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Chapter 1

Marketing: Managing Profitable Customer Relationships

GENERAL CONTENT: Multiple-Choice Questions

1. Marketing seeks to create and manage profitable customer relationships by delivering ________ to customers.

a. competitive prices

b. superior value

c. superior service

d. superior promotion

e. product assortment

(Answer: b; p. 4; Easy; LO1)

2. You have learned at work that today’s successful companies at all levels have one thing in common: they are heavily committed to marketing and strongly ________.

a. obtaining the best CEOs

b. increasing wealth to stockholders

c. customer focused 

d. employee motivation

e. social responsibility

(Answer: c; p. 4; Moderate; LO2)

3. ________ is managing profitable customer relationships.

a. Management

b. Control

c. Marketing

d. Human resources

e. Customer service

(Answer: c; p. 4; Easy; LO1)

4. The twofold goal of marketing is to keep and grow current customers and to ________.

a. attract new customers by promising superior value 

b. keep and grow current customers by delivering competitive pricing

c. keep and grow current customers by delivering friendly service

d. keep and grow current customers by delivering vast product assortment

e. all of the above

(Answer: a; p. 4; Moderate; LO4)

5. Highly successful companies know that if they take care of their customers, ________ will follow.

a. frequent good word of mouth

b. market share

c. profits

d. market share and profits

e. increased competition

(Answer: d; p. 5; Challenging; LO4)

6. Marketing is more than ________ and advertising.

a. distribution

b. promotion

c. selling

d. pricing

e. customer service

(Answer: c; p. 5; Easy; LO1)

7. Today, marketing must be understood in terms of not just making a sale but also ________.

a. satisfying customers’ needs

b. understanding customers’ value

c. understanding customers’ self-images

d. advertising brilliantly

e. successfully remaining in the market

(Answer: a; p. 5; Moderate; LO2)

8. You have learned from experience as well as from this course that the most basic concept underlying marketing is that of ________.

a. selling and advertising

b. customer identification

c. retaining customers

d. human needs

e. fulfilling consumer wants

(Answer: d; p. 6; Easy; LO2) {AACSB: Diversity}

9. As a new assistant marketing manager trainee, you learn in an orientation meeting that wants are the form human needs take as they are shaped by ________ and individual personality.

a. culture

b. demands

c. self-concepts

d. desires

e. icons

(Answer: a; p. 6; Easy LO2) {AACSB: Diversity}

10. What do companies call a set of benefits that they promise to consumers to satisfy their needs? 

a. market offering

b. value proposition

c. demand satisfaction

d. need proposition

e. evoked set

(Answer: a; p. 6; Moderate; LO1)

11. You are preparing a combination of products, services, information, and experiences to a market to satisfy needs and wants. What are you preparing?

a. value proposition

b. demand satisfaction

c. tactical plan

d. marketing offer

e. strategy

(Answer: d; p. 6; Challenging; LO1)

12. Many sellers make the mistake of marketing myopia by paying more attention to the specific products they offer than to the ________ produced by those products.

a. benefits

b. experiences

c. benefits and experiences

d. value satisfaction

e. customer loyalty

(Answer: c; p. 6; Moderate)

13. As they create brand experiences, smart marketers look beyond the ________ of the products and services they sell. 

a. awareness

b. recognition

c. preferences

d. attributes

e. loyalty

(Answer: d; p. 6; Challenging)

14. By orchestrating several services and products, companies can create, stage, and market brand ________.

a. meaning

b. experiences

c. awareness

d. preferences

e. recognition

(Answer: b; p. 6; Moderate)

15. Customer satisfaction depends on the product’s perceived value relative to the buyer’s ________.

a. cost of obtaining the product

b. expectations

c. cost of competing products

d. cost of the lost experience

e. all of the above

(Answer: b; p. 13; Moderate; LO2)

16. When a customer is satisfied, we can safely say that is when a customer’s purchase ________ his or her expectations.

a. exceeds

b. redefines

c. falls short of

d. lives up to

e. none of the above

(Answer: d; p. 13; Moderate; LO2)

17. Needs and wants are being satisfied through exchange. Which of the following is occurring at this point?

a. selling

b. customer service

c. marketing

d. transaction pricing

e. satisfaction

(Answer: c; p. 7; Challenging; LO1)

18. Marketing consists of actions taken to build and maintain desirable ________ with target audiences involving a product, service, idea, or other object.

a. exchange transactions

b. exchange relationships

c. exchange processes

d. exchange privileges

e. exchange communication

(Answer: b; p. 7; Easy; LO2)

19. This group of buyers’ shares a particular need or want that can be satisfied through exchange relationships.

a. segment

b. target market

c. market 

d. buying group

e. A and C

(Answer: c; p. 7; Easy)

20. As the saying goes, it takes two to tango and this is true of marketing also, which is not carried on by sellers alone. ________ also carry on marketing. 

a. Suppliers

b. Investors

c. Web designers

d. Buyers

e. all of the above

(Answer: d; p. 8; Easy)

21. ________ means managing markets to bring about profitable exchange relationships by creating value and satisfying needs and wants.

a. Selling

b. Promoting

c. Marketing

d. Relationship marketing

e. Market segmentation

(Answer: c; p. 7; Easy; LO1)

22. Rarely do marketers attempt to be all things to all customers. Rather, they want to serve selected customers that they can serve ________.

a. profitably

b. with superior customer service

c. well

d. well and profitably

e. efficiently

(Answer: d; p. 7; Moderate; LO2)

23. Marketing managers are concerned with ways to deal with demand. They may need to find, increase, ________, or even ________ demand.

a. avoid; slow

b. change; reduce

c. maximize; change

d. change; modify

e. maintain; ignore

(Answer: b; p. 8; Challenging)

24. To reduce demand for space on congested expressways in Washington, D.C., the Metropolitan Washington Council of Governments has attempted to engage in ________.

a. target marketing

b. deregulation

c. demarketing

d. gray marketing

e. integration

(Answer: c; p. 9; Easy)

25. The five alternative concepts under which organizations conduct their marketing activities include the production, ________, selling, marketing, and societal marketing concepts.

a. promotion

b. pricing

c. distribution

d. product

e. demarketing

(Answer: d; p. 9; Easy; LO3)

26. The failure brought about by the attempt to “build a better mousetrap” is an often-cited example of marketing ________.

a. failures

b. myopia

c. problems

d. incongruences

e. malfeasance

(Answer: b; p. 10; Moderate)

