Chapter 17 Retailing
Multiple Choice

1. Which of the following utilities does Robinson Department Store Public Company Limited place the greatest emphasis on?
a) Time utility
b) Place utility
c) Form utility
d) Possession utility
e) Equal emphasis is placed on all four utilities. 
Ans: c
Feedback: Robinson considers product offerings to be most important and is committed to carrying products of the latest styles and the best quality. 
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Learning Objective: 1

2. Which of the following classifications is the most suitable for Robinson?
a) An independent retailer 
b) Self-service retailer
c) Limited service retailer
d) Full-service retailers 

e) None of the above

Ans: d
Feedback: Robinson provides excellent service to customers by having employees welcome and greet them when they enter the stores; by providing product suggestions and fashion consultations; by giving advice on product usage, and by providing basic facilities such as clean restrooms, pleasant fitting rooms, relaxing rest areas, and sufficient parking areas in all its stores. 
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Learning Objective: 2
3. Robinson’s retail positioning matrix is one of __________ breath of product line and _______ value added. 
a) broad; low
b) narrow; low
c) broad; high
d) narrow; high
e) none of the above
Ans: c
Feedback: Robinson has high value added and a broad product line. They are committed to carrying products of the latest styles and best quality. 
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Learning Objective: 4
4. __________ is defined as all activities involved in selling, renting and providing goods and services to ultimate consumers for personal, family or household use.
a) Manufacturing
b) Wholesaling
c) Retailing
d) Facilitating
e) Logistics
Ans: c
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5. Retailing is an important marketing activity. Not only do producers and consumers meet through retailing actions, but retailing also creates ___________ and has a significant impact on the economy.
a) the nation's largest source of tax revenues
b) public service to charities
c) harvesting possibilities
d) customer value
e) traffic congestion
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). Retailing's economic value is represented by the people employed in retailing as well as by the total amount of money exchanged in retail sales.

Page: 464

Learning Objective: 1
6. Retailing is an important marketing activity. Not only do producers and consumers meet through retailing actions, but retailing also creates customer value and __________.
a) is the nation's largest source of tax revenues
b) is a source of public service to charities
c) has harvesting possibilities
d) has a significant impact on the economy
e) is a way of reducing traffic congestion
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). Retailing's economic value is represented by the people employed in retailing as well as by the total amount of money exchanged in retail sales.

Page: 464

Learning Objective: 1
7. The __________ provided by retailers create value for consumers.
a) utilities
b) empathies
c) sympathies
d) personalities
e) synergies
Ans: a
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). Retailing's economic value is represented by the people employed in retailing as well as by the total amount of money exchanged in retail sales.
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8. The four utilities offered to consumers through retailing are __________.
a) convenience, performance, possession and form
b) time, place, possession and form
c) product, price, place and promotion
d) form, possession, time and performance
e) convenience, consistency, competition and choice
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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9. Retailing's economic value is represented by __________ as well as by the total amount of money exchanged in retail sales.
a) the price asked for any one item for sale
b) the cost of goods sold
c) the net return on capital
d) the people employed in retailing
e) all of the above
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). Retailing's economic value is represented by the people employed in retailing as well as by the total amount of money exchanged in retail sales.
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10. Retailing's economic value is represented by the people employed in retailing as well as by __________.
a) the price asked for any one item for sale
b) the cost of goods sold
c) the net return on capital
d) the total amount of money exchanged in retail sales
e) all of the above
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). Retailing's economic value is represented by the people employed in retailing as well as by the total amount of money exchanged in retail sales.
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11. Polo Ralph Lauren now offers the Create Your Own Shirt program (at www.polo.com), which allows customers to create their own custom shirt by selecting from four models, 32 shirt colors, 12 pony-logo colors and five sizes. The shirts are delivered within two weeks for $62.50. Which utility does Polo Ralph Lauren best provide in this example?
a) Time
b) Place
c) Possession
d) Form
e) Product
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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12. A restaurant that offers food made exactly to each customer's preference is providing its customers with __________ utility.
a) time
b) place
c) possession
d) form
e) product
Ans: d
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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13. Enterprise car rental agency differentiates itself from other similar agencies by providing a delivery service. This delivery service is particularly valuable to someone who has been left stranded without transportation. By making it easy to rent temporary transportation, Enterprise is emphasizing which utility?
a) Product
b) Service
c) Possession
d) Form
e) Convenience
Ans: c
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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14. Saturn dealers have adopted a "no-hassle, no-haggle" sales policy that eliminates the need for negotiating. Instead, all customers are offered the same price. Test derive, financing, trade-ins and leasing are all offered to encourage customers to purchase a Saturn. Which utility does Saturn best provide in this example?
a) Product
b) Service
c) Possession
d) Form
e) Convenience
Ans: c
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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15. Albertson's Supermarket accepts debit and credit cards as well as cash and checks for purchases. Its acceptance of various forms of payment provides its customers with __________ utility.
a) time
b) place
c) possession
d) form
e) public
Ans: c
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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16. At the Christmas Tree Shop, customers can shop for Christmas gifts at any time of year. What type of utility does this store primarily create for its customers?
a) Time
b) Place and conformance
c) Possession and form
d) Form
e) Performance
Ans: a
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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17. The ability to shop over the Internet 24/7 provides consumers with __________ utility.
a) time
b) convenience
c) possession
d) form
e) performance
Ans: a
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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18. The Sports Authority is a sporting goods superstore that provides year-round inventory of equipment for just about any sport you can name. Even during the "off season" of seasonal sports, equipment is available at the Sports Authority. Which utility does the Sports Authority best provide in this example?
a) Time
b) Convenience
c) Possession
d) Form
e) Performance
Ans: a
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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19. One of the best-run banks in the United States, Wells Fargo reaches retail customers through 3,230 branch banks, 598 in-store minibanks, a worldwide network of 6,800 ATMs and its online banking service. The online service has more than 9 million users. Which utility does Wells Fargo best provide in this example?
a) Time
b) Place
c) Possession
d) Form
e) Performance
Ans: b
Feedback: To consumers, the value of retailing is in the form of utilities provided (Figure 17-1). These include time, place, form and possession utility.
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20. __________ have the greatest dollar amount of retail sales in the United States.
[image: image1.wmf]
a) Food stores
b) Apparel and accessory stores
c) Automotive dealers
d) Liquor stores
e) Eating and drinking establishments
Ans: c
Feedback: Figure 17-2 shows that automotive dealers have the greatest dollar amount of retail sales in the U.S. at $906 billion.
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21. Which type of retailer accounts for the least amount of sales according to Figure 17-2?
[image: image2.wmf]
a) Automotive dealers
b) Food and beverage stores
c) Sporting goods, books and music stores
d) Electronic stores
e) Furniture and home furnishing stores
Ans: c
Feedback: Figure 17-2 shows that sporting goods, books and music stores have the least dollar amount of retail sales in the U.S. at $82 billion.
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22. Automotive dealers have over three times the sales as __________ according to Figure 17-2.
[image: image3.wmf]
a) drugstores
b) gasoline service stations
c) nonstore retailers
d) electronic stores
e) all of the above types of retailers
Ans: e
Feedback: Figure 17-2 shows that automotive dealers have the greatest dollar amount of retail sales in the U.S. at $906 billion. Drugstores at $215 billion, gasoline service stations at $249 billion, nonstore retailers at $197 billion and electronic stores at $98 billion each represent less than 1/3 of the sales of automotive dealers. In other words, automotive dealers have over three times the sales as each of these types of retailers.
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23. In addition to the four utilities offered by most retailers in varying degrees, consumers may seek additional utilities such as __________.
a) entertainment, recreation or information
b) speed, recreation and taste
c) depth and breadth of line
d) price, value or durability
e) service, speed and taste
Ans: a
Feedback: In addition to the four utilities offered by most retailers in varying degrees, consumers may seek additional utilities such as entertainment, recreation or information.
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24. Wal-Mart's $351 billion of sales in 2006 surpassed the gross domestic product all but __________ countries for that same year.
a) 5
b) 12
c) 18
d) 23
e) 50
Ans: d
Feedback: Wal-Mart's $351 billion of sales in 2006 surpassed the gross domestic product of all but 23 countries for that same year.
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25. Outside the United States, large retailers include __________ in Japan, Carrefour in France, KarstadtQuelle in Germany and Marks & Spencer in Britain.
a) Daiei
b) Toshei
c) Seebi
d) Goshen
e) Toshi
Ans: a
Feedback: Outside the United States, large retailers include Daiei in Japan, Carrefour in France, KarstadtQuelle in Germany and Marks & Spencer in Britain.
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26. Which method of classifying retail outlets would be most appropriate for describing all franchise operations?
a) Form of ownership
b) Level of service
c) Merchandise line
d) Method of operation
e) Revenue generated
Ans: a
Feedback: Franchises are a form of ownership.
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27. Which of the following is a commonly used method of classifying retail outlets?
a) Service versus product
b) Form of ownership
c) Proportion of national brands carried
d) Revenue generated
e) Profitability
Ans: b
Feedback: Form of ownership is one of three ways retail outlets are classified. The other two include level of service and merchandise line.
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28. Independent retailers, corporate chains and contractual systems are all examples of retail outlets classified by __________.
a) level of service
b) form of ownership
c) merchandise line
d) method of operation
e) revenue generated
Ans: b
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29. Self, limited and __________ are the three levels of service provided to the customer by retailers.
a) independent
b) corporate
c) full
d) complete
e) concierge
Ans: c
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30. The type of __________ describes how many different types of products a store carries and in what assortment.
a) ownership
b) service
c) merchandise line
d) store layout
e) store design
Ans: c
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31. The number of different types of products a store carries and its product assortment is referred to as its __________.
a) level of service
b) method of operation
c) product variety
d) merchandise line
e) retailing mix
Ans: d
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32. In which form of retail outlet would customers be offered convenience, quality personal service and lifestyle compatibility?
a) Corporate chain
b) Administered system
c) Contractual system
d) Independent retailer
e) Sole incorporation
Ans: d
Feedback: The independent retailer provides convenience, quality personal service and lifestyle compatibility.
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33. Your neighborhood dry cleaner or florist is likely to be categorized according to its form of retail ownership as an independent retailer. This means it is owned by a(n) __________.
a) individual
b) conglomerate
c) consortium
d) corporation
e) cooperative
Ans:A

