Chapter 11   Database and Direct Response Marketing

1) The marketing team at Levi-Strauss responded to the decline in sales by developing a strong database marketing program.

Answer:  TRUE

2) Levi Strauss' three primary brands are Levi's, Dockers, and Live Strauss Signature.

Answer:  TRUE

3) Sales of Levi Strauss jeans declined when younger customers began to view the brand as not being hip. 

Answer:  TRUE

4) Retaining current customers is more expensive than gaining new customers.

Answer:  FALSE

5) The secrets to developing loyalty include recognition, rewards, and responsibility.

Answer:  FALSE

6) Database marketing involves collecting customer data for the purpose of developing direct marketing programs.

Answer:  FALSE

7) Successful database marketing emphasizes two things: identifying customers and building relationships.

Answer:  TRUE

8) While database marketing can be used for selling products, the primary benefit of database marketing is the enhancement of customer loyalty.

Answer:  TRUE

9) Successful database marketing requires a quality data warehouse.

Answer:  TRUE

10) The data warehouse holds all of the customer data.

Answer:  TRUE

11) The marketing database contains the transactions individuals have with a firm and follows accounting rules.

Answer:  FALSE

12) Information about current customers, former customers, and prospects is contained within a firm's operational database.

Answer:  FALSE

13) Mailing addresses of individuals in a database should be updated at least once every two years and more often if they are used for frequent contacts.

Answer:  FALSE

14) The Internet and e-mail provide excellent, cost-effective channels of communication to build long-term relationships with customers.

Answer:  TRUE

15) Most database programs take advantage of cookies produced by a computer to register and store Web site visits and to personalize the site with a greeting when the person returns.

Answer:  TRUE

16) While it is important for a database to record every transaction with a customer, recording of interactions that do not relate to a purchase are not necessary.

Answer:  FALSE

17) Purchase and Web site visit histories are sufficient to build a quality database.

Answer:  FALSE

18) Geocoding is adding geographic codes to customer records. 

Answer:  TRUE

19) Geocoding allows for combining demographic information, geographic information, and lifestyle data.

Answer:  TRUE

20) Two common forms of database coding are lifetime value analysis and data mining.

Answer:  FALSE

21) Lifetime value is a figure that represents revenues and profits received from a customer throughout the lifetime of a relationship.

Answer:  TRUE

22) Lifetime value can be calculated in two ways. Most marketing experts believe the most accurate method is  calculating the lifetime value of a single customer.

Answer:  FALSE

23) In calculating the lifetime value, the cost of acquiring a customer is determined by dividing the total marketing and advertising costs by the firm's total number of customers.

Answer:  FALSE

24) Typically, loyal customers make more purchases and also increase the amounts they spend on each visit.

Answer:  TRUE

25) When calculating the lifetime value for a market segment, it should be calculated over a 3-year period.

Answer:  FALSE

26) In a RFM analysis, the R stands for recency.

Answer:  TRUE

27) In a RFM analysis, the R stands for recency, which is the date of the last purchase.

Answer:  TRUE

28) In a RFM analysis, the F stands for frequency.

Answer:  TRUE

29) In a RFM analysis, the F stands for frequency, which is a record of when customers makes purchases, including the dates.

Answer:  FALSE

30) In a RFM analysis, the M stands for marketing.

Answer:  FALSE

31) In a RFM analysis, the M represents the monetary value of the last purchase.

Answer:  FALSE

32) To code data using RFM analysis, the first step is to sort the data by the date of the last purchase and then code the most recent purchase with a 1 and the most distant purchase with a 5.

Answer:  FALSE

33) To code data using RFM analysis, the frequency is coded from 1 to 5 with 5 representing the customers who have made the highest number of purchases within a specific time period and 1 representing the customers who have made the least number of purchases.

Answer:  TRUE

34) When reviewing RFM codes, Alex who is coded 534 would be more valuable than Ian who is coded 232.

Answer:  TRUE
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35) In using RFM codes, companies know that recency is the best predictor of future purchases.

Answer:  TRUE

36) In using RFM codes, companies know that the worst predictor of future purchases is the M, or monetary.

Answer:  TRUE

37) Data mining normally involves building profiles of consumer groups and preparing models that predict future purchase behaviors. 

Answer:  TRUE

38) Through data mining a company can build a profile of its best customers, which can then be used to identify prospective new customers or upgrade current customers to a higher level of purchasing.

Answer:  TRUE

39) A retailer can use data mining to determine when to mark merchandise down and how much to mark it down.