27. Most firms practice the selling concept when they face ________.

a. a crisis

b. a recession

c. fierce competition

d. the sale of unsought goods

e. marketing myopia

(Answer: d; p. 10; Moderate; LO3)

28. To practice the marketing concept, an organization must deliver the ________ better than competitors.

a. desired satisfactions

b. attractive prices

c. level of service

d. advertising campaign

e. convenient packaging

(Answer: a; p. 10; Moderate; LO2)

29. The marketing concept views marketing not as “hunting,” but as ________.

a. fishing

b. gardening

c. cooking

d. living

e. none of the above

(Answer: b; p. 10; Moderate; LO2)

30. Herb Kelleher of Southwest Airlines used the marketing concept in his successful organization. His perspective of having a customer department uses a(n) ________ perspective.

a. outside-in

b. external

c. inside-out

d. modern

e. traditional

(Answer: a; p. 10; Challenging)

31. Customer-driven marketing usually works well when ________.

a. a clear need exists, and customers are easy to identify

b. customers know what they want and can afford it

c. a firm can deliver the goods desired and customers are thoroughly researched

d. a firm understands customer needs even better than the customer does

e. a want exists and the customer cannot afford it

(Answer: d; p. 8; Challenging; LO3)

32. Now many companies are beginning to think of ________ interests as well as their own customers’ needs.

a. society’s

b. stockholders’

c. investors’

d. lenders’

e. competitors’

(Answer: a; p. 11; Easy; LO3) {AACSB: Diversity}

33. The societal marketing concept seeks to establish a balance between consumer short-run wants and society’s ________.

a. short-run costs and profits

b. short-run ethics

c. long-run welfare

d. health

e. value propositions

(Answer: c; p. 11; Moderate; LO3) {AACSB: Ethics}

34. The nature of the marketplace is ever changing. Of particular importance to marketers are changing demographics, ________, and overcapacity in many industries.

a. more sophisticated competitors

b. higher unemployment

c. slowing incomes

d. political instability

e. 9/11

(Answer: a; p. 18; Challenging)

35. ________ is an important concept when we realize that losing a customer means losing more than a single sale. It means losing the entire stream of purchases that the customer would make over a lifetime of patronage.

a. Heuristics

b. Net profit

c. Customer lifetime value

d. Relationship marketing

e. Market share

(Answer: c; p. 20; Moderate; LO4)

36. Experience has taught us that the key to building lasting customer relationships is to create superior customer value and ________.

a. satisfaction

b. great service

c. competitive prices

d. long-term relationships

e. short-term relationships

(Answer: a; p. 13; Easy; LO4)

37. Customers buy from stores and firms that offer the highest ________.

a. value for the dollar

b. customer perceived value

c. level of customer satisfaction

d. both B and C

e. company image

(Answer: b; p. 13; Challenging; LO4)

38. Customers tend to act on their perception of a product’s value; unfortunately, they do not always judge a product’s values and costs ________.

a. reliably

b. accurately

c. objectively

d. accurately or objectively

e. often

(Answer: d; p. 13; Moderate; LO4)

39. Beyond simply retaining good customers, marketers want to constantly increase their “share of customer.” Describe what this means in marketing terms.

a. Marketers want to increase their market share.

b. Marketers want to increase the share they get of the customer’s purchasing in their product categories.

c. Marketers want to increase the profit margin with this target market.

d. Marketers want to continuously increase their customers’ levels of satisfaction.

e. none of the above

(Answer: b; p. 20; Challenging)

40. ________ is one of the best ways to increase share of customer.

a. Targeting new customers

b. Using bait and switch

c. Cross-selling

d. Relationship selling

e. Partnership marketing

(Answer: c; p. 21; Easy)

41. Is it true that the more loyal the firm’s profitable customers, the higher the firm’s customer equity?

a. no

b. yes

c. maybe

d. cannot tell accurately

e. only if the value proposition is understood

(Answer: b; p. 21; Easy)

42. Surveys show that in markets with few customers and high margins, sellers want to create ________ with key customers.

a. basic relationships

b. relationship marketing

c. extreme partnerships

d. full partnerships

e. marketing myopia

(Answer: d; p. 15; Moderate)

43. Many organizations today realize that in addition to providing financial benefits to customers, they must also add ________ benefits.

a. social

b. emotional

c. rational

d. psychographic

e. product-use

(Answer: a; p. 16; Easy; LO5) {AACSB: Ethics}

44. By supplying customers with special equipment or computer linkages that help them manage their orders, payroll, or inventory, a business marketer would be building customer relationships by adding ________.

a. greater customer service

b. partnership marketing

c. structural ties

d. value-added services

e. none of the above

(Answer: c; p. 16; Moderate; LO4)

45. Besides just acquiring customers, marketing ultimately involves both keeping and ________ profitable customers.

a. tracking

b. placing in a database

c. growing

d. satisfying

e. none of the above

(Answer: c; p. 21; Moderate)

46. We can say that the major forces behind the new ability to bring value to customers are the explosive advances in computers, information, transportation, and ________.

a. telecommunications

b. improved market research

c. better-trained marketing departments

d. Web sites

e. customer–vendor relations

(Answer: a; p. 23; Easy; LO5) {AACSB: Technology}

47. A tremendous advantage of modern communication and advertising tools is that marketers can zero in on selected customers with carefully ________.

a. selected customer profiles

b. standardized products

c. flexible pricing ranges

d. identified behaviors

e. targeted messages

(Answer: e; p. 23; Moderate; LO5) {AACSB: Communication}

48. A recent study confirms that Internet-based shopping in the United States has reached about what percent?

a. 40 percent

b. 50 percent

c. 65 percent

d. 70 percent

e. 80 percent

(Answer: c; p. 24; Easy; LO5) {AACSB: Technology}

49. Many marketers use a concept today to determine which customers can be served profitably and which ones cannot. They target the winning ones for pampering. This concept is called ________.

a. selective relationship management

b. target marketing

c. market segmenting 

d. selective targeting

e. partnership marketing

(Answer: a; p. 17; Challenging; LO4)

50. There is a trend today to do away with unprofitable customers. This ends up improving the ________ of the firm.

a. database

b. profitability

c. image

d. customer relationships

e. market share

(Answer: b; p. 17; Easy)

51. Today, many companies are connecting more ________ and more ________ with their customers.

a. deeply; directly

b. deeply; frequently

c. deeply; inexpensively

d. deeply; efficiently

e. none of the above

(Answer: a; p. 18; Easy; LO4)

52. Today, in countries around the world, managers are going beyond a local view of the company’s industry and competitors. ________ opportunities are becoming more common.