Feedback: The independent retailer provides convenience, quality personal service and lifestyle compatibility. The independent retailer is owned by an individual.
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34. A(n) __________ is a form of ownership that involves multiple outlets under common ownership.
a) corporate chain
b) consumer cooperative
c) contractual system
d) independent retailer
e) administered system
Ans: a
Feedback: A corporate chain involves multiple outlets under common ownership.
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35. Which of the following statements about corporate chains is true?
a) Corporate chains are multiple outlets under common ownership
b) Corporate chains usually use centralized decision making
c) Corporate chains are able to negotiate with suppliers for good service or volume discounts
d) Consumers benefit because there are multiple outlets with similar merchandise
e) All of the above statements about corporate chains are true
Ans: e
Feedback: Corporate chains are multiple outlets under common ownership, use centralized decision-making and are able to negotiate with suppliers for good service or volume discounts. Consumers benefit because there are multiple outlets with similar merchandise and consistent management policies.
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36. What does RFID stand for?
a) Required financial independence
b) Radio frequency identification
c) Real frequency identification
d) Required financial identification
e) Radio frequency independence
Ans: b
Feedback: RFID stands for radio frequency identification. The technology is used by retailers to improve the quality of information available about products.
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37. Which of the following is true about corporate chains?
a) It is an independent business owned by an individual.
b) Members cannot take advantage of volume discounts.
c) Centralization in decision making and purchasing is uncommon. 
d) Their large volume makes them strong negotiators. 
e) All of the above are true about corporate chains.

Ans: d
Feedback: The large volume of a corporate chain makes it a strong negotiator. 
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38. __________ involve independently owned stores that band together to act like a chain.
a) Corporate chains
b) Cooperative marketing systems
c) Contractual systems
d) Regional shopping centers
e) Franchises
Ans: c
Feedback: A contractual system involves independently owned stores that band together to act like a chain.
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39. __________ involves independently owned stores that band together to act like a chain.
a) An administered system
b) A contractual system
c) Vertical integration
d) A franchise
e) A corporate system
Ans: b
Feedback: A contractual system involves independently owned stores that band together to act like a chain.
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40. Lighting-One is a national ___________ that allows its independent members, retailers of lighting fixtures, to concentrate their buying power and to plan collaborative promotional and pricing activities.
a) administered system
b) contractual system
c) vertically integrated chain
d) franchised operation
e) corporate system
Ans: b
Feedback: A contractual system involves independently owned stores that band together to act like a chain, the situation here with Lighting-One.
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41. Franchising is a type of __________.
a) administered system
b) contractual system
c) vertically integrated chain
d) retail-sponsored cooperative
e) corporate system
Ans: b
Feedback: In a franchise system an individual or firm (the franchisee) contracts with a parent company (the franchisor) to set up a business or retail outlet. The three kinds of contractual systems are retailer-sponsored cooperatives, wholesaler-sponsored voluntary chains and franchises.
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42. Franchising is attractive for the franchisee because __________.
a) it gives the franchisee complete control over the delivery and presentation of merchandise
b) the license fees paid to the franchisor are the only fees the franchisee pays
c) it relieves the franchisee from any company or product liabilities
d) it offers the franchisee the opportunity to enter into a well-known, established business where managerial advice is provided
e) the franchisee is completely his or her own boss
Ans: d
Feedback: Franchising is attractive because it offers an opportunity for people to enter a well-known, established business for which managerial advice is provided. Also, the franchise fee may be less than the cost of setting up an independent business.
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43. Franchising is attractive for the franchisee because __________.
a) it gives the franchisee complete control over the delivery and presentation of merchandise
b) the license fees paid to the franchisor are the only fees the franchisee pays
c) it relieves the franchisee from any company or product liabilities
d) it the franchise fee may be less than the cost of setting up an independent business
e) the franchisee is completely his or her own boss
Ans: d
Feedback: Franchising is attractive because it offers an opportunity for people to enter a well-known, established business for which managerial advice is provided. Also, the franchise fee may be less than the cost of setting up an independent business.
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44. As a franchisor, Radio Shack would assist a franchisee in __________.
a) selecting the store location
b) setting up the store
c) advertising
d) training personnel
e) doing all of the above
Ans: e
Feedback: The franchisor usually assists in selecting the location, setting up the store or facility, advertising and training personnel. In addition, a good franchisor will try to enhance recognition of the franchise name.
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45. As a business format franchisor, McDonald's provides step-by-step procedures for most aspects of the business and __________.
a) provides an accounting system to pay the franchisee bills promptly
b) shops for the best food values
c) maintains the property
d) provides guidelines for the most likely decisions a franchisee will face
e) disciplines dishonest employees
Ans; D

Feedback: The franchisor usually assists in selecting the location, setting up the store or facility, advertising and training personnel.
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46. Organizations that decide to franchise (franchisors) have __________ expansion costs in opening new outlets accompanied by __________ control compared to owning their own retail outlets.
a) greater; greater
b) greater; reduced
c) reduced; greater
d) reduced; reduced
e) greater; about the same
Ans: d
Feedback: Compared to owning the retail outlets, franchisors have both reduced expansion costs and control by franchising.
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47. According to Figure 17-3, which type of franchise has the most outlets?
[image: image4.wmf]
a) Subway
b) Dunkin Donuts
c) Jackson Hewitt
d) 7-Eleven
e) UPS Store
Ans: d
Feedback: Figure 17-3 shows that 7-Eleven is the largest with the number of franchises at 31,600.

Page: 442, figure 17-3

Learning Objective: 1
48. According to Figure 17-3, which type of franchise is most likely the least expensive to open?
[image: image5.wmf]
a) Subway
b) Dunkin Donuts
c) Jackson Hewitt
d) 7-Eleven
e) UPS Store
Ans: c
Feedback: Figure 17-3 shows that Jackson Hewitt is most likely the least expensive to open with startup costs between $49,000 and $92,000.
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49. What is the fastest growing franchise according to the text?
[image: image6.wmf]
a) Subway
b) Curves
c) 7-11
d) Quizno's
e) Jackson Hewitt Tax Service
Ans: a
Feedback: Figure 17-3 shows that Subway is the fastest-growing franchise with 26,000 locations, including 4,000 stores outside of the U.S.
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50. Off-price retailers, retail clubs and grocery stores provide what level of retail service?
a) Full-service
b) Limited service
c) Self-service
d) Customized service
e) Functional service
Ans: c
Feedback: Self-service requires that the customers perform many functions and little is provided by the outlet. All the retailers mentioned in the question are at the self-service end of the level-of-service continuum.
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51. __________ requires that the customers perform many functions and little is provided by the outlet.
a) Full-service
b) Limited service
c) Self-service
d) Customized service
e) Functional service
Ans: c
Feedback: Self-service requires that the customers perform many functions and little is provided by the outlet.
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52. Dominion is a Canadian supermarket. Recently, it began its Baby Club program, which mails members a $20 gift certificate when they purchase a certain dollar amount of infant products. By offering this and similar loyalty-type programs, Dominion is trying to __________.
a) move from limited service to full-service
b) move from self-service to full-service
c) become more self-service
d) move from self-service to limited service
e) offer full-service at self-service prices
Ans: c
Feedback: Self-service requires that the customers perform many functions and little is provided by the outlet. Limited-service outlets provide some services, such as credit and merchandise return, but not others, such as clothing alterations. Supermarkets are typically self-service, but by offering loyalty programs—an extra service—Dominion is attempting to move to a limited-services strategy.
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53. General merchandise stores such as Wal-Mart, Kmart and Target are usually considered __________ outlets.
a) full-service
b) limited service
c) self-service
d) customized service
e) functional service
Ans: b
Feedback: Limited-service outlets provide some services, such as credit and merchandise return, but not others, such as clothing alterations. General merchandise stores such as Wal-Mart, Kmart and Target are usually considered limited service outlets.
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54. A specialty retail store carries a broad selection of small kitchen appliances. It has an informed staff and will even gift-wrap your purchases free of charge. It does not, however, have a shop for repairs should your appliances need maintenance. This store offers __________.
a) exclusive service
b) economies-of-scale service
c) self-service
d) limited service
e) full-service
Ans: e
Feedback: Full-service retailers, which include most specialty stores and department stores, provide many services to their customers.
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55. Williams-Sonoma is a specialty store that caters to customers who want to cook at home. It offers free cooking classes, has frequent demonstrations by cookbook authors and has employees who are knowledgeable about food preparation. The sales staff helps customers make their selections. Williams-Sonoma offers its customers __________.
a) exclusive service
b) economies-of-scale service
c) self-service
d) limited service
e) full-service
Ans: e
Feedback: Full-service retailers, which include most specialty stores and department stores, provide many services to their customers.
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56. __________ retailers, which include most specialty stores and department stores, provide many services to their customers.
a) Exclusive service
b) Economies-of-scale service
c) Self-service
d) Limited service
e) Full-service
Ans: e
Feedback: Full-service retailers, which include most specialty stores and department stores, provide many services to their customers.
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57. Specialty stores and department stores are frequently categorized by which level of service?
a) Exclusive service
b) Minimal service
c) Self-service
d) Limited service
e) Full-service
Ans: e
Feedback: Full-service retailers, which include most specialty stores and department stores, provide many services to their customers.
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58 A Woman's Place is a retail store, created and staffed by women, that offers products and services relating to maternity needs. In addition, for expectant mothers it offers advice, personal shopping services, help with hair and/or make-up problems and free delivery. A Woman's Place is an example of a __________ retailer.
a) exclusive service
b) minimal service
c) self-service
d) product-service mix
e) full-service
Ans: e
Feedback: Full-service retailers, which include most specialty stores and department stores, provide many services to their customers.
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59. At which level of service would the retail customer perform the least number of functions?
a) Exclusive service
b) Selective service
c) Self-service
d) Limited service
e) Full-service
Ans: e
Feedback: Full-service retailers, which include most specialty stores and department stores, provide many services to their customers.
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60. When a store carries a large assortment of each item it sells it is referred to as having __________.
a) a retailing mix
b) depth of product line
c) breadth of product line
d) a limited level of service
e) an exclusive method of operation
Ans: b
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61. Depth of product line refers to ___________ a store carries.
a) the quality of merchandise
b) the variety of different items
c) the assortment of each item
d) the physical size, from large to small, of products
e) the price lines of products
Ans: c
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62. Your local Hallmark retailer carries thousands of greeting cards. You can find cards for a twin birthday, for name day, from my cat to yours and many other unique titles. This is an example of the _________ your Hallmark retailer carries.
a) depth of product line
b) breadth of product line
c) variety of product line
d) versatility of product line
e) product mix
Ans: a
Feedback: Depth of product line mans that the store carries a large assortment of each item, such as specific and unusual titles of greeting cards.
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63. The variety of different items a store carries is referred to as __________.
a) retailing mix
b) depth of product line
c) breadth of product line
d) level of service
e) method of operation
Ans: c
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64. Breadth of product line refers to ___________ a store carries.
a) the quality of merchandise
b) the variety of different items
c) a wide assortment of a few related items
d) the physical size, from large to small, of products
e) the price lines of products
Ans: b
Page: 470

