications (reliability) 

6 Higher level of service 

 

 

 

Answer:5 (can’t find where option d is referenced in the text book) 

The classification of process types for manufacturers and service providers p259-260 

The classification of process types for manufacturers: 

Process type Description 

Project processes  Highly individual and unique 

 Tackled on a large scale 

 Output volume is low 

Jobbing processes  Small scale 

 Low volume 

 Nature of the work is the same throughout 

 Specific requirements differ from one task to the next 

 Combine a wide variety of products with a small volume of products 

Batch processes (job lots)  Limited range of products is manufactured 

 Products occurs in batches (lots) 

 Same as jobbing but does not have the same degree of variety 

Mass processes  High volumes 

 Little variety 

 Repetitive in nature and largely predictable 

 Easier to manage than both jobbing and batch processes 

Continuous processes  Greater volumes than mass processes 

 Very little variety in the type of product 

 Sappi, Eskom, PPC Cement falls under continuous processes 



 

Answer: 5 

Characteristics of products and services p256 

Products produced by manufacturer Services produced by service provider 

Physically tangible and durable Intangible and perishable 

Output kept in stock Output not kept in stock 

Little customer contact Plenty of client contact 

Manufactured before use Provision and consumption simultaneous 

Long response time Short response time 

Local and international markets Mainly local markets 

Large production facilities Small service-provision facility 

Capital-intensive production Labour intensive 

Quality easily measurable Quality difficult to measure 

 

 

Answer: 2 

Job design and work organisation p268 

Component of work study Description 

Method study Development and application of easier and more effective methods to 
perform tasks and in so doing reduce costs 

Work study Improving productivity 

Work measurement Determining how long it takes a trained and qualified worker to 
perform a specific task at a fixed level of performance 

 



 

Answer: 2 

The nature of operations design p263 

# Steps in the design of products and services 

1 Generation of concept/idea 

2 Screen (sifting) process 

3 Preliminary design 

4 Evaluation and improvement 

5 Prototype and final design 

 

 

Answer: 1 

Quality planning and control | The steps in quality planning and control p275 

# Step 

1 Define the quality characteristics 

2 Measure the quality characteristics 

3 Set standards for each quality characteristic 

4 Control quality against the set standards 

5 Identify and rectify the causes of poor quality 

6 Continuous improvement of quality 

 



 

Answer: 1 

Operations improvement p279 

 

 

Answer: 2 

The classification of process types for manufacturers and service providers p259-260 

The classification of process types for manufacturers: 

Process type Description 

Project processes  Highly individual and unique 

 Tackled on a large scale 

 Output volume is low 

Jobbing processes  Small scale 

 Low volume 

 Nature of the work is the same throughout 

 Specific requirements differ from one task to the next 

 Combine a wide variety of products with a small volume of products 

Batch processes (job lots)  Limited range of products is manufactured 

 Products occurs in batches (lots) 

 Same as jobbing but does not have the same degree of variety 

Mass processes  High volumes 

 Little variety 

 Repetitive in nature and largely predictable 

 Easier to manage than both jobbing and batch processes 

Continuous processes  Greater volumes than mass processes 

 Very little variety in the type of product 

 Sappi, Eskom, PPC Cement falls under continuous processes 

 



 

Answer: 4 

Operations improvement | Failure prevention and recovery p279 

# Types of failure 

1 Design failures 

2 Facility failures 

3 Staff failures 

4 Supplier failures 

5 Customer/client failures 

 

 

 

Purchasing and supply management p495 
 

 

Answer: 2? 