Answer:  TRUE

40) Data mining and data coding of a firm's database can help a firm develop more personalized marketing communications and marketing programs.

Answer:  TRUE

41) The primary reason for building a database, coding the information, and data mining is to use the output to build programs that will boost sales revenues.

Answer:  FALSE

42) Personalized communications with customers through database information builds relationships and leads to both repeat purchases and customer loyalty.

Answer:  TRUE

43) A database marketing program provides the tools to personalize messages and keep records of the types of communications that work and those that do not work.

Answer:  TRUE

44) The key technology for database-driven customer communications is the cell phone.

Answer:  FALSE

45) In developing data-driven communications with customers through Web visits, identification codes allow a visitor to register with the site through an ID name or number and a password.

Answer:  TRUE

46) When a customer makes a purchase over the Internet, the only communication that is important is sending them a thank you and acknowledgment of the order.

Answer:  FALSE

47) In developing data-driven communications with customers, maintaining customer profile information is important because the information helps the marketing team create personalized communications.

Answer:  TRUE

48) When customers make contact with a company, the customer's profile, history, and other information contained in the database should be available to the company contact person as he or she deals with the customer.

Answer:  TRUE

49) Customer contact personnel with a company should not use RFM codes or lifetime values of individual customers to affect the way they deal with a customer since every customer should be treated equally.

Answer:  FALSE

50) Trawling is the process of coding data files with lifetime values and RFM codes.

Answer:  FALSE

51) Ariana has just moved to a new apartment. A few days after moving she received a letter from Bed, Bath, and Beyond with a coupon for merchandise she may need in her new apartment. This is an example of the database marketing technique known as trawling.

Answer:  TRUE

52) Faith received an e-mail from Volkswagen exactly one year after she purchased her Volkswagen. The company thanked her for her purchase and encouraged her to access the company's Web  site. This is an example of the database marketing technique of trawling.

Answer:  TRUE

53) By segmenting customers into lifetime value segments, a company's marketing department can personalize a different marketing program for each customer within the segments.

Answer:  FALSE

54) A company's marketing team segments customers into 6 groups based on their lifetime value calculations. The highest value segment, President's Gold, should be targeted with rewards for purchases to encourage them to continue making purchases.

Answer:  TRUE

55) A company's marketing team segments customers into 6 groups based on their lifetime value calculations. The second highest value segment, President's Silver, should be targeted with rewards to move them to the highest segment. 

Answer:  TRUE

56) The most common database-driven marketing programs are permission marketing, frequency programs, and customer relationship management efforts.

Answer:  TRUE

57) A permission marketing program means promotions are only sent to customers that ask for them. 

Answer:  TRUE

58) In permission marketing, permission is normally obtained from individuals in exchange for an incentive. 

Answer:  TRUE

59) An important key to success in permission marketing programs is to make sure participants have actually agreed to participate and not been tricked into participating or signed up without their knowledge. 

Answer:  TRUE

60) Record and book clubs that send out monthly mailings of books and records to purchase are using a permissions marketing program. 

Answer:  TRUE

61) The majority of customers enrolled in an e-mail permissions marketing program stop reading the permission e-mails because they are shoddy or irrelevant.

Answer:  TRUE

62) The number one reason individuals join an e-mail permission marketing programs is a chance to win prizes or cash in sweepstakes or contests. 

Answer:  TRUE

63) The number one reason individuals remain loyal to a permission marketing program once they have joined is a chance to win prizes in a contest or sweepstakes. 

Answer:  FALSE

64) To optimize permission marketing, firms must feature empowerment and reciprocity.

Answer:  TRUE

65) For long-term success in permission marketing programs, customers should feel empowered, which means  they have the power to choose the incentive they want to join the permission program.

Answer:  FALSE

66) To maintain positive attitudes toward permission marketing programs, the rewards must be offered continually and not just at the beginning of the program. 

Answer:  TRUE

67) When customers in a permission marketing program are given rewards during the program as well as at the beginning, it creates a feeling of reciprocity.

Answer:  TRUE

68) A frequency program is an incentive program designed to encourage customers to make repeat purchases. 

Answer:  TRUE

69) Companies develop frequency programs to encourage customer loyalty and to match or preempt the competition. 

Answer:  TRUE

70) The higher an individual's income, the less likely it becomes that he or she will join a frequency or loyalty program.

Answer:  FALSE

71) The first principle in developing a loyalty or frequency program is to design the program to enhance the value of what the product offers to customers.