Learning Objective: 2
65 Keepsake Quilting is a large retail and mail order quilting shop. It carries over 10,000 bolts of cotton fabric used in quilting. It also carries other quilting supplies such as rulers, batting, embellishments and the like. It specializes in all types of supplies and fabric for the home quilter. Keepsake Quilting's product like would be described as __________ and __________.
a) narrow; narrow
b) narrow; broad
c) narrow; deep
d) broad; deep
e) broad; shallow
Ans: c
Feedback: Keepsake Quilting is a specialty store, which carries significant depth of a very limited number of different products (narrow; deep).
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66. Stores that carry a considerable assortment (depth) of a related line of items are called __________.
a) limited-line stores
b) general merchandise stores
c) scrambled merchandise stores
d) hypermarkets
e) intertype outlet
Ans: a
Feedback: Stores that carry a considerable assortment (depth) of a related line of items are limited-line stores.
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67. Victoria's Secret, a nationwide chain, carries great depth in women's lingerie. Victoria's Secret is an example of a __________.
a) limited line store
b) single-line store
c) intertype outlet
d) general merchandise store
e) single distribution
Ans: b
Feedback: A store that carries a tremendous depth in one primary line of merchandise is called a single-line store, the situation with Victoria's Secret.
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68. Limited- and single-line stores are often referred to as __________.
a) specialty outlets
b) general merchandise stores
c) scrambled merchandise stores
d) intertype outlets
e) hypermarkets
Ans: a
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69. Mike's Camera is a retailer that carries a full line of professional and amateur camera equipment, develops all types of film and digital photos and sells darkroom equipment. Mike's Camera is an example of a(n) __________.
a) specialty outlet
b) general merchandise store
c) scrambled merchandise store
d) intertype outlet
e) hypermarket
Ans: a
Feedback: Mike's Camera carries a tremendous depth in one primary line of merchandise, a characteristic of specialty outlets.
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Learning Objective: 2
70. A type of retail outlet that focuses on one type of product at very competitive prices and often dominates the market is called a __________.
a) general merchandise store
b) specialty outlet
c) hypermarket
d) category killer
e) regional dominator
Ans: d
Feedback: Text term definition—category killer
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71. Specialty discount outlets focus on one type of product, such as office supplies (Staples) or electronics (Best Buy), at very competitive prices. They are referred to as __________ because they often dominate the market.
a) hypermarkets
b) category killers
c) regional dominators
d) megamarkets
e) discriminant players
Ans: b
Feedback: Specialty discount outlets focus on one type of product, such as electronics (Best Buy), office supplies (Staples) or books (Barnes and Noble) at very competitive prices. These outlets are referred to in the trade as category killers because they often dominate the market.
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Learning Objective: 2
72. __________ are stores that carry a broad product line with limited depth.
a) Limited line stores
b) General merchandise stores
c) Scrambled merchandise stores
d) Hypermarkets
e) Intertype outlets
Ans: b
Feedback: Text term definition—general merchandise stores
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Learning Objective: 2
73. Stores like Dillard's, Macy's and Neiman Marcus carry a wide range of different types of products but not unusual sizes. They are known as __________.
a) limited line stores
b) general merchandise stores
c) scrambled merchandise stores
d) hypermarkets
e) intertype outlets
Ans: b
Feedback: Dillard's, Macy's and Neiman Marcus carry a broad product line, with limited depth and are referred to as general merchandise stores.
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Learning Objective: 2
74. __________ involves offering several unrelated product lines in a single store.
a) Intertype competition
b) Dual channel marketing
c) Scrambled merchandising
d) Disintermediation
e) Dual distribution
Ans: c
Feedback: Key term definition—scrambled merchandising
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Learning Objective: 2
75. A drug store that sells pharmaceuticals, beauty aids, camera equipment, nonperishable grocery items and automobile motor oil is an example of a retailer using __________.
a) cross-docking
b) full-service
c) scrambled merchandising
d) disintermediation
e) dual channel marketing
Ans: c
Feedback: Scrambled merchandising is offering several unrelated product lines in a single store, the situation here.
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Learning Objective: 2
76. Which type of store gives shoppers the greatest variety of merchandise?
a) A specialty clothing store
b) A limited line gift store
c) A hypermarket
d) A clothing outlet
e) A discount store
Ans: c
Feedback: Hypermarkets offer a form of scrambled merchandising by carrying many unrelated product lines in a single store.
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Learning Objective: 2
77. Hypermarkets are __________.
a) intertype-competition general merchandise stores
b) limited-service outlets focusing on general merchandise like that offered in department stores
c) category killers that specialize in electronics
d) shopping malls anchored by four or more department stores such as Sear's or Nordstrom's
e) large stores with more than 200,000 square feet with a mix of food and general merchandise with low prices
Ans: e
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Learning Objective: 2
78. Mejeirs is a chain of hypermarkets headquartered in Michigan, which means it __________.
a) engages in no intertype competition
b) is a disintermediator
c) uses scrambled merchandising
d) can also be called a category killer
e) uses dual distribution
Ans: c
Feedback: Hypermarkets are large stores (more than 200,000 square feet) based on a simple concept: Offer consumers everything in a single outlet, eliminating the need to stop at more than one location. They practice scrambled merchandising, offering unrelated product lines in a single store.
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79. __________ are large stores (over 200,000 square feet) which offer consumers everything in a single outlet, eliminating the need to stop at more than one location.
a) Discount wholesalers
b) Discount retailers
c) Hypermarkets
d) Supermarkets
e) Retail cooperatives
Ans: c
Feedback: Hypermarkets are large stores (over 200,000 square feet) which offer consumers everything in a single outlet, eliminating the need to stop at more than one location.
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Learning Objective: 2
80. In Europe, stores called __________ are based on the concept of one-stop shopping for consumers. Such retail stores, which use scrambled merchandising, typically encompass over 200,000 square feet of floor space and offer quality, variety and low price for food and groceries and general merchandise.
a) megamarkets
b) hypermarkets
c) one-stop markets
d) euromarkets
e) supercenters
Ans: b
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Learning Objective: 2
81. A supercenter __________.
a) is an auto service center that sells and leases cars as well as repairs them
b) is a type of specialty outlet
c) combines a typical merchandise store with a full-size grocery
d) is a mall with more than 100 stores and several important anchor stores
e) is another name for a hypermarket
Ans: c
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Learning Objective: 2
82. Competition between very dissimilar types of retail outlets that carry some of the same kind of merchandise is referred to as __________.
a) breadth of line
b) intertype competition
c) scrambled merchandising
d) multi-service merchandising
e) dual distribution
Ans: b
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Learning Objective: 2
83. Fresh-cut flowers that only used to be available from florists can now be purchased at neighborhood supermarkets. This is an example of __________.
a) dysfunctional competition
b) mixed-line merchandising
c) multi-product marketing
d) intertype competition
e) intertype merchandising
Ans: d
Feedback: Intertype competition is competition between dissimilar types of retail outlets that carry some of the same kind of merchandise.
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Learning Objective: 2
84. Many supermarkets have in-store restaurants where a customer can buy prepared meals to take home or eat there. Supermarkets and restaurants that provide these same kinds of meals are engaged in __________ competition.
a) institutional
b) intermodal
c) intertype
d) functional
e) selective
Ans: c
Feedback: Intertype competition is competition between dissimilar types of retail outlets that carry some of the same kind of merchandise.
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85. __________ retailing occurs outside a retail outlet, such as through direct marketing, direct selling and automatic vending.
a) Limited-line
b) Nonstore
c) Scrambled merchandise
d) Hypermarket
e) Intertype
Ans: b
Feedback: Nonstore retailing occurs outside a retail outlet through activities that involve varying levels of customer and retailer involvement.
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Learning Objective: 3
86. Which of the following is an example of nonstore retailing?
a) Hypermarkets
b) Supercenters
c) Shopping centers
d) Vending machines
e) General merchandise stores
Ans: d
Feedback: Nonstore retailing occurs outside a retail outlet, such as through direct marketing (mail order, vending machines, computer and television home shopping,) and direct selling.
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Learning Objective: 3
87. University buildings that do not have stores that are open during evening and weekend class times are good locations for which type of nonstore retailing?
a) Catalog and direct mail
b) Online retailing
c) Telemarketing
d) Automatic vending
e) All of the above
Ans: d
Feedback: Vending machines make it possible to serve customers when and where stores cannot. Newspapers have long been available from vending machines, but hot and cold drinks, snacks and small convenience products are all sold through vending machines as well.
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88. Prices in vending machines tend to be higher because __________.
a) machines are placed in high demand areas
b) maintenance and operating costs are high
c) only small unit volume items are sold
d) customary pricing requires certain coin amounts regardless of markup
e) most people do not buy from vending machines
Ans: b
Feedback: Machine maintenance, location leases and operating costs can add to the cost of the products, so prices in vending machines tend to be higher than those in stores.
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89. Vending machines are an example of __________.
a) hypermarkets
b) direct mail
c) scrambled merchandising
d) nonstore retailing
e) intertype competition
Ans: d
Feedback: Nonstore retailing includes vending machines which make it possible to serve customers when and where stores cannot.
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90. The marketing managers at Omaha Steaks used airlines' databases to mail a special offer to frequent flyers. Eight weeks after shipping the steaks to the frequent flyers who placed orders as a result of the initial offer, the company's salespeople followed up by telephoning customers to ask for new orders. This is an example of which types of nonstore retailing?
a) Direct mail and telemarketing
b) Direct selling and telemarketing
c) Telemarketing and online retailing
d) Online retailing and automatic vending
e) Automatic vending and direct selling
Ans: a
Feedback: Omaha Steaks used direct mail to gain new customers throughout North America. It enclosed a catalog with the order and followed up by telemarketing to retain the customers now in their database.
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Learning Objective: 3
91. The Country Curtains mail order catalog is an example of __________ retailing.
a) intrusive
b) intertype
c) scrambled
d) nonstore
e) hypermarket
Ans: d
Feedback: Direct-mail and catalog retailing is an attractive form of nonstore retailing because it eliminates the cost of a store and clerks.
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92. Direct mail and catalog retailing are examples of __________.
a) hypermarkets
b) vending machines
c) scrambled merchandising
d) online retailing
e) nonstore retailing
Ans: e
Feedback: Direct-mail and catalog retailing is an attractive form of nonstore retailing because it eliminates the cost of a store and clerks.
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93. Which of the following currently have caused catalog retailers to focus on proven customers rather than prospective customers?
a) Large number of catalogs mailed each year
b) Postal rate increases
c) Increase in number of specialty catalogs targeted to market niches
d) Traditional retailers are adding catalog operations
e) All of the above have caused catalog retailers to focus on proven customers rather than prospective customers
Ans: e
Feedback: The competition combined with increases in postal rates has caused catalog retailers to focus on proven customers rather than prospective customers.
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94. Jim Smith is an avid fly fisherman who lives in Deer Key, FL. For his hobby, Jim needs large rubber rafts, chest and hip waders, special fishing rods, reels and line and an assortment of fishing tackle and lures. There are no sporting goods stores in Deer Key, so Jim orders his fishing supplies from an L. L. Bean catalog. His supplies are generally delivered to his home within 72 hours. Jim is using a __________ to satisfy his fishing supply needs.
a) home delivery retailer
b) quick response retailer
c) direct mail marketer
d) flex response marketer
e) regional marketer
Ans: c
Feedback: Direct mail marketing creates value by providing a fast and convenient means of making a purchase.
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Learning Objective: 3
95. QVC is a television home shopping network. It generates sales of more than $6.5 billion from its 42 million customers by __________.
a) offering 250 new products each week
b) restricting purchases only through Mall of America
c) broadcasting live 200 days per year
d) broadcasting Monday-Friday every week
e) all of the above
Ans: a
Feedback: QVC generates its sales by offering 250 new products each week and by broadcasting live 24 hours each day, 364 days a year, reaching 151 million households in the U.S., U.K., Germany and Japan.
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Learning Objective: 3
96. QVC is a television home shopping network. It generates sales of more than $6.5 billion from its 42 million customers by __________.
a) broadcasting live 24 hours each day
b) restricting purchases only through Mall of America
c) broadcasting live 200 days per year
d) broadcasting Monday-Friday every week
e) all of the above
Ans: a
Feedback: QVC generates its sales by offering 250 new products each week and by broadcasting live 24 hours each day, 364 days a year, reaching 151 million households in the U.S., U.K., Germany and Japan.
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Learning Objective: 3
97. QVC is a television home shopping network. It generates sales of more than $6.5 billion from its 42 million customers by __________.
a) reaching households in the U.S., U.K., Germany and Japan
b) restricting purchases only through Mall of America
c) broadcasting live 200 days per year
d) broadcasting Monday-Friday every week
e) all of the above
Ans: a
Feedback: QVC generates its sales by offering 250 new products each week and by broadcasting live 24 hours each day, 364 days a year, reaching 151 million households in the U.S., U.K., Germany and Japan.

