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The Marketing Environment, Ethics, and Social Responsibility


Chapter 3—The Marketing Environment, Ethics, and Social Responsibility
TRUE/FALSE

1.
In addition to planning for change, marketers must set goals to meet the concerns of customers, employees, shareholders, and members of the general public.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

2.
Change may sometimes be gradual and evolutionary, but it is more often the result of crisis.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

3.
Alisha is working on a promotional campaign designed to take advantage of a newly identified target market. She is working on environmental management.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

4.
Environmental scanning collects external data, analyzes it, and determines whether the trends identified are opportunities or threats to the company.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

5.
Environmental management focuses on achieving organizational objectives in technical, geo-political, strategic, informational, and ecological environmental areas.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

6.
Washington lobbyists for the tobacco and dairy industries are engaged in environmental management.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

7.
Environmental management rarely works because marketers cannot hope to influence the external environment, they can only respond to changes in it.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

8.
A strategic alliance is a partnership among firms in which resources and capital are combined to create competitive advantages in older, stagnating markets.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

9.
Strategic alliances are necessary in countries such as China where local laws require foreign companies to work with local businesses.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

10.
Utilities enjoying a monopoly in a local market are becoming increasingly powerful in today’s market environment as a result of the deregulation movement of the past three decades.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

11.
A local cable company that offers services in cable, telephone, and Internet was made possible by the deregulation movement.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

12.
A large pharmaceutical company invents a very small device that can be implanted in people with diabetes to provide time-released amounts of insulin. A patent for this invention will set up a temporary oligopoly for the company.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

13.
The most direct form of competition comes from marketers of dissimilar products, such as a supermarket that locates next door to a hardware store.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

14.
Six firms - GM, Ford, Chrysler, Toyota, Honda, and Nissan - share 90 percent of U.S. auto sales. This is one of the reasons why the auto industry is considered a monopoly.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

15.
If there are high start-up costs and other barriers to entry, an industry is less likely to become an oligopoly.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

16.
Marketing theory would define Starbucks, Caribou Coffee, and Dunkin’ Donuts as indirect competitors because some coffee drinkers are particular about the brands they purchase.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

17.
The competition between Amtrak, Hertz, and Delta Airlines for the travelers’ dollar is considered indirect competition because these services can be substituted for one another.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

18.
Marketers do not need to continually assess competitors’ marketing strategies, as the success or failure of a product is independent of the competitive environment.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

19.
As part of competitive strategy, some firms gain access to markets or new technologies through acquisitions and mergers.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

20.
Answering the competitive strategy question, “How should we compete?” requires marketers to make marketing mix decisions that leave their firm at a competitive advantage in the marketplace.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

21.
The decision of whether or not to compete should be based on a firm’s resources, objectives, and expected profit potential.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

22.
In deciding which markets to enter, a company must evaluate its limited resources and determine how to allocate those resources in a manner that will yield the greatest benefit.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

23.
Time-based competition is based on a strategy of developing and distributing goods and services more slowly and cautiously than competitors.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

24.
Google established partnerships with several mobile phone companies to position a Google search bar on their phones. The rapid introduction of this innovative alliance can be attributed to Google’s strategy of time-based competition.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

25.
The strategies of time-based competition and first mover can be advantageous to companies that are most impacted by technology.
ANS:
T
PTS:
1
DIF:
2
OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
KN

26.
The existing U.S. legal framework was constructed in a logical, systematic manner, resulting in a coherent and easily understood body of laws.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

27.
Regulations affecting marketing practices have been enacted only on the federal level.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

28.
To cope with the complex and changing political-legal environment, many large business firms maintain in-house legal departments.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

29.
The Sherman Antitrust Act, the Clayton Act, and the Federal Trade Commission Act are evidence of federal commitment to maintain a competitive business environment in the United States.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

30.
The first phase of federal regulation of business was aimed at protecting competitors and included the Robinson-Patman Act, passed in the 1930s.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

31.
The newest regulatory frontier in the United States is cyberspace, where state and federal regulators are investigating ways to police the Internet and online services.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

32.
A customer of All World Bank receives telemarketing calls and e-mails from the bank’s business partners, Specialty Insurance and Global Investments. Since the customer has signed into the Do Not Call Registry, these companies are in violation of the federal regulation.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

33.
The Federal Food and Drug Act was designed to maintain a competitive environment in the food and drug industries.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

34.
A clothing manufacturer sells to 300 retail chains and boutiques within the United States. Since West coast retailers have a more affluent clientele, they can command higher retail prices. This is likely to be considered illegal under the Robinson-Patman Act.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

35.
One way the Federal Trade Commission can enforce laws is by issuing a consent order in which a firm accused of violations can agree to voluntary compliance without admitting guilt.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

36.
When you get your cable, Internet, and telephone bill from the same company, you are experiencing the benefits of the Telecommunications Act of 1996.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

37.
Public and private consumer interest groups and self-regulatory organizations are a part of the legal environment.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

38.
The FTC and U.S. Department of Justice can stop mergers if they believe the proposed acquisition will reduce competition by making it harder for new companies to enter the field.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

39.
The gross domestic product, or GDP, of a nation is the measure of the annual production of goods and services, minus the goods and services exported to foreign markets.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