The purchasing and supply function p496 

# Function 

1 Select suppliers 

2 Purchase and arrange transport of the materials to the business 

3 Decide what prices to accept 

4 Quantity and quality 

5 Expedite and receive materials 

6 Warehousing and inventory holding 

7 Timing of purchases 



 

 

Answer: 4? (can’t find this in the text book) 

Purchasing and supply planning p499 

 

 

Answer: 3 

Purchasing and supply planning p499 

Levels of purchasing and supply planning 

Strategic level Tactical management level Operational level 

Supplier alliances Systems integration Communication with suppliers’ 
operational staff 

Supplier development Negotiation Expediting 

Supply-chain integration Interface development File and system maintenance 

Long-term planning Human-resources development Enquiries and quotations 

Availability forecasting Total quality management Pricing 

Policy formulation Contracting Returns and recycling 

In/outsourcing decisions Cost-reduction techniques  

 



 

Answer: 4 

Steps in the purchasing and supply cycle of a commercial business p509-511 

# Steps Documents Groups and departments involved in the individual steps of the 
process 

Internal 
consumers 

Purchasing Receipt/ 
stores 

Inspection Finance 

1 Development 
and 
description 
of a need 

Requisition, 
order, 
materials and 
specification 
list 

   
  

2 Choice of 
suppliers 

Register of 
supplies 

 
 

   

3 Research on 
prices and 
availability 

Price lists, 
catalogues 
and written 
quotations 

 
 

   

4 Issuing the 
order and 
concluding a 
contract 

Order form 
and 
specifications 

 
 

   

5 Follow up 
and 
expediting 

Reminder 
note/form    

  

6 Receipts, 
inspection 
and 
distribution 

Order forms, 
delivery note 
and proof of 
receipt, 
inspection 
report 

  
  

 

7 Handling 
errors and 
discrepancies 

Order form 
and 
consignment 
note 

 
 

   

8 Paying for 
the order 

Order form, 
delivery note, 
proof of 

  
  

 



# Steps Documents Groups and departments involved in the individual steps of the 
process 

receipt and 
invoice 

9 Closing the 
order 

Order form, 
delivery note, 
invoice and 
cheque 

 
 

  
 

 

 

Answer: 5 

Organising the purchasing and supply function | Cross-functional sourcing teams p505 

# Task 

1 Supplier selection 

2 Negotiating corporate-wide purchasing agreements 

3 Developing cost-reduction strategies 

4 Developing sourcing strategies 

5 Developing suppliers and the evaluation of suppliers’ performance 

6 Value analysis and development of new products 

 

 

Answer: 2 

Deciding on purchasing and supply quantities | Inventory costs p515 



Implications of inventory positions p515: 

Disadvantages of too much inventory Disadvantages of too little inventory 

Operating capital is tied up Higher unit prices due to smaller orders 

Depreciation, obsolescence, damage, theft More urgent orders with higher delivery costs 
and strained relations with suppliers 

Costs for storage space, staff, insurance Cost of production or job interruptions 

 Lost sales due to empty shelves 

 

 

 

Answer: 4 or 5 (not sure about option b) 

The importance of the purchasing and supply function to the business p497 

# Importance 

1 Greatest expenditure for the business 

2 Inventory-holding 

3 Profit leverage 

4 Contributions to the marketing of products 

 

 

 



Answer: 3 

Pricing decisions | Price determination p521 

 

 

Answer: 2 

Can’t find this in the text book? 

 

 

Answer: 2 

Timing of purchases p521-522 

# Aim of buying at the right time 

1 To ensure that the business is supplied on an ongoing basis 

2 To reduce the risk of price fluctuations 

3 To keep inventory holding at an optimal level 

 

 



 

Answer: 3 

Steps in the purchasing and supply cycle of a commercial business p509-511 

# Steps in the purchasing and supply cycle 

1 Development and description of a need 

2 Choice of suppliers 

3 Research on prices and availability 

4 Issuing the order and concluding a contract 

5 Follow up and expediting 

6 Receipts, inspection and distribution 

7 Handling errors and discrepancies 

8 Paying for the order 

9 Closing the order 

 

 

Answer: 1 

The assessment of purchasing and supply activities p506 

# Control point 

1 Price proficiency 

2 Supplier performance 

3 Timeliness 

4 Cost-saving 

5 Workload 

6 Purchasing costs 

7 Inventory-holding 

8 Relationship performance with suppliers 

9 Relationship with other functional management areas 

 



 

Answer: 2 

Centralisation or decentralisation p501 

 

 

 