a. Global

b. Ethnic

c. Subcultural

d. Internal

e. Domestic

(Answer: a; p. 25; Easy; LO5) {AACSB: Global}

53. Today firms are often taking a more proactive orientation as they become more environmentally and ________ responsible.

a. socially

b. financially

c. ethically

d. technologically

e. all of the above

(Answer: a; p. 27; Challenging; LO5)

54. Today, in addition to larger corporations, which of the following types of organizations do NOT use marketing strategies?

a. small businesses

b. minority-owned businesses

c. not-for-profit organizations

d. churches and governmental units

e. none of the above

(Answer: e; p. 29; Easy; LO5)

55. Governmental agencies are becoming more involved in marketing as the years pass. When a local government advertises keeping the area’s streams and water supply cleaner, it is involved in ________.

a. green marketing

b. social marketing campaigns

c. demarketing

d. environmental marketing

e. partnership marketing

(Answer: b; p. 28; Moderate; LO5)

56. Are there any types of organizations that do NOT connect through marketing?

a. yes

b. no

c. maybe

d. only for-profit entities

e. cannot be determined

(Answer: a; p. 28; Easy)

57. Many performing arts groups are facing huge operating deficits that they must cover by more aggressive ________.

a. volunteer service

b. customer service

c. advertising

d. donor marketing

e. social marketing campaigns

(Answer: d; p. 27; Moderate; LO5)

58. A modern view of marketing is that it has evolved from merely selling products to ________.

a. satisfying customer wants

b. satisfying customer needs

c. making the best product

d. producing the least expensive product

e. offering the widest selection

(Answer: b; p. 5; Moderate; LO1)

59. In the past, marketers often focused on trying to make each individual sale a profitable one. Today the effort is often one of trying to profit by managing what value?

a. customer equity

b. customer satisfaction index

c. cognitive dissonance

d. brand equity

e. all of the above

(Answer: a; p. 21; Challenging; LO4)

60. Marketers need to ________, create customer value, and build strong customer relationships.

a. find customers

b. understand consumers

c. explore new products

d. seek the highest profits

e. any of the above

(Answer: b; p. 5; Moderate; LO1)

61. Modern companies when engaging in marketing are often concerned with improving two things. These are their customer knowledge and customer ________.

a. appreciation

b. awareness

c. relationships

d. loyalty

e. none of the above

(Answer: c; p. 12; Easy; LO4)

62. According to the opening case, what does NASCAR have in common with other successful companies?

a. They are strongly customer focused.

b. They maintain profitability in every operation.

c. They are committed to marketing.

d. A, B, and C

e. A and C

(Answer: e; p. 4; Easy)

63. Wants become demands when ________.

a. marketers understand consumer needs

b. they are backed by buying power

c. they become less desired than needs

d. the benefits from buying them equal the cost

e. needs cannot be fulfilled

(Answer: b; p. 6; Challenging)

64. Through their marketing offerings, marketers demonstrate they understand ________.

a. consumer needs and wants

b. product benefits

c. competitors’ actions

d. the global marketplace

e. marketing myopia

(Answer: a; p. 6; Moderate; LO1)

65. When smart marketers look beyond product attributes, they create brand experiences and suffer less from ________.

a. customer dissatisfaction

b. unprofitable ventures

c. marketing myopia

d. customer equity

e. a lower market share

(Answer: c; p. 6; Challenging)

66. Which of the following is NOT true regarding a market?

a. A market includes actual and potential buyers.

b. Buyers in a market share a particular need or want.

c. A market includes actual buyers only.

d. Needs and wants in a market can be satisfied.

e. Exchange relationships occur in a market.

(Answer: c; p. 7; Moderate)

67. Marketing managers often focus on two issues when designing a marketing strategy. These are ________ and ________.

a. consumer wants; profitability

b. marketing myopia; brand experiences

c. low prices; product benefits

d. the target market; the value proposition

e. social responsibility; the product concept

(Answer: d; p. 8; Challenging; LO3)

68. According to the production concept, consumers will favor products that are ________ and ________.

a. satisfying; quality focused

b. high-performing; affordable

c. in high demand; hard to find

d. segmented; convenient

e. available; affordable

(Answer: e; p. 9; Easy; LO2)

69. While often criticized, the selling concept is particularly appropriate and effective with which of the following types of products?

a. convenience

b. shopping

c. specialty

d. unsought

e. declining

(Answer: d; p. 10; Easy; LO2)

70. The marketing concept is a ________ philosophy.

a. product-centered “hunting and gardening”

b. product-centered “make and sell”

c. customer-centered “hunting and gardening”

d. customer-centered “sense and respond”

e. profit-centered “sense and respond”

(Answer: d; p. 10; Moderate; LO2)

71. The selling concept takes a(n) ________ perspective; the marketing concept takes a(n) ________ perspective.

a. inside-out; outside-in

b. outside-in; inside-out

c. customer-driven; inside-out

d. inside-out; customer-driven

e. outside-in; outside-in

(Answer: a; p. 10; Moderate; LO2)

72. The societal marketing concept considers whether the marketing concept overlooks conflicts between consumer ________ and consumer ________.

a. needs; wants

b. long-run demands; long-term wants

c. short-run wants; long-term welfare

d. short-run demands; long-term needs

e. short-run welfare; short-run demands

(Answer: c; p. 11; Moderate; LO2)

73. According to the societal marketing concept, in setting their marketing strategies, companies should balance ________, ________, and ________.

a. customer satisfaction; competitor actions; product offerings

b. price; promotion; packaging

c. customer needs; customer wants; customer demands

d. customers; suppliers; employees

e. profits; consumer wants; society’s interests

(Answer: e; p. 11; Easy; LO2) {AACSB: Ethics}

74. The marketing mix includes ________.

a. product

b. price

c. promotion

d. place

e. all of the above

(Answer: e; p. 12; Easy) 

75. In building customer equity, marketers learn that ________.

a. customer equity can never be fully achieved

b. customer equity results from sound customer relationship management

c. customer equity includes the combined customer lifetime values of the company’s current and potential customers

d. customer equity reflects the past better than the future

e. B and C 

(Answer: e; p. 21; Moderate; LO4)

True/False

76. It is safe to say that today’s most important marketing concept is customer relationship management.

(Answer: True; p. 13; Easy; LO4)

77. The simplest definition of modern marketing is managing profitable customer relationships.

(Answer: True; p. 2; Easy; LO1)

78. A thorough definition of marketing tells us that it is a social and managerial process by which individuals and groups obtain what they need and want through creating and exchanging products and value with others.