Page: 473

Learning Objective: 3
98. What advantage does online retailing offer the typical customer?
a) Online retailing creates time utility
b) Online retailing allows comparison shopping
c) Online retailing provides customers with in-home privacy
d) Online retailing provides customers with a great variety of products to choose from
e) All of the above statements describe advantages of online retailing
Ans: e
Feedback: Online retailing allows consumers to search for, evaluate and order products through the Internet. For many consumers the advantages of this form of retailing are the 24-hour access, the ability to comparison shop, in-home privacy and variety.
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99. Online retail purchases can be the result of several very different approaches. Which of the following would be one approach to making a retail purchase online?
a) Becoming a member of an online discount service
b) Using a shopping "bot"
c) Going directly to online malls
d) Using an online auction
e) All of the above are ways to make a retail purchase online
Ans: e
Feedback: Online retail purchases can be the result of becoming a member on an online discount service, using a shopping "bot", going directly to online malls and using an online auction.
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100. One of the biggest problems an online retailer faces is __________.
a) an inability to create time utility
b) customers' tendencies to get to the checkout and leave the website without concluding the purchase
c) its inability to allow comparison shopping
d) the difficulty of actually placing the online purchase
e) all of the above
Ans: b
Feedback: One of the biggest problems online retailers face is that nearly two-thirds of online shoppers make it to "checkout" and then leave the website to compare shipping costs and prices on other sites.
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101. Experts suggest that online retailers should think of their websites as __________ if they are to attract and retain customers.
a) cash cows
b) dynamic billboards
c) print advertisements
d) a retail store
e) all of the above
Ans: b
Feedback: Experts suggest that online retailers should think of their websites as dynamic billboards if they are to attract and retain customers.
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Learning Objective: 3
102. A smack is a __________.
a) type of breakfast cereal
b) method of cell phone communication
c) a group of subscribers to the same phone service
d) a group of jellyfish
e) none of the above
Ans: d
Feedback: The Going Online box defines a smack as a group of jellyfish!
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103. Jellyfish.com recently introduced the new form of __________.
a) internet browsing
b) reverse auction
c) forward auction
d) B2B communication
e) B2C advertising
Ans: b
Feedback: Jellyfish.com recently introduced the new form of reverse auction where sellers compete for buyers by offering increasing discounts. Shoppers participate in online sales that start with 0 percent discount and steadily increase toward 100 percent.
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Learning Objective: 3
104. What is the term for the form of direct marketing that involves using the telephone to interact with and sell directly to consumers?
a) Telemetry
b) Teletype
c) Telephony
d) Telemarketing
e) Videophone
Ans: d
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Learning Objective: 3
105. As the use of telemarketing grows, __________, ethical guidelines and industry standards have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
a) product quality
b) price differences
c) on-time delivery
d) the choice of language to use
e) consumer privacy
Ans: e
Feedback: As the use of telemarketing grows, consumer privacy, ethical guidelines and industry standards have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
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Learning Objective: 3
106. As the use of telemarketing grows, consumer privacy, __________ and industry standards have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
a) product quality
b) price differences
c) on-time delivery
d) the choice of language to use
e) ethical guidelines
Ans: e
Feedback: As the use of telemarketing grows, consumer privacy, ethical guidelines and industry standards have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
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Learning Objective: 3
107. As the use of telemarketing grows, consumer privacy, ethical guidelines and __________ have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
a) product quality
b) price differences
c) on-time delivery
d) the choice of language to use
e) industry standards
Ans: e
Feedback: As the use of telemarketing grows, consumer privacy, ethical guidelines and industry standards have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
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Learning Objective: 3
108. Which of the following statements about telemarketing is true?
a) Shopping bots are computers that place automated telemarketing calls
b) Direct mail is typically viewed as more efficient than telemarketing
c) Telemarketing has declined in popularity as companies have searched for ways to decrease costs
d) As the use of telemarketing grows, industry standards for telemarketing have become a greater concern
e) All of the above statements about telemarketing are true
Ans: d
Feedback: As the use of telemarketing grows, consumer privacy, ethical guidelines and industry standards have become a topic of discussion among consumers, Congress, the Federal Trade Commission (FTC) and businesses.
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Learning Objective: 3
109. Which of the following statements about direct selling is true?
a) Unlike other forms of nonstore retailing, direct selling takes place in the business market
b) Direct selling is only found in the United States
c) Direct selling succeeds because it provides customers with convenience and personalized service
d) In the United States, direct sales have been growing rapidly
e) By definition, direct selling can only take place in a home
Ans: c
Feedback: Direct selling sometimes called door-to-door retailing, involves direct sales of goods and services to consumers through personal interactions and demonstrations in their home or office.
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Learning Objective: 3
110. _______ has contributed to a fairly large volume of consumer sales, particularly in countries such as Japan, South Korea and Malaysia.
a) Telemarketing
b) Television home shopping
c) Online retailing
d) Direct selling
e) Vending machines