Answer:  TRUE

72) The greater the value of the reward in a frequency program, the more effort individuals will expend in the program to obtain the reward. 

Answer:  TRUE

73) With a frequency program, consumers are more likely to put forth greater effort to obtain luxury goods as opposed to necessity items.

Answer:  TRUE

74) Moderate users of a good or service are most likely to be enticed by a frequency program. 

Answer:  TRUE

75) RFM analysis is a useful tool for  monitoring frequency programs.

Answer:  TRUE

76) A program designed to build long term loyalty and bonds with customers through the use of a personal touch facilitated by technology is a customer relationship management (CRM) program. 

Answer:  TRUE

77) CRM is built on two primary metrics: lifetime value of customers and RFM analysis.

Answer:  FALSE

78) The basic idea behind customer relationship management (CRM) is that companies can use databases to customize products and communications to customers that would result in higher sales and profits.

Answer:  TRUE

79) The lifetime value of a customer is based on the idea that customers generate revenues over their lifetimes with a company that are greater than a single transaction. 

Answer:  TRUE

80) Share of a customer is a term that means the potential value that could be added to a given customer's value based on his or her percentage of purchases of a product with a particular vendor .

Answer:  TRUE

81) The central key to the many failures of CRM programs was that the CRM program was focused on sales rather than enhancing relationships with customers.

Answer:  TRUE

82) Database-driven marketing programs should be designed to increase sales and profits.

Answer:  FALSE

83) Direct response marketing or direct marketing is vending products to customers without the use of other channel members. 

Answer:  TRUE

84) Most companies use multiple forms of direct marketing to increase response rates and sales.

Answer:  TRUE

85) The most common form of direct marketing is e-mail.

Answer:  FALSE

86) Direct response advertising on mass media by pharmaceuticals prompted almost one-third of Americans to ask their doctors about the advertised brand of medicine.

Answer:  TRUE

87) If a company is using its own data list generated by its database, it is important to parse the list to separate active customers from inactive customers so different mailers can be sent to each group.

Answer:  TRUE

88) The most common approach to direct mail campaigns is to purchase a list of names.

Answer:  TRUE

89) In purchasing a mailing list, a response list consists of customers who have purchased the product before and have responded to direct mail offers for the product being advertised.

Answer:  FALSE

90) In purchasing a mailing list, a "hot list" is individuals that have responded to a direct mail offer within the last 30 days.

Answer:  TRUE

91) Of the different types of mailing lists that can be purchased, the lowest cost list would be a response list.

Answer:  FALSE

92) The primary advantage of direct mail is that mail can be easily targeted to specific consumer groups and to specific individuals.

Answer:  TRUE

93) Direct mail is a primary tool for promoting Internet Web sites and online sales. 

Answer:  TRUE

94) Costs and clutter are the two major disadvantages of direct mail.

Answer:  TRUE

95) Digital direct-to-press is used only in business-to-business marketing due to its costs. 

Answer:  FALSE

96) Many consumers believe online shopping has replaced catalogs, but research reveals that receiving a catalog is often the first step in the buying cycle for consumers. 

Answer:  TRUE

97) Catalogs offer the advantages of being long lasting, low-pressure, and can be viewed at a person's leisure. 

Answer:  TRUE

98) Successful cataloging requires an enhanced database that allows for targeting of recipients. 

Answer:  TRUE

99) The most common forms of mass media used in direct marketing are television, radio, magazines, and newspapers. 

Answer:  TRUE

100) The second most frequently used form of direct marketing is e-mail.

Answer:  TRUE

101) In terms of alternative forms of direct marketing, package insert programs (PIPs) are materials that are placed with another company's catalog or direct mail piece.

Answer:  FALSE

102) In terms of alternative forms of direct marketing, ride-alongs are materials that are placed with a company's own catalog or direct-mail pieces, such as a record club's catalog. 

Answer:  FALSE

103) In terms of alternative forms of direct marketing, statement stuffers are materials that are placed with a company's own catalog or direct-mail pieces, such as a record club's catalog. 

Answer:  FALSE

104) Outbound direct response telemarketing is most successful when it is tied into a database and either customers or prospects are contacted.