(Answer: True; p. 5; Moderate; LO1)

79. The difference between human needs and wants is that needs are states of felt deprivation while wants are needs as shaped by culture and individual personality.

(Answer: True; p. 6; Easy)

80. Porsche is addressing customer needs by putting forth a set of benefits they promise to consumers to satisfy them. Porsche is concerned with the company’s value proposition.

(Answer: True; p. 9; Moderate; LO1)

81. Smart marketers look beyond the attributes of the products and services they sell. They create brand experiences for consumers.

(Answer: True; p. 6; Moderate; LO1)

82. Customer value in relation to a purchase depends on how well the product’s performance lives up to the customer’s expectations.

(Answer: False; p. 7; Moderate; LO2)

83. Marketing management is not always interested in serving every customer in every way to remain competitive in today’s markets.

(Answer: True; p. 8; Moderate; LO2)

84. At times it becomes necessary to reduce demand for some products and services. When the government tries to reduce smoking of tobacco products, it adds more tax to the products and is practicing the production concept.

(Answer: True; p. 9; Easy; LO3) {AACSB: Ethics}

85. Amy’s law office has developed a new format and wording for wills. The staff believes they offer the most in quality, performance, and innovative features. Her law office is practicing the production concept.

(Answer: False; p. 9; Moderate; LO2)

86. The selling concept holds that it is important to have a likable sales staff in order to insure that customers will buy your product.

(Answer: False; p. 10; Easy; LO2)

87. Your department holds that achieving organizational goals depends on knowing the needs and wants of target markets and delivering the desired satisfaction better than competitors do. Your department is practicing the selling concept.

(Answer: False; p. 10-11; Moderate; LO2)

88. We say that the selling concept is an outside-in perspective.

(Answer: False; p. 10; Challenging; LO2)

89. The major difference between customer-driving marketing and customer-driven marketing is that the former considers only existing needs.

(Answer: False; p. 11; Moderate; LO3)

90. The societal marketing concept questions whether the pure marketing concept overlooks possible conflicts between consumer short-run and long-run welfare.

(Answer: True; p. 11; Moderate; LO2)

91. Burger King views marketing as the science and art of finding, retaining, and growing profitable customers by providing them with the food they want. This firm practices societal marketing.

(Answer: False; p. 11; Moderate; LO2)

92. Your supervisor is concerned with the entire stream of purchases each customer makes over the lifetime of his or her patronage. We call this customer lifetime value.

(Answer: True; p. 20; Moderate; LO4)

93. Customers usually buy from sellers that offer the lowest customer-perceived value.

(Answer: False; p. 13; Easy; LO4)

94. A smart company tries to delight customers by promising more than it can deliver and delivering more than it promises.

(Answer: False; p. 13; Moderate; LO4)
95. Loyal customers must be more than simply satisfied; they must be highly delighted.

(Answer: True; p. 13; Easy; LO4)

96. To increase their “share of customer,” a firm concentrates on retaining as many customers as possible over their lifetimes.

(Answer: False; p. 21; Challenging; LO4)

97. Companies want not only to create profitable customers, but also to “own” them for life, capture their lifetime value, and earn a greater share of their purchases.

(Answer: True; p. 21; Moderate; LO4)

98. In order to build relationships with key customers, firms can add structural ties as well as financial and social benefits to customer purchases.

(Answer: True; p. 16; Moderate; LO4) {AACSB: Ethics}

99. The major marketing development of our day is summed up in a single theme called connecting.
(Answer: True; p. 18; Moderate; LO5)

100. Marketing offers include products and services, but not persons, places, organizations, information, or ideas.

(Answer: False; p. 6; Easy; LO1)

101. The marketing mix includes production, price, promotion, and packaging; this is known as the four Ps of marketing.

(Answer: False; p. 12; Easy; LO1)

102. Theoretically, customer satisfaction could be defined as the buyer’s expectations minus the product’s perceived performance.

(Answer: True; p. 13; Challenging; LO4)

103. A company with many low-margin customers may seek to develop full partnerships with them; a company with few high-margin customers may seek to develop basic relationships with them.

(Answer: False; p. 15; Moderate; LO2)

104. With selective relationship management, companies use customer profitability analysis to eliminate losing customers and target winning ones.

(Answer: True; p. 17; Easy; LO4)

105. In classifying customers according to their projected profitability and loyalty, we find that customers labeled as “barnacles” are both profitable and loyal.

(Answer: False; p. 22; Easy; LO4)

Essay

106. Explain the role of social responsibility in marketing.

Marketers build relationships with social responsibility by doing what they think is right and good toward various groups; these groups include the general public, customers, employees, and stockholders. Many firms view social responsibility as a chance to connect with these groups, whereas other firms resist such movements until urged by lobbyists or legislation to act.

(p. 26; Easy; LO1) {AACSB: Ethics}

107. Marketing has no role in the not-for-profit sector. Discuss.

Marketing, until recently, has been most widely applied in the for-profit sector. However, marketing is now a major part of the strategies of many not-for-profit organizations. Such marketing efforts focus on services available and the efficiency with which these services are performed, instead of focusing on earning profits.

(p. 27; Easy; LO1)

108. Define marketing in terms of a “blind date.”

In its simplest definition, marketing is managing successful relationships. Marketing also means satisfying needs. Marketing is a social as well as a managerial process by which individuals and groups obtain what they need and want through creating and exchanging value with others. The blind date must remember that they are the other person’s blind date as well. If the two parties are satisfied, it is a successful exchange. If they are “delighted,” it may lead to a repeat exchange and eventually “loyalty.”

(p. 4; Moderate; LO1)

109. It has been incorrectly said that marketers can create needs. How does the difference among needs, wants, and demands help explain why this is false?

Marketers realize that humans have needs when they are in a state of felt deprivation. These needs take on the form of wants as they are shaped by culture and individual personality. When backed by buying power, wants become demands. Companies research existing demands and supply the products that satisfy the needs and wants that drive them.

(p. 6; Easy; LO1) {AACSB: Ethics}

110. Explain marketing management in today’s terms.

Marketing management is the art and science of choosing target markets and building profitable relationships with them. This involves getting, keeping, and growing customers through creating, delivering, and communicating superior customer value. Thus, marketing management involves managing demand, which in turn involves managing customer relationships.

(p. 8; Challenging; LO3)

111. Explain a marketer’s value proposition.

Companies address needs by putting forth a value proposition, which means a set of benefits that they promise to consumers to satisfy their needs. Companies fulfill the value proposition by offering some combination of products, services, information, or experiences to satisfy needs and wants in the market.