Ans; D
Feedback: Direct selling has contributed to a fairly large volume of consumer sales (Figure 17-6). 
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Learning Objective: 3
111. Direct selling is likely to continue have strong growth in markets __________.
a) for menswear
b) where convenience is not important
c) where there is a lack of effective distribution channels
d) in which consumers are knowledgeable shoppers
e) that have an excellent infrastructure
Ans: c
Feedback: Growth in the direct selling industry is the result of two trends. First, many direct selling retailers are expanding into markets outside of the United States. Direct selling is likely to continue to grow in markets where the lack of effective distribution channels increases the importance of door-to-door convenience and where the lack of consumer knowledge about products and brands will increase the need for a person-to-person approach. Second, a number of companies are using direct selling to reach consumers who prefer one-on-one customer service and a social shopping experience rather than online shopping or big discount stores.
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Learning Objective: 3
112. Direct selling is likely to continue to grow in markets __________.
a) outside the United States
b) where convenience is not important
c) where there are effective distribution channels
d) in which consumers are knowledgeable shoppers
e) that have an excellent infrastructure
Ans: a
Feedback: Growth in the direct selling industry is the result of two trends. First, many direct selling retailers are expanding into markets outside of the United States. Direct selling is likely to continue to grow in markets where the lack of effective distribution channels increases the importance of door-to-door convenience and where the lack of consumer knowledge about products and brands will increase the need for a person-to-person approach. Second, a number of companies are using direct selling to reach consumers who prefer one-on-one customer service and a social shopping experience rather than online shopping or big discount stores.
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Learning Objective: 3
113. Direct selling is likely to continue to grow in markets __________.
a) for furniture
b) where convenience is important
c) where there are effective distribution channels
d) in which consumers are knowledgeable shoppers
e) that have an excellent infrastructure
Ans: b
Feedback: Growth in the direct selling industry is the result of two trends. First, many direct selling retailers are expanding into markets outside of the United States. Direct selling is likely to continue to grow in markets where the lack of effective distribution channels increases the importance of door-to-door convenience and where the lack of consumer knowledge about products and brands will increase the need for a person-to-person approach. Second, a number of companies are using direct selling to reach consumers who prefer one-on-one customer service and a social shopping experience rather than online shopping or big discount stores.
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114. Which of the following statements about direct selling is true?
a) Growth in direct selling is the result of two trends
b) Many direct selling retailers are expanding into markets outside of the U.S.
c) Direct selling is growing in markets where consumers lack product knowledge
d) Direct selling is growing when consumers prefer a social shopping experience
e) All of the above statements about direct selling are true
Ans: e
Feedback: Growth in the direct selling industry is the result of two trends. First, many direct selling retailers are expanding into markets outside of the United States. Direct selling is likely to continue to grow in markets where the lack of effective distribution channels increases the importance of door-to-door convenience and where the lack of consumer knowledge about products and brands will increase the need for a person-to-person approach. Second, a number of companies are using direct selling to reach consumers who prefer one-on-one customer service and a social shopping experience rather than online shopping or big discount stores.
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Learning Objective: 3
115. The _________ is a means of positioning retail outlets in terms of the breadth of their product line and value added.
a) BCG growth share matrix
b) payoff table
c) market-product grid
d) retail positioning matrix
e) service pyramid
Ans: d
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Learning Objective: 4
116. One dimension of the retail positioning matrix is breadth of product line and the other is __________.
a) depth of line
b) relative market share
c) value added
d) revenue generated
e) stage in the product life cycle
Ans: c
Feedback: The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers).
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Learning Objective: 4
117. One dimension of the retail positioning matrix is value added and the other is __________.
a) depth of product line
b) relative market share
c) breadth of product line
d) revenue generated
e) stage in the product life cycle
Ans: c
Feedback: The second dimension is breadth of the product line, the range of products sold through each outlet.

Page: 477

Learning Objective: 4
118. The value added dimension of the retail positioning matrix includes elements such as __________.
a) direct ordering from television infomercials
b) prompt mail-order delivery
c) breadth of product line
d) moderate levels of service
e) location
Ans: e
Feedback: The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers).
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Learning Objective: 4
119. The value added dimension of the retail positioning matrix includes elements such as __________.
a) direct ordering from television infomercials
b) prompt mail-order delivery
c) breadth of product line
d) moderate levels of service
e) product reliability
Ans: e
Feedback: The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers).
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Learning Objective: 4
120. The value added dimension of the retail positioning matrix includes elements such as __________.
a) direct ordering from television infomercials
b) prompt mail-order delivery
c) breadth of product line
d) moderate levels of service
e) prestige
Ans: e
Feedback: The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers).
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121. To successfully position a retail store, it __________.
a) must be in an MSA with at least one other competitor in the same industry
b) must have an identity that is perceived by consumers to have some advantage over its competitors
c) should be located in either a strip location or in a regional shopping mall
d) must be in an area where the average per capita income meets or exceeds the national average
e) must offer the only service or product of its kind within a radius that contains one-eighth of the local population
Ans: b
Feedback: Positioning is the place a product (or retail store) occupies in the mind of the consumer when compared with other products (or retail stores). A retail store must have an identity perceived by consumers as having some advantage over its competitors.
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Learning Objective: 4
122. Which of the following stores would best fit in quadrant "A" shown in Figure 17-8?
[image: image7.wmf]
a) Kmart
b) Payless Shoe Source
c) Dillard's department store
d) Bergdorf Goodman department store
e) A large automobile dealer
Ans: a
Feedback: The first dimension is breadth of product line. Kmart has a very broad product line. The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers). Kmart is low on the value added dimension.

Page: 478

Learning Objective: 4
123. Which of the following stores would best fit in quadrant "B" shown in Figure 17-8?
[image: image8.wmf]
a) Kmart
b) Payless Shoe Source
c) 7-Eleven
d) Bergdorf Goodman department store
e) A large automobile dealer
Ans: c
Feedback: The first dimension is breadth of product line. 7-Eleven has a very broad product line. The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers). Kmart is low on the value added dimension.
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124. Which of the following stores would best fit in quadrant "C" shown in Figure 17-8?
[image: image9.wmf]
a) Kmart
b) Payless Shoe Source
c) Dillard's department store
d) Bergdorf Goodman department store
e) A large automobile dealer
Ans: b
Feedback: The first dimension is breadth of product line. Payless has a very narrow product line. The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers). Payless is low on the value added dimension.
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125. Which of the following stores would best fit in quadrant "D" shown in Figure 17-8?
[image: image10.wmf]
a) Kmart
b) Payless Shoe Source
c) Dillard's department store
d) Tiffany & Co
e) A large automobile dealer
Ans: d
Feedback: The first dimension is breadth of product line. Tiffany & Co. has a very narrow product line. The second dimension is value added and includes elements such as location (as with 7-Eleven stores), product reliability (as with Holiday Inn or McDonald's) or prestige (as with Saks Fifth Avenue or Brooks Brothers). Tiffany & Co. is high on the value added dimension.
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126. You are developing a retailing strategy for a new women's clothing store. Your strategy should consider __________.
a) positioning the store based on the retail positioning matrix of breadth of product line and value added
b) the prices you will charge
c) establishing a retail image that differentiates the store from its chief competitors
d) selecting merchandise that will appeal to your target market
e) all of the above
Ans: e
Feedback: As shown in Figure 17-7 retailing strategy includes positioning the retail store using the retailing mix. The retailing mix includes activities related to managing the store and the merchandise in the store. The retailing mix is similar to the marketing mix and includes retail pricing, store location, retail communication and merchandise.
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Learning Objective: 4
127. The retail pricing, store location, merchandise and the communication mix chosen by a store are known collectively as the __________.
a) wheel of retailing
b) distribution mix
c) consumer-retailer matrix
d) retailing mix
e) retailing triad
Ans: d
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Learning Objective: 4
128. When developing marketing strategies, marketing managers use the elements of the marketing mix, which includes product, price, place and promotion. The marketer can effectively control these elements to develop marketing strategies and to change those strategies in response to environmental changes. In a similar fashion, when developing retailing strategies, marketers use what is called the retailing mix, which includes __________.
a) retail pricing, store location, retail communication and merchandise
b) goods and services, promotions and communications
c) physical distribution, promotions and communications
d) physical distribution, products and personal selling
e) products, price and personal selling
Ans: e
Feedback: As shown in Figure 17-7 the retailing mix includes activities related to managing the store and the merchandise in the store. The retailing mix is similar to the marketing mix and includes retail pricing, store location, retail communication and merchandise.
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Learning Objective: 4
129. Which of the following is NOT an element of the retailing mix?
a) Retail pricing
b) Store location
c) Segmentation
d) Communications
e) Merchandise
Ans: c
Page: 477

