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1.

10.

How can a reciprocal sales arrangement between a buyer and seller create an unethical situation?
A. Reciprocal sales arrangements almost always create price discrimination.
B. Reciprocal sales arrangements usually result when a breach of warranty occurs.
C. Ethical issues usually occur when the reciprocity is technological in nature.
D. Ethical issues can occur when the reciprocity hurts or eliminates competition.

Which of the following is an example that might require a retailer to special order an item?
A. A customer purchases a watercolor print that is signed by the artist.
B. A customer asks a retailer to place a specific DVD player in layaway.
C. A customer requests a limited edition musical CD that is not normally stocked.
D. A customer wants to buy a shelf in a standard size that is currently out of stock.

Cornucopia Specialty Gifts charges an 18% handling fee for custom orders. The fee is based on
the total amount of the order. The invoice indicates that the total order amount is $249.00. What
is the handling charge for the order?

A. $29.88 C. $44.82

B. $37.35 D. $54.78

An advantage of using the first-in, first-out (FIFO) inventory valuation method is that retailers
are able to value inventory based upon

A. what they paid for the goods. C. what they budgeted for buying.

B. the selling price of the goods. D. the amount given for discounts.

A paint manufacturer establishes an exhibit that distributes painting technique brochures and
paint chip examples in a retail establishment. What sales promotion technique is being used?
A. Point-of-purchase display C. Mobile sampling exhibit
B. Cooperative advertising agreement D. In-store advertising specialties

The major reason retailers use cost-based markup pricing as their main pricing method is because
this type of standardized markup pricing is

A. confusing to customers. C. convenient, fast, and easy.

B. difficult for competitors to analyze. D. challenging and time consuming.

A mid-priced automobile company provides customers with free transportation while their cars
are being repaired. What attribute is the company using to gain the competitive advantage?

A. Safety C. Loyalty

B. Service D. Performance

Giving employees the responsibility and authority for completing specific tasks or assignments is an
example of

A. management. C. delegation.

B. communication. D. leadership.

Discount stores often ask for the customer's zip code at the checkout counter to obtain
immediate information about
A. the average age of customers. C. how much customers can pay for products.
B. how often customers visit the store. D. a geographic area for a direct-mail campaign.

Which of the following is a characteristic of retail factory outlets that sell discontinued and
irregular merchandise?

A. Stock a variety of brands C. Require paid memberships

B. Owned by the manufacturers D. Managed by local businesses
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1. D
Ethical issues can occur when the reciprocity hurts or eliminates competition. Reciprocal sales
arrangements are agreements between two parties that they will buy products from each other.
Reciprocal sales agreements do not always create ethical dilemmas, however problems can occur
when the two parties deliberately try to eliminate competition. Price discrimination occurs when a
seller has different pricing structures for similar customers. Reciprocal sales agreements do not
necessarily create price discrimination. A breach of warranty occurs when the quality or
performance of a product is misrepresented by the seller. Reciprocal sales arrangements can
occur with any type of business. Therefore, technological businesses are not any more likely to
experience ethical dilemmas when engaging in reciprocal selling arrangements than other types of

businesses.
SOURCE: SE:106
SOURCE: p. 39, Sales Management: Teamwork, Leadership, and Technology. Futrell, C.,
South-Western, 6th ed., 2001.
2. C

A customer requests a limited edition musical CD that is not normally stocked. Special orders are
sales transactions that require retailers to obtain products that they do not normally carry in stock
(e.g., limited edition CD). An item that is personalized (e.g., monogrammed shirt) or custom-made
is a special order item. An out-of-stock item such as a standard-sized shelf is not generally
considered a special order. A product that is available and on hand for immediate purchase (e.qg.,
signed print) does not require the retailer to process a special order. Layaway is a service that
retailers often offer customers. Layaway requires a customer to provide a monetary deposit to the
retailer. The retailer holds the product for a certain period until the customer pays the balance due.
SOURCE: SE:009
SOURCE: p. 454, Retail Management: A Strategic Approach. Berman, B.; Evans, J.R.,
Prentice Hall, 7th ed., 1998.

3. C
$44.82. When preparing invoices, retailers consider all costs including any handling fee. To
calculate the handling fee, multiply the amount of the order by the percentage ($249.00 x 18% or

.18 = $44.82).
SOURCE: DS:030
SOURCE: p. 22, Marketing and Essential Math Skills: Teacher's Edition. Stull, W.A., South-
Western Educational Publishing, 1999.
4, A

What they paid for the goods. The first-in, first-out (FIFO) method of valuing inventory is based on
the cost of the oldest items in stock, the items that were purchased first. The advantage of using
this method is that retailers value the inventory based upon what they paid for the goods rather
than on the current value, which might be more than the original price. For example, a retailer
negotiates a low purchase price and obtains expensive goods at a reasonable price. Shortly
thereafter, the price increases and the goods are now more costly. Valuing the goods with the FIFO
method will save the retailer money because it must pay taxes on the value of current inventory.
The FIFO method does not value inventory on the basis of selling price, the amount budgeted for
buying, or the amount given for discounts.