(p. 9; Moderate; LO4)

112. Describe each of the five marketing management orientations and identify which of these appears to be best for society.

The production concept holds that consumers will favor products that are available and highly affordable. The product concept holds that consumers will favor products that offer the most in quality, performance, and innovative features. Those who follow the selling concept hold that consumers will not buy enough of the firm’s products unless it undertakes a large-scale selling and promotion effort. Using the marketing concept means that achieving organizational goals depends on knowing the needs and wants of target markets and delivering satisfaction better than competitors do. The societal marketing concept holds that the firm should deliver value to customers in a way that maintains or improves both the consumer’s and the society’s well-being.

(p. 10; Challenging; LO3)

113. Explain customer relationship management.

Customer relationship management is no longer defined as customer database management activity. It is now the overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction.

(p. 13; Moderate; LO4)

114. What is the key to lasting customer relationships? How is this linked to higher lifetime value and increased customer equity?

The key to building lasting customer relationships is found in going beyond the basic level of satisfaction (meeting expectations) to the level of delighting the customer. This can be accomplished through judiciously selecting target customers (those you are better able to serve), shaping the customers’ level of expectation (to increase your chance of surpassing it), and delivering a product of perceived high value. The result is increased customer loyalty, higher lifetime customer value, and increased customer equity.

(p. 19; Challenging; LO4)

115. Analyze the major challenges facing marketers heading into the new “connected” millennium.

Marketers must connect faster and better with customers. The latest technologies must be used to ensure delivery of time-based competition. Web sites and e-commerce must be fine-tuned to connect with more carefully selected customers. Many companies are connecting directly with customers to customize their mix of products and services. Partnership relationship and supply chain management must be built with strategic alliances to make those domestic and global challenges.

(p. 25; Moderate; LO5)
APPLICATION CONTENT: Multiple-Choice Questions

116. Jim Taggart just completed his resume. In it he described his current position by saying that he is involved in getting, keeping, and growing customers through creating, delivering, and communicating superior customer value. What is Jim’s job?

a. general manager

b. supervisor

c. marketing manager

d. sales manager

e. top manager

(Answer: c; p. 8; Challenging)

117. The marketing manager at Sunshine Car Washes is holding a training session for new employees. She stresses that perhaps the most important concept of modern marketing is ________.

a. customer relationship management

b. e-mail advertising

c. a quality Web site

d. properly trained salespeople

e. low prices

(Answer: a; p. 13; Moderate; LO4)

118. For the past two years Mary Conti has wanted to buy a new car. Now that she has finally graduated from college and taken a good paying job she has the buying power to purchase the red convertible she has dreamed about. Mary’s want now has become a ________.

a. need

b. necessity

c. demand

d. satisfier

e. none of the above

(Answer: c; p. 6; Easy)

119. After surveying all 3,500 customers by e-mail, Best Value Stores learned that its customers favor high-quality, performance, and innovative features. Best Value’s customers were surveyed about ________.

a. product concept

b. production concept

c. customer satisfaction

d. marketing concept

e. promotion concept

(Answer: a; p. 10; Challenging; LO2)

120. Jolene’s firm markets preplanning services for a mortician. She finds that most of her target market wants to avoid discussing their future funeral needs, and she must somehow first get their attention. Jolene’s firm is most likely practicing the ________.

a. production concept

b. marketing concept

c. selling concept

d. relationship concept

e. social advertising campaign

(Answer: c; p. 10; Easy; LO2)

121. Bill Taylor works for a company selling magazine subscriptions over the phone. His firm uses the selling concept, which takes a(n) ________ approach.

a. outside-in

b. myopic

c. inside-out

d. marketing concept

e. customer service

(Answer: c; p. 10; Easy)

122. Marie Ortiz enjoys her work at Futuristic Designs, Inc. Her organization understands customer needs even better than customers themselves do and creates products and services that will meet existing and latent needs, now and in the future. Marie’s firm practices ________ marketing.

a. customer-driven

b. customer-driving

c. relationship

d. donor

e. none of the above

(Answer: b; p. 11; Challenging; LO3)

123. Your new internship is working with a marketing manager who is heavily involved in the process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction. Which one of the following best describes the main concern of your new manager?

a. database management

b. Web site hits

c. relationship management

d. donor marketing

e. customer relationship management

(Answer: e; p. 13; Easy; LO4)

124. Tommy Gray attempts to deliver customer satisfaction every day in his Audio Expressions installation business. He is a smart operator who knows that the key to this goal is to match ________ with ________.

a. customer expectations; competitive prices

b. company performance; competitive prices

c. customer expectations; company performance

d. company performance; unique products

e. relationship building; promotional tools

(Answer: c; p. 13; Moderate; LO3) {AACSB: Ethics}

125. You have recently started working for a women’s dress shop. On the day the owner hired you, she commented that one of her store’s greatest strengths is their loyal repeat customers. You suggested that she further encourage this behavior through ________.

a. a Friday night sale

b. saying hello to them by name as they enter the store

c. surveying them about what they like about the store

d. developing a frequency marketing program

e. thanking them at Xmas time

(Answer: d; p. 16; Moderate)

126. Shania works hard with her Internet customers to create an emotional relationship for her customers with the products and services that she and her staff sells. She and her staff have created ________ by going beyond the expected.

a. customer delight

b. customer satisfaction

c. customer equity

d. customer value

e. customer loyalty

(Answer: a; p. 13; Challenging)

127. Tim Wright’s marketing intern recently asked him just what the term customer relationship management involves. Which of the following should Tim be certain to mention in his answer?

a. owning the customers for life

b. capturing their lifetime value

c. building overall customer equity

d. all of the above

e. none of the above

(Answer: d; p. 13; Easy; LO4)

128. Because of extensive price competition and subsequent low-margin customers, Rich Stone is sure that the best type of relationships with his customers would most likely be ________. 

a. full partnerships

b. basic relationships

c. relationship marketing

d. key customer marketing

e. lifetime value

(Answer: b; p. 15; Moderate)

129. You have just read a report in a leading business magazine. It stated that the major marketing developments as we enter the new millennium may be summed up in what single theme?

a. relationship marketing

b. connecting

c. partnering

d. networking

e. customer equity

(Answer: b; p. 18; Challenging; LO5)

130. The world you face today and its marketing realities is probably quite different from the world once faced by your professors when they were students. What technology is most likely behind this new environment?