Learning Objective: 4
130. Markup is __________.
a) the difference between the final selling price and how the customer values the product
b) selling brand name merchandise at lower than regular prices
c) the amount added to the cost the retailer paid for a product to reach the final selling price
d) the difference between the retail cost and initial selling price
e) the reduction in retail price, usually expressed as a percentage equal to the amount reduced, divided by the original price and multiplied by 100
Ans: c
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Learning Objective: 4
131. Original markup is __________.
a) the difference between the final selling price and the retailer's cost
b) selling brand name merchandise at lower than regular prices
c) the difference between the retailer's cost and the initial selling price
d) the amount added by the manufacturer to achieve the desired retail price
e) the reduction in retail price, usually expressed as a percentage equal to the amount reduced, divided by the original price and multiplied by 100
Ans: c
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Learning Objective: 4
132. A retailer bought a collectible Precious Moments figurine for $26. She sets the initial selling price at $60. The final selling price was $52. What was the original markup?
a) $34
b) $48
c) $16
d) $8
e) cannot be determined because manufacturer's cost is not given
Ans: a
Feedback: Original markup is the difference between retailer's cost ($26) and initial selling price ($60) or $34.
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133. Maintained markup is __________.
a) the difference between the final selling price and the retailer's cost
b) selling brand name merchandise at lower than regular prices
c) the amount added to the cost the retailer paid for a product to reach the final selling price
d) the amount added by the manufacturer to achieve the desired retail price
e) the reduction in retail price, usually expressed as a percentage equal to the amount reduced, divided by the original price and multiplied by 100
Ans: a
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Learning Objective: 4
134. A retailer buys a painting for $200. She sets the price at $450. When the painting doesn't sell after two months, she raises the price to $800 to appeal to a different market. The painting sells for $800 the next day. What is the maintained markup?
a) $250
b) $350
c) $450
d) $600
e) Cannot be determined because of insufficient information
Ans: d
Feedback: Maintained markup is the difference between the retailer's cost and the final selling price, which is also called gross margin.
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Learning Objective: 4
135. Another term for gross margin is __________.
a) original markup
b) maintained markup
c) markdown
d) off-price
e) discount price
Ans: b
Feedback: Gross margin, also called maintained markup is the difference between the retailer's cost and the final selling price.
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Learning Objective: 4
136. The largest inventory of wedding dresses in the Southeast can be found at Low's Bridal and Formal in Brinkley, Arkansas. From December 26 to January 16, a prospective bride shopping at Low's can find gowns once priced at $6,000 for $2,999, $800 gowns for $400 and many other __________.
a) markdowns
b) compressed markups
c) maintained markups
d) inventory shrinkages
e) gross markups
Ans: a
Feedback: Markdowns occur when the item does not sell at the original price and a price adjustment is necessary—the situation described here.
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Learning Objective: 4
137. When retailers set prices on new models or styles of products, the price of existing models must often be __________.
a) marked up
b) marked down
c) off-priced
d) value-added
e) maintained
Ans: b
Feedback: Discounting a product or taking a markdown, occurs when the product does not sell at the original price and an adjustment is necessary. Often new models or styles force the price of existing models to be marked down. Discounts may also be used to increase demand for complementary products.
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138. To increase demand for complementary products, the price of a product must often be __________.
a) marked up
b) marked down
c) off-priced
d) value-added
e) maintained
Ans: b
Feedback: Discounting a product or taking a markdown, occurs when the product does not sell at the original price and an adjustment is necessary. Often new models or styles force the price of existing models to be marked down. Discounts may also be used to increase demand for complementary products.
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Learning Objective: 4
139. Emphasizing consistently low prices and eliminating most markdowns or sales is called a(n) __________ strategy.
a) low-margin
b) everyday low pricing
c) everyday fair
d) emphasized-value
e) accelerated maintenance
Ans: b
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Learning Objective: 4
140.  Many retailers advocate a(n) __________ strategy, a pricing strategy that may not offer the lowest prices but does try to create value for customers through its service and the total buying experience.
a) low-margin
b) everyday low pricing
c) everyday fair pricing
d) emphasized-value
e) accelerated maintenance
Ans: c
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141. Off-price retailing is the __________.
a) difference between the final selling price and the retailer's cost
b) sale of brand name merchandise at lower than regular prices
c) sales of merchandise at maintained markups
d) the amount added by the manufacturer to achieve the desired retail price
e) reduction in retail price and is usually expressed as gross margin retailing
Ans: b
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Learning Objective: 4
142. When compared to discount stores, off-price retailers __________.
a) have a larger target market
b) have a larger per capita volume
c) sell off-price merchandise, which is bought by the retailer at wholesale prices
d) sell off-price merchandise, which is bought by the retailer at below wholesale prices
e) all of the above
Ans: d
Feedback: The difference between the off-price retailer and a discount store is that off-price merchandise is bought by the retailer from manufacturers with excess inventory at prices below wholesale prices, while the discounter buys at full wholesale price (but takes less of a markup than do traditional department stores).
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143. Two forms of off-price retailing are __________.
a) warehouse clubs and factory outlet stores
b) warehouse clubs and hypermarkets
c) one-price stores and retail outlets
d) retail outlets and warehouse clubs
e) factory outlets and hypermarkets
Ans: a
Feedback: Forms of off-price retailing include the warehouse club, the outlet store, the value-retail center and the single-price or extreme value retailer.
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Learning Objective: 4
144. Two forms of off-price retailing are __________.
a) single-price retailers and factory outlet stores
b) warehouse clubs and hypermarkets
c) one-price stores and retail outlets
d) retail outlets and warehouse clubs
e) factory outlets and hypermarkets
Ans: a
Feedback: Forms of off-price retailing include the warehouse club, the outlet store, the value-retail center and the single-price or extreme value retailer.
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Learning Objective: 4
145. __________ are a variation of off-price retailing and require customers to purchase a membership card for the privilege of shopping at the store.
a) One price stores
b) Specialty stores
c) Hypermarkets
d) Warehouse clubs
e) Super centers
Ans: d
Feedback: Forms of off-price retailing include the warehouse club, the outlet store, the value-retail center and the single-price or extreme value retailer. Warehouse clubs are large stores that require an annual membership fee for the privilege of shopping there.
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Learning Objective: 4
146. Wal-Mart's Sam's Club and Costco's Warehouse Club are examples of __________.
a) power centers
b) one-price apparel chains
c) off-price retailers
d) hypermarkets
e) direct marketers
Ans: c
Feedback: Warehouse clubs requiring an annual membership fee are one of several variations of off-price retailers.
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Learning Objective: 4
147. When traveling in Minnesota, Jack Meyers passes a variety of retail outlets, including the world-famous Mall of America outside Minneapolis. However, Jack rarely stops to shop until he reaches a group of factory outlet stores located on the outskirts of Minneapolis. Here, Meyers can shop at the Levi's Factory Store, the Van Heusen Factory Store, the Bass Shoe Outlet and other clothing stores offering products at prices 25 - 30 percent below retail. The factory stores at which Meyers shops are engaged in __________ retailing.
a) power-store
b) off-price
c) cut-price
d) factory-price
e) customer-direct
Ans: b
Feedback: Off-price retailing is often found in clothing sales and involves offering name-brand products at prices, which are lower than regular retail price. Three variations of off-price retailing are outlet stores—in this example—and warehouse clubs and extreme value retailers.
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148.  Dollar General and the Dollar Tree are examples of which type of retailing?
a) Warehouse club
b) Outlet store
c) Extreme value
d) Benchmark
e) Everyday fair pricing retailer
Ans: c
Feedback: Single-price or extreme value retailers include Family Dollar, Dollar General and Dollar Tree. These stores attract customers who want value and a "corner store" environment rather than a large supercenter experience.
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149. Extreme value retailers __________.
a) are exemplified by Dollar General, Dollar Tree and Family Dollar stores
b) attract customers who want value
c) average about 6,000 square feet in size
d) appeal to customers who like a "corner store" environment
e) are accurately described by all of the above
Ans: e
Feedback: A single-price or extreme value retailer includes Family Dollar, Dollar General and Dollar Tree. These stores average about 6,000 square feet in size and attract customers who want value and a "corner store" environment rather than a large supercenter experience.
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150. Value-retail centers __________.
a) are also called power centers
b) are outlet stores for mail-order retailers
c) require an annual membership fee (usually $25) for the privilege of shopping there
d) have clusters of stores to serve people who are within a 5- to 10-minute drive and live in a population base under 30,000
e) combine the various types of off-price retailers
Ans: e
Feedback: Value-retail centers combine the various types of off-price retailers.
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Learning Objective: 4
151. One of the reasons given for the failure of the hypermarket concept in the United States is an inability to locate the stores at the most visible and accessible sites. All the best locations were already occupied by Wal-Mart, category killers and other retail outlets. In terms of the retailing mix, hypermarkets had a problem with their __________.
a) communications mix
b) discounts and allowances
c) variety and assortment
d) goods and services mix
e) store location
Ans: e
Feedback: The store location element involves deciding where to locate the store and how many stores to have.
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Learning Objective: 4
152. Texas-based Whole Foods supermarkets targets people who want to eat healthy. The stores use placards throughout, which tell shoppers about the farmers who grew and harvested various products. This use of signage to provide consumer information is a part of which element of the retailing mix?
a) Communications mix
b) Discounts and allowances
c) Variety and assortment
d) Goods and services mix
e) Physical distribution mix
Ans: a
Feedback: Displays are part of the communications mix, one of the four elements of the retailing mix.
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Learning Objective: 4
153. Loblaws, a Canadian supermarket, features fruits and vegetables piled high on tables that have umbrellas. The idea behind this arrangement was to give Loblaws "a market feel". In terms of the retailing mix, this tactic is concerned with __________.
a) the communications mix
b) discounts and allowances
c) variety and assortment
d) merchandise
e) the physical distribution mix
Ans: a
Feedback: The communications mix includes store image and atmosphere, the situation described here.
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154. The term central business district refers to __________.
a) a suburban mall that contains up to 100 stores draws customer from 5 to 10 miles away
b) the oldest retailing setting, a community's downtown area
c) a retail site location that typically has one primary store and often about 20 to 40 smaller outlets and serves a population base of about 100,000
d) a cluster of stores that serves people who are within a five to ten minute drive and live in a population base under 30,000
e) a collection of large stores (over 100,000 square feet) that offer a mix of about 40 percent food products and 60 percent general merchandise items
Ans: b
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Learning Objective: 4
155.  Regional shopping centers are __________.
a) 50 to 150 stores that typically attract customers who live or work within a 5- to 10-mile range
b) retail clusters in downtown areas
c) retail site locations that typically have one primary store and often about 20 to 40 smaller outlets and that serve a population base of about 100,000
d) clusters of stores that serves people who are within a five to ten minute drive and live in a population base under 30,000
e) large stores (over 100,000 square feet) which offer a mix of about 40 percent food products and 60 percent general merchandise items
Ans: a
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Learning Objective: 4
156. Which store location commonly contains 2 or 3 anchor stores?
a) Central business district
b) Regional shopping center
c) Community shopping center
d) Strip location
e) Hypermarket
Ans: b
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157. Regional shopping centers often contain two or three anchor stores. An anchor store is __________.
a) any store that has been operating in the community for at least ten years
b) any store that has a total annual revenue equal to or above $50 million per year
c) any store carrying full depth of line
d) any store (usually over 50,000 square feet) which practices scrambled merchandising
e) a well-known national or regional store
Ans: e
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158. Which of the following stores are most likely to be anchor stores at a regional shopping center?
a) Old Navy, Abercrombie & Fitch and Kay-Bee toy store
b) Hickory Farms, a locally-owned jewelry store and Radio Shack
c) An antique store, Dollar General store and a bakery
d) Sears, Macy's and JCPenney stores
e) A Hallmark card shop, a sporting goods consignment store and a Barnes & Noble bookstore
Ans: d
Feedback: Anchor stores are well-known national or regional stores that are located in regional shopping centers—such as the three large national chains cited in alternative d.
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Learning Objective: 4
159. Regional shopping centers are the suburban malls of today, containing 50 to 150 stores. The typical drawing distance is 5 to 10 miles from the mall. The centers often contain two or three __________, which are well-known national or regional stores such as Bloomingdale's or Dillard's.
a) general stores
b) off-price retailers
c) anchor stores
d) warehouse clubs
e) factory outlets
Ans: c
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Learning Objective: 4
160. A community shopping center is a __________.
a) suburban mall containing up to 100 stores that the typical drawing distance is over 5 to 10 miles from the mall. They often contain one or two anchor stores
b) cluster of stores in a downtown area
c) retail site location that typically has one primary store and often about 20 to 40 smaller outlets and serves a population of consumers who are within a 10 to 20 minute drive
d) cluster of stores that serves people who are within a five to ten minute drive and live in a population base under 30,000
e) collection of large stand-alone stores (over 100,000 square feet) that offer a mix of 40 percent food products and 60 percent general merchandise items
Ans: c
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Learning Objective: 4
161. A strip location is a __________.
a) suburban mall containing up to 100 stores that draws customer from a 5-to 10-mile radius
b) cluster of stores in a downtown area
c) retail site location that typically has one primary store and often about 20 to 40 smaller outlets and serves a population of consumers who are within a 10 to 20 minute drive
d) cluster of stores that serves people who are within a five to ten minute drive
e) collection of category killers
Ans: d
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Learning Objective: 4
162. A huge shopping strip with multiple anchor (or national) stores is called a __________.
a) central business district
b) regional shopping center
c) community shopping center
d) strip location
e) power center
Ans: e
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Learning Objective: 4
163.Price ranges, store layouts and breadth and depth of merchandise lines are considered to be __________ of a store's image.
a) functional qualities
b) sociological qualities
c) psychological attributes
d) antecedent attributes
e) atmospheric elements
Ans: a
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Learning Objective: 4
164. Intangibles such as a sense of belonging, excitement, style or warmth are considered to be __________ of a store's image.
a) functional qualities
b) sociological qualities
c) psychological attributes
d) antecedent attributes
e) atmospheric elements
Ans: c
Feedback: Psychological attributes are the intangibles such as a sense of belonging, excitement, style or warmth.
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Learning Objective: 4
165. Impressions of the corporation that operates the store, the category or type of store, the product categories in the store, the brands in each category, merchandise and service quality and the marketing activities of the store, are all elements of a store's retail __________.
a) atmosphere
b) image
c) psychological attributes
d) antecedent states
e) ambiance
Ans: b
Feedback: Image has been found to include impressions of the corporation that operates the store, the category or type of store, the product categories in the store, the brands in each category, merchandise and service quality and the marketing activities of the store.
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Learning Objective: 4
166. Store layout, colors, lighting and music are all considered part of a store's retail __________.
a) atmosphere
b) image
c) psychological attributes
d) antecedent attributes
e) synergistic format
Ans: a
Feedback: Sore atmosphere or ambiance includes layout, color, lighting and music as well as how crowded it is.
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167. The music played in the grocery store has a slow tempo to get shoppers to stay longer and hopefully put more items in their cart. Music is part of the grocery store's __________.
a) atmosphere
b) image
c) psychological attributes
d) antecedent attributes
e) synergistic format
Ans: a
Feedback: Store layout, color, lighting and music are all considered part of a store's atmosphere.
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Learning Objective: 4
168. One inventory management approach assigns a manager with the responsibility for selecting all products that consumers in a market segment might view as substitutes for each other, with the objective of maximizing sales and profits for that set of products. This is called __________.
a) efficient consumer response
b) automatic reordering
c) retail inventory management
d) category management
e) synergistic ordering
Ans: d
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169. The advanced form of category management used by many retailers is called __________.
a) efficient consumer response
b) automatic reordering
c) retail inventory management
d) consumer marketing at retail
e) synergistic ordering
Ans: d
Feedback: Text term definition—consumer marketing at retail
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Learning Objective: 4
170. Which of the following would be used by a retailer practicing consumer marketing at retail?
a) Analyzing data to determine consumer problems
b) Translating data into retailing mix actions
c) Executing shopper-friendly in-store programs
d) Monitoring the performance of the merchandise
e) All of the above would be used
Ans: e
Feedback: Recent surveys show that, as part of their consumer marketing at retail, retailers are conducting research, analyzing the data to identify shopper problems, translating the data into retailing mix actions, executing shopper-friendly in-store programs and monitoring the performance of the merchandise.
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Learning Objective: 4
171. The Marketing Dashboard below shows that which of the following stores has the highest sales per square foot?
[image: image11.wmf]
a) Saks
b) Neiman Marcus
c) Best Buy
d) Tiffany
e) Apple
Ans: e
Feedback: The Marketing Dashboard indicates that Apple has the highest sales per square foot at $4,000.
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Learning Objective: 4
172. Best Buy has approximately what amount of sales per square foot according to the Marketing Dashboard above?
[image: image12.wmf]
a) $500
b) $1,000
c) $2,000
d) $2,500
e) $4,000
Ans: b
Feedback: Best Buy has approximately $1,000 per square foot in sales according to the Marketing Dashboard.
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Learning Objective: 4
173. Apple has approximately what amount of sales per square foot according to the Marketing Dashboard above?
[image: image13.wmf]
a) $500
b) $1,000
c) $2,000
d) $2,500
e) $4,000
Ans: e
Feedback: Apple has approximately $4,000 per square foot in sales according to the Marketing Dashboard.
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Learning Objective: 4
174. Neiman Marcus has approximately what amount of sales per square foot according to the Marketing Dashboard above?
[image: image14.wmf]
a) $500
b) $1,000
c) $2,000
d) $2,500
e) $4,000
Ans: a
Feedback: Neiman Marcus has approximately $500 per square foot in sales according to the Marketing Dashboard.
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175. What is a possible reason that Neiman Marcus has sales per square foot of $500 while Apple has sales per square foot of $4,000?
a) Neiman Marcus stores are much larger than Apple stores
b) Apple does more total sales out of each retail store than Neiman Marcus does
c) Apple does more total sales out of a smaller store than Neiman Marcus does
d) All of the above are likely reasons
e) None of the above are likely reasons
Ans: d
Feedback: The formula for sales per square foot = Total sales/Selling area in square feet. Therefore, all of the reasons given in the question are possible reasons that Apple's sales per square foot are higher than those of Neiman Marcus.
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176. According to the Marketing Dashboard above which retailer is growing fastest?
a) Saks
b) Neiman Marcus
c) Best Buy
d) Tiffany
e) Apple
Ans: e
Feedback: The Marketing Dashboard indicates that Apple is growing the fastest at over 40%.
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177. The __________ describes how new retail outlets enter the market.
a) retail life cycle
b) product life cycle
c) wheel of retailing
d) service continuum
e) retail continuum
Ans: c
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178. Many fast food retailers, including McDonald's and Burger King, have followed a predictable pattern of how new forms of retail outlets enter the marketplace. McDonald's has evolved from a relatively simple hamburger joint with low margins, low prices, limited product offerings and low institutional status to a worldwide chain with higher margins, high status and a diverse list of products. This evolution of McDonald's restaurants is consistent with the __________.
a) wheel of retailing
b) evolution of retailing
c) retail cycle
d) fast food retail cycle
e) restaurant evolutionary cycle
Ans: a
Feedback: The wheel of retailing depicts the manner in which new forms of retail outlets enter and evolve in the market. Usually they enter as low-status, low-margin stores such as a drive-in hamburger stand with no indoor seating and a limited menu. Gradually these outlets add fixtures and more embellishments to their stores to increase the attractiveness for customers.
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179. Home Depot began as a simple retailing concept to provide a one-stop shopping for construction materials and tools whether for the professional or the do-it-yourselfer. It has evolved into a home and garden center. It now has professional home interior decorators employed to help customers make decisions about lights, wallpaper, paint, etc. It also offers installation services on many of the items it sells. From being a relatively simple concept, Home Depot has become an international chain with higher margins and a diverse list of products. This evolution of Home Depot is consistent with the __________.
a) wheel of retailing
b) evolution of retailing
c) retail cycle
d) retail life cycle
e) retail evolutionary cycle
Ans: a
Feedback: The wheel of retailing depicts the manner in which new forms of retail outlets enter and evolve in the market, the situation described for Home Depot.
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Learning Objective: 5
180. The __________ is a concept that describes how new forms of retail outlets enter the market and change over time.
a) retail life cycle
b) product life cycle
c) wheel of retailing
d) service continuum
e) retail continuum
Ans: c
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Learning Objective: 5
181. The __________ is a concept that describes how retail outlets grow and decline over time.
a) product life cycle
b) retail life cycle
c) wheel of retailing
d) strip center life cycle
e) retail continuum
Ans: b
Page: 485
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182. The key goal for retailers in the accelerated development phase of the retail life cycle is to __________.
a) establish a dominant position in the fight for market share
b) delay entering the decline stage of the life cycle
c) find ways of discouraging their customers from moving to low-margin, mass-volume outlets
d) establish a retail concept which is a sharp departure from existing competition
e) cover start-up costs
Ans: a
Feedback: The key goal for a retailer in the accelerated development phase of the retail life cycle is to establish a dominant position in the fight for market share because of the intense competition.
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183. Accelerated development in the retail life cycle is similar to which stage in the product life cycle?
a) Introduction phase
b) Growth
c) Maturity
d) Decline
e) Harvest
Ans: b
Feedback: Accelerated development and the growth stage are both the second stage of their respective life cycles. (In accelerated development both market share and profit achieve their greatest growth rate.)
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184. Retailers like Williams-Sonoma and The Discovery Store that sell at retail stores, through their catalogs and at their online website are examples of __________ retailers.
a) intratype
b) multichannel
c) vertically integrated
d) multimediary
e) facilitating
Ans: b
Feedback: Multichannel retailers utilize and integrate a combination of traditional store formats and nonstore formats, like the two chains in the example.
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Learning Objective: 5
185. The complementary role of different communication and delivery channels is referred to as __________.
a) the cumulative effect
b) the influence effect
c) the primary effect
d) the cross-over effect
e) the complementary effect
Ans: b
Feedback: Industry analysts refer to the complementary role of different communication and delivery channels as an influence effect.
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186. Retailers that integrate and leverage their stores, catalogs and websites have seen __________.
a) a sizeable increase in yearly sales from individual customers
b) a small increase in yearly sales from individual customers
c) no difference in yearly sales from individual customers
d) a decrease in yearly sales from individual customers
e) a large decrease in yearly sales from individual customers
Ans: a
Feedback: Retailers that integrate and leverage their stores, catalogs and websites have seen a sizable lift in yearly sales recorded from individual customers. Multichannel customers have been found to be three times as profitable as single-channel customers.
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187. Which of the following statements about managing the customer experience is true?
a) Retailers are paying less attention to men and their shopping behavior
b) Men are typically viewed as infrequent "mission shoppers"
c) Young men shop as their fathers do
d) Making the retail environment a sparse one appeals to male shoppers who value efficiency
e) All of the above are true
Ans: b
Feedback: Men have typically been viewed as infrequent "mission shoppers" who go to a store only as a means of obtaining a product as efficiently as possible.
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188. With the slogan, "There is a place for fun in your life!", Mall of America has verbalized its __________ strategy.
a) retail mix
b) wheel of retailing
c) retail life cycle
d) positioning
e) distribution
Ans: d
Feedback: To differentiate itself, Mall of America has adopted a positioning strategy of being a destination point in and of itself.
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Learning Objective: 4
189. SM Mall of Asia is an example of which type of setting for a store location?
a) Central business district
b) Regional shopping center
c) Community shopping center
d) Strip location
e) Power center
Ans: b
Feedback: Like the West Edmonton Mall in Alberta, Canada, the Mall of America is a variation of the regional shopping center.
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Learning Objective: 4
Short Answer