Answer:  TRUE

105) Since 1853 Levi Strauss & Company has operated under the following principles, except:

A) frugality

B) empathy

C) originality

D) integrity

Answer:  A

106) Levi-Strauss & Company's database marketing program was designed to: 

A) create a new line of products 

B) understand overall consumer demand for pants 

C) identify target groups and interact with members of those groups 

D) lead to a change in brand name from Levi's to Dockers 

Answer:  C

107) The secrets to developing customer loyalty include the following, except:

A) recognition

B) responses 

C) relationships

D) rewards

Answer:  B

108) Successful database marketing emphasizes two things:

A) sales and contribution margin

B) identifying customers and building relationships

C) lifetime value of customers and data mining

D) data mining and data coding

Answer:  B

109) The primary benefit of database marketing is:

A) the enhancement of customer loyalty

B) higher sales

C) greater profits

D) greater brand parity

Answer:  A

110) An operational database contains:

A) transactions individuals have with a firm and the interactions an individual has with the firm

B) information about current customers and customers of the competition

C) the transactions individuals have with a firm and follows accounting principles

D) information about current customers, former customers, and prospects

Answer:  C

111) A marketing database contains:

A) transactions individuals have with a firm and the interactions an individual has with the firm

B) information about current customers and customers of the competition

C) the transactions individuals have with a firm and follows accounting principles

D) information about current customers, former customers, and prospects

Answer:  D

112) The easiest part of building a data warehouse is:

A) data coding through RFM analysis and lifetime value calculations

B) the appended demographic and psychographic information

C) obtaining the history of customer interactions and contact with a firm

D) collecting customer names and addresses

Answer:  D

113) The most cost-effective means of communicating with customers and in building a data warehouse is:

A) the telephone

B) computer cookies

C) the mail

D) the Internet and e-mail

Answer:  D

114) Tracking of Web site visits and browsing patterns of visitors to a company's site is accomplished using: 

A) personal data

B) cookies

C) logins and ID codes

D) commercial database services

Answer:  B

115) By using cookies to record a customer's visit to a Web site, company's marketing team can:

A) target customers with a direct marketing program that meets the customer's personal interests

B) access a person's computer to obtain demographic and psychographic information

C) personalize a greeting the next time the customer goes to the site and customize the content to match the person's past browsing behaviors

D) provides sales promotions on the fastest moving products from the Web site

Answer:  C

116) An effective database contains:

A) all transactions a customer has with a firm and interactions that resulted in purchases

B) all transactions and all interactions a customer has with a firm

C) transactions and interactions of customers that have a high lifetime value

D) all transactions of customers

Answer:  B

117) Many times demographic and psychographic information about customers are not available through internal company records. In these situations:

A) the information can be purchased from external marketing research firms

B) a company can offer customers an incentive to provide the necessary information

C) the database can be appended with interaction and history information

D) geocoding can be appended to each customer's record

Answer:  A

118) Adding geographic codes to customer records to plot them on a map is called: 

A) geoidentification 

B) geocoding 

C) finding neighborhood lifestyle clusters 

D) commercial database service analysis 

Answer:  B

119) Using geocoding, a company's marketing department can add which to each customer's record?

A) demographic information and lifestyle data as well as the geographical codes

B) total purchases made at each retail outlet in the area 

C) demographic and political information 

D) a composite analysis of his or her neighbors 

Answer:  A

120) Two common forms of database coding are:

A) data mining and CRM analysis

B) lifetime value analysis and RFM analysis

C) lifetime value analysis and RFM analysis

D) geocoding and data mining

Answer:  B

121) A lifetime value analysis creates a figure that represents the:

A) sales revenue generated by a customer throughout his or her lifetime with a company

B) profit revenue generated by a customer in a particular product category

C) profit revenue of a customer throughout the lifetime of a relationship

D) profit revenue of a customer throughout his or her lifetime

Answer:  C

122) Many marketing experts believe calculating the lifetime value of a market segment is superior to calculating the value for a singe individual because:

A) it is a larger number

B) it is more stable than an individual

C) costs cannot be allocated per individual

D) it sums costs across a market segment 

Answer:  D

123) In calculating the lifetime value of a market segment, the figures that are more difficult to obtain and are contained only in the marketing database are:

A) retention rates and purchases per year

B) fixed and variable costs

C) database costs and acquisition costs

D) marketing and advertising costs

Answer:  A

124) In determining lifetime value, customer acquisition costs are determined by:

A) dividing advertising costs by the number of customer transactions

B) dividing the total marketing and advertising costs by the number of new customers

C) dividing the total marketing and advertising costs by the number of total customers

D) dividing the total marketing and advertising costs by the number of customers in the database

Answer:  B

125) RFM analysis refers to the use of the following terms, except:

A) recency

B) frequency

C) marketing

D) monetary

Answer:  C

126) In RFM analysis, R refers to recency, which is the:

A) number of purchases within a specific time period, normally 1 year

B) total expenditures a customer makes with a firm and is usually expressed in terms of "per year"

C) date of the last purchase

D) number of days since the last interaction with the company

Answer:  C

127) In RFM analysis, F refers to frequency, which is the:

A) number of purchases within a specific time period, normally 1 year

B) total expenditures a customer makes with a firm and is usually expressed in terms of "per year"

C) date of the last purchase

D) number of days since the last purchase with the company

Answer:  A

128) In RFM analysis, M refers to monetary, which is the:

A) number of purchases within a specific time period, normally 1 year

B) total expenditures a customer makes with a firm and is usually expressed in terms of "per year"

C) date of the last purchase

D) average monetary value of purchases made during a specific time period, normally 1 year

Answer:  B

129) In coding data using RFM analysis, a value of "5" for the "R" would indicate:

A) the group of customers who have made the lowest number of purchases within the a specific time period

B) the group of customers who have made the highest number of purchases within the a specific time period

C) the group of customers with the longest amount of elapsed time since the last purchase

D) the group of customers who made the most recent purchases

Answer:  D

130) In coding data using RFM analysis, a value of "1" for the "F" would indicate:

A) the group of customers who have made the lowest number of purchases within the a specific time period

B) the group of customers who have made the highest number of purchases within the a specific time period

C) the group of customers with the longest amount of elapsed time since the last purchase

D) the group of customers who made the most recent purchases

Answer:  A

131) In coding data using RFM analysis, a value of "5" for the "M" would indicate:

A) the group of customers who spent the most amount of money, on average, per transaction during a specific time period

B) the group of customers who have made the highest number of purchases within the a specific time period

C) the group of customers who spent the most amount of money, in total, during a specific time period

D) the group of customers who spent the most amount of money, on average, during a specific time period

Answer:  C

132) In using RFM analysis to determine which customers are most likely to make a future purchase, the value with the most impact is the:

A) recency

B) frequency

C) monetary

D) the one that has the highest value

Answer:  A

133) In using RFM analysis to determine which customers are most likely to make a future purchase, the value with the least impact is the:

A) recency

B) frequency

C) monetary

D) the one that has the highest value

Answer:  C

134) The process of building profiles of customers from a firm's database is called: 

A) data warehousing 

B) direct marketing 

C) a commercial database service 

D) data mining 

Answer:  D

135) Data mining is: 

A) collecting addresses and zip codes of customers 

B) reviewing past purchases of a product by customers 

C) building profiles of customer segments and preparing models that predict their future purchase behavior 

D) selecting cities for data analysis 

Answer:  C

136) Data mining can be used for each of the following purposes, except: 

A) develop profiles of a firm's best customers 

B) develop profiles of customers who tend to purchase competing brands 

C) identify current customers who fit the profile of a firm's best customers 

D) identify current customers who would be good prospects for cross-selling other products 

Answer:  B

137) The following are examples of data mining, except: 

A) American Eagle studying how consumers responded to price markdowns 

B) Goody's analyzing baskets of merchandise purchased by individual consumers 

C) Target identifying what other retail stores customers use for particular purchases 

D) First Horizon National expanding its wealth management business by studying profiles of its best customers 

Answer:  C

138) The primary reason for building a database, coding the information, and mining the data is to use the output to:

A) develop marketing programs customized for each customer

B) place customers into segments for the purpose of data-driven marketing programs

C) customize marketing programs to fit each market segment's profile

D) establish one-on-one communications with each customer

Answer:  D

139) A database-driven marketing program starts with assigning individual Internet customers IDs and passwords that:

A) allow them to access components of the company's Web site that are not available to those who are simply browsing the Web site

B) engage cookies to record personal information from the customer's computer

C) allows a firm to customize the products it sells to fit the profile of each customer

D) allow a company to engage in an e-mail marketing campaign

Answer:  A

140) Using identification IDs and passwords on a Web site for customers allow for each of the following benefits, except:

A) the customer can be greeted personally, by name

B) provides data for an RFM analysis

C) the content of the Web pages can be customized to fit the customer's past browsing behavior

D) when an order is placed, the customer doesn't have to type in his/her address and credit card information

Answer:  B

141) Many companies that sell clothes over the Internet will send e-mail messages or an e-mail newsletter to customers who are interested in keeping up with the latest fashion news. This strategy is  most successful if it is based on:

A) lifetime value and RFM analysis

B) customer profile information obtained from analysis of Web behavior

C) customer profile information the customer has provided to the company

D) customer profile information obtained through cookies

Answer:  C

142) The process of searching a database for a specific piece of information, such as a birthday, for marketing purposes is:

A) data mining

B) RFM analysis

C) data coding

D) trawling

Answer:  D

143) Haley often purchases clothes from the VF Corporation online. On her birthday, the VF Corporation sends her an e-mail birthday card with a free voucher for $20 for her next online purchase. This is an example of:

A) data mining

B) RFM analysis

C) data coding

D) trawling

Answer:  D

144) The primary advantage of segmenting customers by lifetime value is:

A) the opportunity to develop a different marketing program for each segment

B) knowing how much each segment is worth

C) its ability to increase sales and profits

D) the opportunity to develop personalized communications with each customer

Answer:  A

145) A company uses lifetime value to segment their customers into five different segments. The marketing approach that should be used for the top segment, which has the highest lifetime value, is:

A) offer them price incentives that will increase their purchase level

B) reward them for their patronage

C) reward them for their patronage and encourage them to spend more money with the firm

D) encourage them to increase their purchase level so they can move up to the next highest group

Answer:  B

146) A company uses lifetime value to segment their customers into five different segments. The marketing approach that should be used for the second segment, which has the second highest lifetime value, is:

A) offer them price incentives that will increase their purchase level

B) reward them for their patronage

C) reward them for their patronage and encourage them to spend more money with the firm

D) encourage them to increase their purchase level so they can move up to the next highest group

Answer:  C

147) A company uses lifetime value to segment their customers into five different segments. The marketing approach that should be used for the lowest segments is:

A) offer them price incentives

B) reward them for their patronage

C) reward them for their patronage and encourage them to spend more money with the firm

D) encourage them to increase their purchase level so they can move up to the next highest group

Answer:  D

148) When promotional materials are only sent to customers who have given their approval, the program is called: 

A) direct mail 

B) Internet marketing 

C) permission marketing 

D) a frequency program 

Answer:  C

149) The Book of the Month Club is an example of: 

A) digital direct-to-press 

B) relationship marketing 

C) direct marketing 

D) permission marketing 

Answer:  D

150) Response rates are often higher for permissions marketing programs because: 

A) consumers are receiving marketing material they have given permission for 

B) consumers are high-frequency purchasers 

C) consumers can reject any offer that is made 

D) consumers are contacted only by mail 

Answer:  A

151) With a permission marketing program, customer permission is normally obtained:

A) through third-party marketing research firms

B) when customers make an online purchase

C) by providing an incentive, such as a free gift, a coupon, or entry into a sweepstakes

D) by using cookies obtained from the individual's visit to the Web site

Answer:  C

152) Consumers often ignore marketing information sent to them after joining a permissions marketing program because: 

A) the products are too costly 

B) the marketing pieces are not relevant any more 

C) they can no longer win prizes or receive free gifts 

D) the person has moved and did not leave a forwarding address or e-mail 

Answer:  B

153) To optimize permission marketing programs, firms must feature: 

A) prizes and price discounts 

B) regular newsletters 

C) entertaining content and account information 

D) empowerment and reciprocity 

Answer:  D

154) To optimize permission marketing, firms must grant customers empowerment, which means customers:

A) have power to choose why they want grant permission

B) have control over when and what material is sent to them

C) control when they opt-in and when they opt-out of the program

D) believe they have power throughout the entire relationship, not just at the beginning

Answer:  D

155) To maintain positive attitudes in a permission marketing program, consumers must be given rewards along the way, not just at the beginning. Doing so creates the feeling of:

A) empowerment

B) reciprocity

C) loyalty

D) satisfaction

Answer:  B

156) An incentive program designed to encourage repeat purchases is called: 

A) direct marketing 

B) permission marketing 

C) a frequency program 

D) a ride-along program 

Answer:  C

157) Frequent flier miles in airline travel are a form of: 

A) direct marketing 

B) permission marketing 

C) frequency program 

D) ride-along program 

Answer:  C

158) Typical objectives for frequency programs include all of the following, except: 

A) maintain sales, margins, or profits 

B) attract new customers 

C) increase loyalty of existing customers 

D) preempt or match a competitor's frequency program 

Answer:  B

159) Typical objectives for frequency programs include all of the following, except: 

A) build brand parity 

B) induce cross-selling to existing customers 

C) differentiate a parity brand 

D) preempt the entry of a new brand 

Answer:  A

160) Frequency programs target all of the following goals, except:

A) develop customer loyalty

B) attract new customers

C) match or preempt the competition

D) gain higher income individuals

Answer:  B

161) The following are principles for building a successful frequency or loyalty program, except: 

A) exclude less valuable customers through data mining 

B) design the program to enhance the value of the product 

C) calculate the full cost of the program 

D) design a program that maximizes the customer's motivation to make the next purchase 

Answer:  A

162) The most likely individuals to be enticed to join a frequency or loyalty program are: 

A) light users 

B) moderate users 

C) heavy users 

D) new users 

Answer:  B

163) Participants in a frequency program at a hardware store are the most likely to participate if the reward is: 

A) a 10 percent coupon for any item in the store

B) a 10 percent coupon for a specific item in the store

C) a $25 gift certificate for a meal at a restaurant

D) a $30 voucher for hardware in the store

Answer:  C

164) A useful metric for evaluating members in a frequency program is:

A) data mining

B) geocoding

C) lifetime value analysis

D) RFM analysis

Answer:  D

165) The program designed to build long-term loyalty and bonds with customers, facilitated by technology, is known as: 

A) permission marketing 

B) direct marketing 

C) customer relationship management 

D) frequency marketing 

Answer:  C

166) The key reason many CRM programs failed was:

A) failure to differentiate customer profiles

B) firms did not understand customers

C) a focus on technology rather than people

D) a focus on sales rather than enhancing relationships with customers

Answer:  D

167) The two primary metrics of CRM are:

A) data-driven communications and data-driven marketing programs

B) lifetime value and RFM analysis

C) data mining and data coding

D) lifetime value of customers and share of customer

Answer:  D

168) In developing a CRM program, the "share" of the customer refers to: 

A) the value of the customer over his or her lifetime 

B) the share of the firm's revenue the customer generates 

C) the share of expenditure the customer spends compared to his or her total income 

D) the percentage of expenditures a customer makes with one particular firm compared to total expenditures in the product category

Answer:  D

169) If Amelia spends $300 a year at The Gap and spends an average of $1500 a year on clothes, then the share of customer for The Gap:

A) is 20 percent

B) is 50 percent

C) is $300

D) cannot be determined with the information provided

Answer:  A

170) In developing a CRM program, the "share" of customer term refers to:

A) the potential value that could be added to a given customer's lifetime value 

B) the lifelong earning of a customer 

C) the share of a customer's income that is spent on a particular product 

D) the percentage of time spent on acquiring the customer's loyalty 

Answer:  A

171) The reasons many CRM programs failed include all of the following, except:

A) programs were implemented before a solid customer strategy was created

B) companies failed to conduct lifetime value and RFM analysis prior to implementing the CRM program

C) they were technology driven instead of customer driven

D) customers felt "stalked" rather than "wooed"

Answer:  B

172) Vending products to customers without the use of other channel members is: 

A) database marketing 

B) direct marketing or direct response marketing

C) indirect marketing 

D) by-pass marketing 

Answer:  B

173) The most common method of direct-marketing is: 

A) direct mail 

B) telemarketing 

C) direct response mass media

D) e-mails

Answer:  A

174) The most common approach to direct mail is to:

A) use the firm's database list

B) purchase a mailing list

C) mass mail to everyone within specific geocodes

D) use RFM analysis to parse the mailing list

Answer:  B

175) In purchasing a direct mailing list, a response list consists of individuals who have:

A) met a specific demographic profile

B) responded to previous direct mail offers made by the company purchasing the list

C) made purchases or responded to direct mail offers in the past

D) responded to a direct mail offer within the last 30 days

Answer:  C

176) In purchasing a direct mailing list, a "hot" list consists of individuals who have:

A) met a specific demographic profile

B) responded to previous direct mail offers made by the company purchasing the list

C) made purchases or responded to direct mail offers in the past

D) responded to a direct mail offer within the last 30 days

Answer:  D

177) In purchasing a direct mailing list, a compiled list consists of individuals who have:

A) met a specific demographic profile

B) responded to previous direct mail offers made by the company purchasing the list

C) made purchases or responded to direct mail offers in the past

D) responded to a direct mail offer within the last 30 days

Answer:  A

178) The direct marketing technology that allows for customized printing of material is called: 

A) data mining 

B) digital direct-to-press 

C) digital computerization 

D) direct press 

Answer:  B

179) The primary disadvantage of direct mail is: 

A) quality of mailing lists

B) inability to target mailings 

C) low response rates 

D) clutter 

Answer:  D

180) In terms of online sales, in many cases receiving which of the following is the first step in the buying process? 