a. the Internet

b. Web sites

c. voice mail

d. cell phones

e. simultaneous engineering

(Answer: a; p. 23; Easy; LO5) {AACSB: Technology}

131. Pete Sanchez has just realized something that he needs to tell his marketing manager at work. Pete knows that today few firms still practice true ________.

a. production orientation

b. sales orientation

c. mass marketing

d. quality orientation

e. marketing segmenting

(Answer: c; p. 16; Moderate)

132. Jim Chung strengthens his company’s connections with partners, including raw materials and component producers as well as the wholesalers and retailers who carry his company’s products. What type of management is he using?

a. outside partnering

b. supplier connecting

c. mentoring

d. supply chain

e. channeling

(Answer: d; p. 19; Easy; LO5)

133. When a company recognizes that they need partnerships that go beyond simple supply chain management, they most likely are looking for ________.

a. strategic alliances

b. strategic planning

c. partnering

d. mutual reciprocity

e. re-engineering

(Answer: a; p. 19; Moderate; LO5)
134. Sally recently purchased a new hand lotion. In analyzing the product’s perceived performance against her expectations, Sally was measuring her level of ________.

a. customer perceived value

b. customer satisfaction

c. exchange

d. demand

e. customer lifetime value

(Answer: b; p. 14; Easy)

135. Members of the sales team at Dekko International visit only prospective customers who purchase a minimum of $50,000 of insulated wire per year. Dekko is using ________.

a. selective relationship management

b. a frequency marketing program

c. a club marketing program

d. demarketing

e. a value proposition

(Answer: a; p. 16-17; Easy)

Short Answer

136. What are the twofold goals of marketing?

The twofold goals of marketing are to attract new customers by promising superior value and to keep and grow current customers by delivering satisfaction.

(p. 4; Easy; LO1)

137. Culture and individual personality shape human needs into wants. What transforms wants into demands?

Wants become demands when backed by purchasing power.

(p. 6; Moderate)

138. What should sellers consider if they wish to avoid marketing myopia?

Sellers should consider the particular benefits and experiences desired by their customers, and not just pay attention to the specific products they offer.

(p. 6; Moderate)

139. You are a manufacturer of tents, sleeping bags, and outdoor cooking equipment. How might you go about creating brand experiences for your customers?

Such manufacturers should focus on the benefits enjoyed through the use of their products—access to the great outdoors, shared family experiences, and relived memories of the consumer’s youth.

(p. 7; Easy)

140. Think about suppliers and other marketing partners. A modern marketing system relies on profitable relationships all along the way. How might Wal-Mart rely on their marketing partners in order to offer low prices?

Wal-Mart must rely on suppliers that will provide merchandise at low costs, a low-cost and efficient distribution system, an accurate and efficient customer relationship database system, and a strong partnership with each of the members of its supply chain.

(p. 8; Moderate; LO1)

141. How might a marketer define its value proposition?

In considering its value proposition, a marketer will look at how the firm can best serve the customers and how it can differentiate itself in the marketplace.

(p. 8; Easy; LO4)

142. When demand for the latest talking Elmo was at its highest, it was suggested that manufacturers purposefully maintain strong demand by limiting supply, which would drive prices up. If this were the case, explain how such manufacturers were NOT carrying out the production concept.

The production concept holds that consumers favor products that are available and affordable. With this concept, manufacturers work to increase production and improve manufacturing efficiency, and thus eventually lower the price paid by the consumer.

(p. 9; Challenging; LO2)

143. Company X carries a vast surplus of office supplies; thus, in order to clear their inventory, the company follows the selling concept. Explain how customer relationships may be lost in the process.

The company’s current aim appears to be to sell the supplies they make rather than make what the market needs; such a strategy creates sales transactions but not long-term relationships.

(p. 10; Challenging; LO2)

144. Many companies, such as Southwest Airlines, take an outside-in perspective. How do such companies address their customers’ desires?

Outside-in companies are customer driven; they find the right products for their customers rather than the right customers for their products.

(p. 10; Moderate)

145. In nineteenth-century Dublin, Molly Malone sold cockles and mussels while shouting to passers-by, “alive-alive-oh.” Was Molly taking an outside-in or inside-out perspective? Explain.

The vendor’s approach was inside-out. The cockles and mussels are available. The vendor’s job was then to attract willing buyers.

(p. 10; Challenging)

146. When a vendor has invented a new, super-efficient mousetrap and promotes it as such to find customers who are willing to buy, is a production concept, product concept, or selling concept being practiced? Explain.

A product concept is used when the vendor promotes an available product solely on the basis of performance to find customers who are willing to buy.

(p. 10; Moderate; LO2)

147. Explain why electronics and pharmaceuticals manufacturers may use customer-driving marketing.

In such industries, consumers do not know exactly what new products are available; therefore, consumers rely on such firms to tell them what they need.

(p. 11; Moderate; LO3)

148. Mr. Bill’s Seafood wants to implement its marketing strategy through a well-defined marketing mix. What elements must thus be addressed?

Mr. Bill’s must create a marketing offer (product), determine a selling price, decide how to distribute (place) the offer, and communicate with the target customer about the offer (promotion). These are the four Ps.

(p. 12; Easy; LO1)

149. Explain how storing customer information in a database might better prepare Saturn in customer relationship management (CRM).

Managing detailed information about customers may allow Saturn to design new models around customer demographics and desires for specific features. These “touchpoints” can be the key to long-term customer loyalty.

(p. 25; Moderate; LO4)

150. What characteristics are used to determine whether sellers create basic relationships or full partnerships with customers?

A company with many low-margin customers develops basic relationships; a company with just a few high-margin customers relies on full partnerships.

(p. 15; Challenging)

151. Explain how a store owner might consider customer lifetime value when a disgruntled customer leaves his or her store dissatisfied. Discuss with an example.

The owner may view the situation as a $50,000 loss if, for example, each customer spends about $100 per week, shops 50 weeks per year, and remains in the area for about 10 years. Customer lifetime value equals the long-term value of the customer.

(p. 20; Easy; LO4) {AACSB: Ethics}

152. How can a marketer increase “share of customer”?

The marketer can offer greater variety to customers; in addition, the marketer can train employees to cross-sell and up-sell in order to market more products and services to existing customers.

(p. 21; Easy)

153. In classifying customers into relationship groups, explain what marketers can expect from “butterflies.”

“Butterflies” are profitable but not loyal. Marketers should enjoy butterflies for the moment because they soon flutter off. Marketers should create profitable and satisfying transactions with butterflies, then cease investing in them until the next time around.

(p. 22; Moderate)

154. If a firm practices caring capitalism in its social responsibility efforts, as does Ben & Jerry’s and Patagonia, where does the firm place its focus?