190. What is the value of retailing for consumers and the economy?
Ans: Retailing is an important marketing activity. Not only do producers and consumers meet in a retailing outlet, but retailing also provides multiple values to the consumer and economy as a whole. To consumers, these values are in the form of services provided or utilities. Retailing's economic value is represented by the people employed in retailing, as well as by the total amount of money exchanged in retail sales.
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Learning Objective: 1
191. (p. 465) Name each of the four utilities offered by retailing and with each, identify a retailer that does a good job of providing that utility. 
Ans: *Place utility: Amway makes it easy for consumers to obtain products by having representatives deliver them directly to the customer.
*Possession utility: Saturn makes the purchase of a car easier by providing financing and leasing and taking used cars as trade-ins.
*Form utility: Levi Strauss creates "Personal Pair" jeans to meet each customer's specifications.
*Time utility: Toys "R" Us stocks the products children want through the year, as well as in advance of special times like Christmas.
[Student examples may vary.]
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192. Explain the global impact of retailing.
Ans: Retailing is important to the U.S. and global economies. Three of the 15 largest businesses in the U.S. are retailers (Wal-Mart, Home Depot and Costco). Wal-Mart's $351 billion of sales in 2006 surpassed the gross domestic product of all but 23 countries for that same year. Outside the United States, large retailers include Daiei in Japan, Carrefour in France, KarstadtQuelle in Germany and Marks & Spencer in Britain. In emerging economies such as China and Mexico, a combination of local and global retailers is evolving. Wal-Mart, for example, has 2,909 stores outside the U.S., including stores in Brazil, China, Japan, Mexico and the U.K.
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193. Briefly describe the three ways retail outlets can be classified.
Ans: Retail outlets can be classified in three basic ways:
(1) Form of ownership refers to who owns the outlet.
(2) Level of service is the degree of service provided to the customer.
(3) Merchandise line refers to how many different types of products a store carries and in what assortment.
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Learning Objective: 2
194. Briefly describe the advantages to the retailer and to the customer of the independent retailer.
Ans: advantages to the retailer include that the owner can be his or her own boss. For customers, the independent store can offer convenience, quality personal service and lifestyle compatibility.
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Learning Objective: 2
195. Briefly describe the two general types of franchises.
Ans: Franchises can be classified in two general ways:
*Business-format franchises, such as McDonald's, Radio Shack and Blockbuster. In business-format franchising, the franchisor provides step-by-step procedures for most aspects of the business and guidelines for the most likely decisions a franchisee will face.
*Product-distribution franchises, such as a Ford dealership or a Coca-Cola distributor.
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Learning Objective: 2
196. Explain the relationship between a franchisee and a franchisor.
Ans: In a franchise system, an individual or firm (the franchisee) contracts with a parent company (the franchisor) to set up a business or retail outlet. The franchisor usually assists in setting up the business, selecting the location, advertising and training personnel. The franchisee pays a one-time franchise fee and an annual royalty, usually tied to the store's sales.
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Learning Objective: 2
197. Briefly describe the three levels of service offered in retail outlets.
Ans: Retail outlets generally offer three levels of service:
(1) Self-service: requires that the customer performs many functions and little is provided by the outlet.
(2) Limited service: provide some services, such as credit and merchandise return, but not others, such as clothing alterations.
(3) Full-service: includes most specialty stores and department stores, provide many services to their customers.
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Learning Objective: 2
198. Explain the difference between breadth of line and depth of line. Be sure to include the definition of scrambled merchandising in your explanation.
Ans: breadth of line means the store carries a wide variety of different items. Depth of product line means the store carries a large assortment of each item. Traditionally, stores that carried a broad product line carried related lines of goods. Today, however, many stores offer scrambled merchandising or several unrelated product lines in a single store.
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Learning Objective: 2
199. Explain the difference between a hypermarket and a supercenter.
Ans: The hypermarket is a form of scrambled merchandising that has been successful in Europe. These hypermarkets are large stores (more than 200,000 square feet) based on a simple concept: Offer consumers everything in a single outlet, eliminating the need to stop at more than one location. The stores provide variety, quality and low price for food and groceries and general merchandise. The average number of products carried is 50,000 and one location will likely have annual revenues of $100,000,000.
A supercenter is a variation of the hypermarket that is popular in the U.S. In the U.S. shoppers are uncomfortable with the huge size of hypermarkets. Instead, a supercenter combines a typical merchandise store (70,000 square feet) with a full-size grocery. The average number of products carried is 40,000 and one location will likely have annual revenues of $60,000,000.
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Learning Objective: 2
200. Why are vending machine prices often higher than those in a retail store?
Ans: Vending machine maintenance, operating costs and location leases can add to the cost of the products, so prices in vending machines tend to be higher than those in stores.
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Learning Objective: 3
201. Explain why direct mail has grown so rapidly in recent years. 
Ans: direct mail retailing is attractive because it eliminates the cost of a store and clerks. In addition, it improves marketing efficiency through segmentation and targeting and creates customer value by providing a fast and convenient means of making a purchase. Today the typical American household receives an average of 18 catalogs or direct mail items each week. Traditional retailers are adding catalog operations.