SOURCE: DS:052

SOURCE: pp. 586-587, Retailing. Lewison, D.M., Prentice-Hall, 6th ed., 1997.



Delta Epsilon Chi Sample Exam Questions RETAIL MANAGEMENT KEY

5. A
Point-of-purchase display. Point-of-purchase displays exhibit information and/or products in highly
visible store locations to encourage sales. Point-of-purchase displays are usually placed near
customer checkout points but might also be effective in other locations. For example, a paint chip
display is usually located near the paint mixing equipment. Cooperative advertising is an
agreement in which funds are provided to retailers by the producers of goods to help pay for the
retailers' advertising expenses. A mobile sampling exhibit is transported by motor vehicle from one
location to another location (e.g., shopping malls) to distribute promotional materials such as
product samples and coupons. Specialty advertising refers to usable products (e.g., pens, key
chains) that are imprinted with a company name or logo and given away freely to others. Specialty
advertising can be used in various settings including retail stores and trade shows.
SOURCE: PR:094
SOURCE: pp. 390-404, Promotion & Integrated Marketing Communications. Semenik, R.,

South-Western, 2002.

6. C
Convenient, fast, and easy. Using the same markup percent for each product in a particular
product line standardizes the pricing procedure, which makes the process convenient, fast, and
easy for retailers with numerous pricing decisions. This same method is largely standardized
across the retail industry, which makes the prices easy for competitors to analyze and copy. It is
not confusing to customers.
SOURCE: PI:018
SOURCE: pp. 545-548, Marketing: Concepts and Strategies (2000e). Pride, W.M.; Ferrell,

0O.C., Houghton Mifflin, 2000.

7. B
Service. Luxury car dealers, such as Lexus, often provide their customers with free transportation
while their cars are being serviced. However, most mid-priced car dealerships do not usually
provide free transportation. A mid-priced car dealer that offers a service that its competitors do not,
is setting itself apart in terms of the level of service that it provides. Free transportation does not
necessarily emphasize safety, loyalty, or performance.

SOURCE: PM:042
SOURCE: pp. 220-221, Principles of Marketing. Kotler, P.; Armstrong, G., Prentice Hall, 8th
ed., 1999.
8. C

Delegation. Delegation involves assigning responsibility or authority to another person. When
managers delegate responsibility, they give employees the power or authority to make decisions.
Managers usually delegate certain routine jobs to employees so they can spend more time doing
the type of work that managers are expected to perform. Management is the process of
coordinating resources in order to accomplish an organization's goals. Giving employees
responsibility and authority is an example of delegation, which is a management activity.
Communication is an exchange of information and involves giving employees as much information
as they need to complete the delegated task. Leadership is the ability to guide or direct the actions
of others in a desired manner.
SOURCE: MN:119
SOURCE: pp. 233-234, Essentials of Management. DuBrin, A.J., Thomson/South-Western,
6th ed., 2003.
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10.

D

A geographic area for a direct-mail campaign. Discount stores often collect zip code information to

find out where their customers live. Then, they use the information to mail promotional materials to

residents of those areas. Zip code information does not tell how often customers shop. While zip

codes are useful when researching census or other demographic information, they will not in

themselves tell how much customers can pay or the average age.

SOURCE: IM:182

SOURCE: U.S. Small Business Administration, Online Women's Business Center. (n.d.).
Market ResearchN What Is It, What Can It Do? Retrieved February 3, 2004, from
http://www.onlinewbc.gov/docs/market/mk_research_trad.html

B

Owned by the manufacturers. A factory outlet is a unique type of retail business that is owned and

operated by a manufacturer and used to sell the manufacturer's discontinued merchandise,

irregulars, closeouts, and canceled orders. Most factory outlets sell merchandise at greatly reduced

prices. They are profitable because they have very low operating costs and do not offer the

services associated with other types of retail businesses. Factory outlets usually stock only the

brands offered by the manufacturer that owns the outlet. Factory outlets are open to the public and

do not require paid memberships. The outlets are managed by the manufacturer rather than local

businesses.

SOURCE: BA:061

SOURCE: pp. 154-156, Retail Management: A Strateqgic Approach. Berman, B.; Evans, J.R.,
Prentice Hall, 7th ed., 1998.