Such firms distinguish themselves by being more civic-minded and caring; they may build social responsibility into their company value and mission statements.

(p. 27; Challenging; LO5) {AACSB: Global}

155. How is marketing being applied in the not-for-profit sector?

Firms in the not-for-profit sector use marketing to enhance their images, to encourage donor marketing to attract memberships and donors, and to design social marketing campaigns to encourage specific causes.

(p. 27; Moderate)

Scenario


Carol Veldt, owner of Seagull Terrace, watched her investment grow from a small, seaside motel to a thriving year-round resort in just a few years. Atop a bluff overlooking the Maine coast, Seagull Terrace had attracted thousands of visits during the summer months, but then faced a tremendous downturn in business during the winter months. “But, given the industry in the nearby towns, very little year-round competition, and our close proximity to Portland,” Carol said, “I couldn’t understand why seasonality had to hit Seagull Terrace so hard!”


So Carol spent her first winter devising a new marketing plan. She put together a promotional package designed to attract business travelers year-round. Carol’s plan, then, involved a seasonal promotional gimmick—to be implemented from late winter to late spring—that would attract the large summer crowd. Her idea worked! During her second winter, Carol greeted numerous business travelers—both satisfied repeat guests as well as new guests who had been snagged by her promotional appeals.


“We still have a long way to go,” Carol Veldt admitted. “Our delicatessen offers delicious entrees, but we’d like to expand that. We provide health club privileges off-site, but we’d like to eventually provide our own. These are goals I hope to achieve in a few years. Our first project, however, included a renovation of our guest rooms and I’m quite proud of the results.” Carol then added, “Actually, there are so many possibilities! With an indoor pool area, I will eventually offer weekend get-aways throughout winter.”

156. Based on the marketing process, what are Carol Veldt’s strengths?

Carol was able to understand her customers’ needs and wants. She was able to deliver superior value through her marketing program, which created customer delight.

(p. 13; Easy; LO4)

157. What is included in the marketing offer at Seagull Terrace and how does this offer vary depending upon their targeted visitors?

Seagull Terrace provides activities and amenities that make a night’s stay more satisfying; two targeted—seasonal visitors and year-round business travelers, seek these various activities and amenities.

(p. 6; Moderate; LO1)

158. How is Carol Veldt attempting to create brand experiences for her visitors?

Carol is attempting to include numerous services and amenities for her visitors. Eventually, everything the visitors want or need will be offered at Seagull Terrace.

(p. 6; Moderate)

159. What activities of Carol Veldt demonstrate the role of a marketing manager? 

Carol is attempting to find, attract, keep, and grow target customers by creating, delivering, and communicating superior customer value. These are essential tasks of a marketing manager.

(p. 8; Moderate)

160. Seagull Terrace now has two distinct target markets. Define and describe them. 

Two types of guests are being lured: seasonal visitors during the summer and year-round business travelers.

(p. 8; Easy; LO2)

161. In what ways might Carol be implementing the product concept?

Carol understands that guests will favor services that offer the most in quality and innovative features; Carol’s strategy currently focuses on making continuous improvements.

(p. 10; Challenging; LO2)

162. Is Carol implementing the selling concept? If yes, discuss how.

Because of the need to attract new customers and retain existing customers, Carol understands that Seagull Terrace will need a large-scale promotional effort.

(p. 10; Challenging; LO2)

163. How might the marketing mix at Seagull Terrace differ between its two target markets?

Business travelers may be offered a discount business rate; obviously, the promotional tactic will differ for these guests. Summer guests may pay higher rates, but the beauty of Maine’s 
coast and the beach, as well as Seagull Terrace’s variety of services, will be the main attractions.

(p. 12; Easy; LO2)

164. In order to guarantee customer satisfaction, what must Carol offer in the way of services and amenities? 

Carol will attempt to create services and amenities that not only meet, but rather exceed, buyer expectations.

(p. 13; Easy)

165. Explain how Carol is engaging in partner relationship management. Explain how this could be enhanced.

Guests at Seagull Terrace currently receive health club privileges at a nearby health facility. Guests during the summer could receive sailboat rentals through such arrangements; year-round business travelers could be given meal discounts at local restaurants, dry cleaning services, and so forth.

(p. 18; Challenging; LO4)

Continuing Small Business Case #1: Millersville Lions Club

The Millersville Lions Club has been serving the Millersville, Pennsylvania and adjoining areas for more than 70 years. Originally founded in the 1930s by a group of local businessmen, the club is affiliated with Lions Clubs International, the world’s largest service club organization. Service clubs like the Lions, Rotary, Sertoma, and others bring people together in an effort to provide service to local communities. The Millersville Lions have supported local schools through a “Student of the Month” program and a generous scholarship program. They conduct a litter pickup several times a year on a major local road. They financially support several other organizations such as Meals-on-Wheels and the local volunteer fire department. Holiday gift baskets are delivered to shut-ins. An Easter Egg Hunt, Halloween Party, and Santa Party are also sponsored. The club also operates the Lions Club Community Pool that provides a community recreational area, creates more than a dozen summer jobs for local youths, and generates more than $150,000 a season in revenues. These revenues are then returned to the community through wages and programming. In the United States, over the past decade, many organizations like the Millersville Lions Club have been experiencing difficulty in finding new members. As a result, membership has declined and the average age of a Millersville Lion is now above 60. Ironically, Lions Clubs International is still growing, with most of the growth now taking place outside of the United States.  

166. Clearly the Millersville Lions Club provides needed service to the local community. How would you define their market offering?

A market offering is some combination of products, services, information or experiences offered to a market to satisfy a need or want. Many of the services provided by the Millersville Lions, individually or in total, could be considered their market offering. However, the club also offers an opportunity, through membership, to contribute service to the community 

(p. 6; Moderate; LO1)

167. Since the Millersville Lions Club appears to provide services both needed and wanted by the local community, why has this club, along with so many other service clubs in the United States, faced declining membership?

Here we might consider the text’s discussion of two topics: what target market(s) do we serve and what is our value proposition. While the services provided are needed and wanted by the local community, membership in the organization is not. Potential members are drawn from the local community. Originally, local businessmen populated most service clubs, including the Lions. Membership was an honor and by invitation. As the members grew older the service clubs failed to replenish their membership with younger community members. The clubs failed to change their target market(s) to reflect the changing community. The organizations came to be seen by younger community leaders as “old man” clubs. The value proposition also fell short of what was fully competitive in the market. Younger community leaders focused more on family and activities centered on their homes. They ran for political office, volunteered for the fire department, and worked with their church communities. There was competition for their time, and in a faster-paced world, there was little or no room for the Lions Club.