A) package inset or ride-along card 

B) e-mail 

C) catalog 

D) telemarketing call 

Answer:  C

181) Successful cataloging today requires: 

A) a companion Web site to facilitate purchasing 

B) an enhanced database for better targeting of catalogs 

C) data mining to determine best profiles of high catalog purchasers 

D) digital direct-to-press technology 

Answer:  B

182) Direct response media marketing includes the following, except:

A) television

B) radio

C) the Internet

D) newspapers

Answer:  C

183) The second most frequently used form of direct response marketing is:

A) television

B) direct mail

C) magazines

D) e-mail

Answer:  D

184) Placing marketing materials in order fulfillment packages is the alternative form of direct marketing known as: 

A) infomercials 

B) package insert programs 

C) ride-alongs 

D) card packs 

Answer:  B

185) Placing marketing materials with another company's direct mailing piece or catalog, which is an alternative form of direct marketing known as a(n): 

A) infomercial 

B) package insert program 

C) ride-along 

D) card pack 

Answer:  C

186) A card pack is: 

A) telemarketing to a stack of cards containing prospects 

B) direct-marketing materials placed in mail-order fulfillment packages 

C) direct marketing materials containing business reply cards in a plastic pack 

D) a form of ride-along program 

Answer:  C

187) The least popular form of direct marketing is:

A) e-mail

B) direct mail

C) inbound telemarketing

D) outbound telemarketing

Answer:  D

188) Outbound direct response telemarketing is most successful when:

A) it is tied into a database and either customers or prospects are being called

B) the calls are made from a compiled list

C) individuals who have visited the company's Web site are called

D) it is used for cross-selling

Answer:  A

189) What is a data warehouse and what type of data should it contain?

Answer:  
The data warehouse holds all of the customer data. It should have operational data, which are the transactions with the company. It should have a marketing database, which contains information about current customers, former customers, and prospects.

190) Identify and describe the two primary types of data coding processes.

Answer:  
1) Lifetime value  which represents the amount of profit an individual will generate in his/her lifetime with a firm. It is normally calculated for a market segment, but can be calculated for an individual.

2) RFM analysis, which is recency, frequency, and monetary. Data is divided into 5 groups sequentially and coded from 1 to 5 for recency, then frequency, and then for the monetary. The result is a 3-digit number from 111 to 555.

191) What are the two types of data mining?

Answer:  
1) building profiles of customers segments, and
2) preparing models that can be used to predict purchase behavior.

192) Discuss the concept of data-driven communication

Answer:  
Data-driven communication should build relationships with customers through one-on-one communications. The Internet provides the most effective and cost efficient method of communication. Web sites can be personalized and customized for each individual visiting it through recording of cookies. Customer profile information should be gathered to enhance personal communications. Companies can use trawling to direct specific communications to individuals and lifetime value segments to target marketing materials to different segments depending on their lifetime value.

193) identify and describe the three primary types of data-driven marketing programs. 

Answer:  
1.
Permission marketing involves sending marketing materials to individuals who have given permission.

2.
Frequency programs are targeted to current customers and should be designed to enhance loyalty and build a stronger relationship.

3.
Customer relationship management (CRM) is designed to build long-term loyalty and bonds with customers through personalization of communications and customization of products.

194) Identify the various forms of direct response marketing.

Answer: 
1.
Direct mail

2.
Catalogs

3.
Direct response media (television, radio, newspapers, and magazines)

4.
Internet

5.
Alternative media (PIPs, ride-alongs, statement stuffers, and card packs)

6.
Telemarketing
1 . What type of objectives within the overall IMC plan can be 

achieved through direct marketing? 

2 . What is a data warehouse? 

3 . What are the two sources of data for a data warehouse? 

4 . What are the three sources of external data in the form of 

lists?

5 . What is geocoding? 

6 . Deﬁne “lifetime value.” How is it determined? 

7 . What does RFM stand for? Explain what an RFM code describes.

8 . Describe a permission marketing program. What are the key beneﬁts of this approach?  
9 . What are the keys to an effective permission marketing program?

10. Describe a loyalty program. Which type of user pays off the best in a loyalty program—light, medium, or heavy users? 

11. What is customer relationship management? 

12. What is meant by the term “share of customer”? 

13.  What are the three main categories of media that can be used to execute a direct marketing campaign? 

14.  What are the strengths and weaknesses of direct marketing?
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