Page: 472

Learning Objective: 3
202. Explain the dimensions of the retail positioning matrix and give an example of a store that would be located in each area of the matrix.
Ans: The retail positioning matrix is a matrix developed by the MAC Group, Inc., a management consulting firm. This matrix positions retail outlets on two dimensions: breadth of product line and value added. Breadth of product line is the range of products sold through each outlet. Value added, includes elements such as location, product reliability or prestige.
There are four possible positions in the matrix.
Bloomingdale's has high value added and a broad product line.
Wal-Mart has low value added and a broad product line.
Tiffany & Co. has high value added and a narrow line.
Payless ShoeSource has low value added and a narrow product line.
[Students may offer other examples.]
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Learning Objective: 4
203. What is the retailing mix?
Ans: In developing retailing strategy, managers work with the retailing mix, which includes activities related to managing the store and the merchandise in the store. The retailing mix is similar to the marketing mix and includes retail pricing, store location, retail communication and merchandise.
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Learning Objective: 4
204. Explain the difference between a markup, an original markup and a maintained markup.
Ans: The markup refers to how much should be added to the cost the retailer paid for a product to reach the final selling price. The original markup is the difference between retailer cost and initial selling price. When products do not sell as quickly as anticipated, their price is reduced. The difference between the final selling price and retailer cost is the maintained markup, which is also called the gross margin.
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Learning Objective: 4
205. What is off-price retailing? Identify and give an example of the three types of off-price retailing.
Ans: Off-price retailing is a retail pricing practice that is used by retailers such as T.J. Maxx, Burlington Coat Factory and Ross Stores. Off-price retailing involves selling brand-name merchandise at lower than regular prices. Examples of off-price retailers are warehouse clubs like Wal-Mart's Sam's Clubs and Costco Warehouse Club and factory outlet stores like Van Heusen Factory Store, Bass Shoe Outlet and Oneida Factory Store. A third example is single-price or extreme value retailers such as Family Dollar and Dollar Tree.
[Students my offer other examples.]

Page: 478

Learning Objective: 4
206. List the five store locations or settings. How has the location of stores changed over the years?
Ans: department stores started downtown in most cities and have followed customers to the suburbs. In recent years they have opened in large regional malls. Most stores today are near several others in one of five settings. They are the
(1) central business district
(2) regional shopping center
(3) community shopping center
(4) strip location
(5) power center, which is a huge shopping strip with multiple anchor (or national) stores.
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Learning Objective: 4
207. What is category management and when is it used?
Ans: category management is used to manage the assortment of merchandise today that is available from the many manufacturers that might be interested in having a product available in the store. This approach assigns a manager with the responsibility for selecting all products that consumers in a market segment might view as substitutes for each other, with the objective of maximizing sales and profits in the category.
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Learning Objective: 4
208. Explain how the wheel of retailing works.
Ans: The wheel of retailing describes how new forms of retail outlets enter the market. Usually they enter as low-status, low-margin stores such as a drive-in hamburger stand with no indoor seating and a limited menu. Gradually these outlets add fixtures and more embellishments to their stores to increase the attractiveness for customers. With these additions, prices and status rise. As time passes, these outlets add still more services and their prices and status increase even further. These retail outlets now face some new form of retail outlet that again appears as a low-status, low-margin operator and the wheel of retailing turns as the cycle starts to repeat itself.
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Learning Objective: 5
209. Describe the retail life cycle.
Ans: The retail life cycle describes the process of growth and decline that retail outlets, like products, experience. The stages include early growth, accelerated development, maturity and decline. Early growth is the stage of emergence of a retail outlet, with a sharp departure from existing competition. During accelerated development both market share and profit achieve their greatest growth rates. New retail forms enter in the maturity phase, stores try to maintain their market share and price discounting occurs. During decline, market share and profit fall rapidly.

Page: 485

Learning Objective: 5
210. What future changes may be expected in retailing?
Ans: Multichannel retailers will utilize and integrate a combination of traditional store formats and nonstore formats such as catalogs, television and online retailing. Integrated channels can make shopping simpler and more convenient. A consumer can research choices online or in a catalog and then make a purchase online, over the telephone or at the closest store. The use of multiple channels allows retailers to reach a broader profile of customers. Multichannel retailers benefit from the synergy of sharing information among the different channel operations.
Retailers are also paying more attention to men and their shopping behavior. Today's young men, are changing their shopping behavior. To appeal to men, many stores are creating stand-alone men's sections that combine clothes, accessories and gadgets in one place.
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Learning Objective: 5