(p. 9; Moderate)

168. Lions Clubs International continues to grow while United States clubs are in decline. How might this be explained?

Here we consider the “marketing concept”. This concept holds that achieving organizational goals depends on knowing the needs and wants of target markets and delivering their desired satisfactions better than competitors do. The community needs focus of other cultures, versus the more individualistic focus dominant in the United States, may offer a partial answer. Community service, at the expense of personal gain, is more common in many parts of the world than it is in the United States. Thus, while the community in the United States appreciates the services the Lions provide, there may be less felt need to participate in their delivery. This, coupled with the existing older age of the membership, as opposed to outside the United States where the clubs are just now being formed and have no such established older membership, has led to more interest in membership outside the United States than within.

(p. 10; Moderate; LO5)

169. How might Lions Clubs, and other similar institutions, address the problem of declining membership?

The answer here will most likely be creative, something that should be recognized and encouraged within the student. One approach might be to attempt to link the elimination of the appreciated service programs with inactivity among targeted new membership, thus creating a sense of crisis akin to a call to action. This might lead, however, to the development of a new or parallel service organization. Another approach might be to recognize the importance of family activities and to begin a long process of repositioning the Lions Club to be more of a family organization. It is important to remember that customers buy benefits, not products, and that benefits are evaluated based on perceptions of value received rather than reality. Serving as a Millersville Lion must be seen to be something of value to new members or they will not join (make the purchase).

(p. 6; Moderate; LO5)

Continuing Small Business Case #2: Busy Bee PlaySpace

Busy Bee PlaySpace is the brainchild of Phillip and Sheree Bourne. Phil and Sheree are the parents of two preteens. Sheree works as a special education teacher at the local high school and has long dreamed of opening a day care center. It was during a discussion of this dream that she and several friends developed the idea for an indoor play space. The basic concept was to provide a large, airy area with climbing tunnels, a play mat area, a ball pit, monkey bars, and other integrated play spaces. Also within the facility would be a puppet theater, a face painting station, a party room, and a make-believe street set up for pedal cars. The facility would also provide a comfortable table and chair area for parents, a snack bar, and child-friendly restrooms. This facility would be indoor and thus heated in the often cold winter and air conditioned during the hot local summers. The idea was unique for the area, with only one possible competitor, a local sports center that targeted the local youth. The area had a population of approximately 450,000 within a 15-minute drive of their proposed site. This site was also located amidst a large tourist motel area that serviced close to 3,000,000 annual visitors. The Bournes planned to target two segments, local parents and those visiting the area with small children.

170. How would you define the market offering of Busy Bee PlaySpace?

A market offering is some combination of products, services, information, or experiences offered to a market to satisfy a need or a want. The physical product that is being offered can first define the product offering: a safe play space that is also educational and entertaining. However, the benefit perceived and received by the likely customer could also go beyond this to include a sense of accomplishment through being a good parent to young children.

(p. 6; Moderate; LO1)

171. How might the product offering be different for each of the two proposed target markets?

For the local target market segment, the product may also possess a social component as local parents meet each other for play groups, or meet up with neighbors and friends. For the tourists visiting the area, the product may provide for a more family-friendly visit. When families travel they often seek activities that benefit the entire family; thus a child-friendly play space available while on vacation could quite possibly be attractive.

(p. 8; Moderate; LO2)

172. Is Busy Bee approaching their market planning from a “product concept” or a “marketing concept” orientation?

It might be suggested that Busy Bee has taken a product concept approach. The idea began with a personal dream about a day care center, and it was expanded to become an indoor play space. At no point in this process is the mention of fulfilling a customer need. However, the shift from a day care center to the play space approach might also be taken to suggest that Sheree modified the initial product idea and her friends to better reflect the potential market needs.

(p. 9-10; Moderate; LO2)

Continuing Small Business Case #3: Carr’s Butter

Tim Carr is a highly respected and successful business owner in Lancaster, Pennsylvania. For most of his adult life, he has focused on providing a high-quality dining experience. He currently owns and operates a fine dining establishment that bears his name. He operates a small stand at a local farmer’s market, where he purveys high-quality meats, prepared foods, and some organic products. He owns a small specialty food store that sells select gourmet food items and the freshest seafood. He is preparing to open a small gourmet market shop abutting an upscale development built on a private country club. Tim is also a trained and highly regarded chef with extensive experience in the kitchen. As a fine chef Tim feels that there is a market for the highest of quality organic butter. He believes that discriminating home cooks and chefs in fine restaurants would be willing and able to pay a premium price for such a product. He also believes that the marketplace would attach significant value added to such a product based on its origin in Lancaster County, Pennsylvania.

173. How would you define the market offering of Carr’s Butter?

A market offering is some combination of products, services, information, or experiences offered to a market to satisfy a need or a want. The physical product that is being offered here, the highest quality organic butter, can first define the product offering. However, the benefit perceived and received by the likely customer could also go beyond this to include a sense of accomplishment through being able to cook with the absolute best of ingredients. There is certainly an appeal to the sense of personal worth as demonstrated by consumption choice.

(p. 6; Moderate; LO1)

174. Is Tim Carr following a “product concept” orientation or a “marketing concept” orientation?

Mr. Carr definitely believes that the market needs and wants, in this case, the highest of quality product. He is not, however, following a product concept. He is not trying to sell this quality product to the entire market. He recognizes that only a small segment will have a need and a want for this level of quality. He thus is moving forward with a marketing concept orientation, where he feels he knows the needs and wants of this small target market and where he is better able than the competition to deliver the desired satisfaction.

(p. 10; Moderate; LO2)

175. Tim Carr has years of experience in serving customers and building customer loyalty. Apply the concept of “customer lifetime value” to Carr’s Butter.

Since we do not yet have any sales figures associated with the sale of Carr’s Butter, this discussion should be more conceptual. It is assumed that the fine chef customers for Carr’s Butter will use a substantial quantity of the product in baking, sautéing, and preparing sauce. If the expectation level for product quality is set sufficiently high to encourage purchase and the product delivers satisfaction against this level of expectation of quality, customer loyalty should result and sales should be substantial and continuing. This would lead to high lifetime customer value. The issue is a bit more complex with home users. Their individual dollar purchases will be in smaller unit quantities; however, the total dollar market may be more substantial here due to the much larger number of potential purchasers. This market, however, may be more susceptible to fads and thus more prone to competition.

(p. 20; Moderate; LO4)
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