40.
The business cycle is composed of three phases: prosperity, depression, and recovery.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

41.
Consumer spending sinks to its lowest level during an economic depression.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

42.
Since the last major depression in the 1930s, U.S. fiscal and monetary policies have attempted to control extreme fluctuations in the business cycle that lead to depression.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

43.
Sears offers discount coupons and lowers prices on 1,000 items in the store in order to generate sales. This is most likely to occur during an economic recession.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

44.
During the recession stage of the business cycle, consumers stick with the brands they know, often ignoring the basic, functional products that carry low price tags.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

45.
As economic recovery begins after a period of recession, consumer purchasing power increases and consumption patterns would reveal a sharp spike.
ANS:
F
PTS:
1
DIF:
1

OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

46.
During an eighteen-month period, sales of Mercedes automobiles, Carnival Cruise vacations, and Florida real estate increased by at least 20 percent. A marketer might deduce that the business cycle is in the late stages of recovery or experiencing a period of economic prosperity.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

47.
Economic recovery can be described as a period when consumer spending begins to cautiously increase, while companies try to hold down rising costs.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

48.
Since a persistent increase in prices reduce a consumer’s purchasing power and devalues money, it follows that deflation must necessarily be better for the economy than inflation.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

49.
Laura decided to quit her job and travel for a year. She can be considered a part of the population that is unemployed.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

50.
A major constraint on consumer spending is deflation, which devalues money by reducing the products it can buy through persistent price increases.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

51.
Deflationary periods can be downward spiral of price reductions, declining profit margins, and corporate cutbacks.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

52.
The extent of consumer spending is directly correlated with the rate of unemployment.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

53.
A stay-at-home mother, a high school senior, and a retired government employee are considered unemployed if they do not have a job and don’t want one.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

54.
Marketers are usually more concerned with the amount of discretionary income in households.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

55.
Not-for-profit organizations are not impacted by the rate of discretionary spending.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

56.
Electric utilities often give advice on how consumers can use less electricity during the summer months and save money on their electric bills. This is an example of demarketing.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

57.
Demarketing is a reaction to a surplus of production materials that results in product supply exceeding demand.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

58.
Foreign currency fluctuations, labor costs, and political stability are part of an international economic environment that affects U.S. marketers.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

59.
Technological advancement helps reduce prices and offers superior, cost-efficient distribution methods.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Distribution | R&D Knowledge of technology, design, & production
MSC:
KN

60.
Technological innovations create not just new goods and services but also entirely new industries.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

61.
Despite its many advantages, technology can seldom address social concerns.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

62.
Research and development efforts by private industry represent a major source of technological innovation.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

63.
Industry, government, colleges and universities, and other not-for-profit institutions all play roles in the development of new technology.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

64.
The U.S. military has historically been a source of product innovation and many of its technologies have been adapted for the consumer markets.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

65.
Creative applications of technology can benefit society, but rarely give firms a definite competitive edge since other firms can simply copy the technology.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

66.
The relationship between marketing, society, and culture is called socio-economic theory.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

67.
The birthrate in the United States is rising and subculture populations are increasing.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Diversity | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

68.
The cultural diversity of the United States results in various submarkets, each with unique values, cultural characteristics, purchasing behaviors, and consumer preferences.
ANS:
T
PTS:
1
DIF:
2


OBJ:
3-6


NAT:
AACSB Diversity | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

69.
Marketing strategies that work for a particular cultural group in the United States will always work when applied to the same cultural group abroad.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Diversity | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

70.
The choice between pleasing all consumers and remaining profitable—thus surviving—defines one of the most difficult dilemmas facing business.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

71.
The basic consumer rights expounded by President Kennedy in 1962 include “the right to be safe,” referring to the idea that the goods and services people buy should not be injurious in normal use.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

72.
Environmental influences have directed attention away from marketing ethics.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-7


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

73.
Ensuring ethical practices means promising customers and business partners to sacrifice quality and fairness for profit.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-7


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

74.
Promotions, the most direct link between a firm and its customers, are used to attract and retain customers. Hence, the ethical questions raised in such issues are nullified.
ANS:
F
PTS:
1
DIF:
2


OBJ:
3-7


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

75.
The four dimensions of social responsibility are economic, legal, ethical, and philanthropic in nature.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

76.
Green marketing involves campaigns that encourage people to adopt socially beneficial behaviors such as safe driving, eating more nutritious food, or improving the working conditions of people half a world away.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

77.
Production, promotion, and reclamation of environmentally sensitive products is the basic premise of ethical marketing.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

78.
Consumers have responded by purchasing more and more of green goods, providing profits and opportunities for growth to the companies that make and sell them.
ANS:
T
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN
MULTIPLE CHOICE

1.
The process of collecting information about the external marketing environment is called:

	a.
	environmental management.

	b.
	marketing research.

	c.
	marketing management.

	d.
	environmental scanning.


ANS:
D
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

2.
Monitoring local newspapers and television news shows for general information relating to a firm’s business would be an example of:

	a.
	environmental scanning.

	b.
	economic analysis.

	c.
	social-political manipulation.

	d.
	technological development.


ANS:
A
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

3.
A firm that works with the Food and Drug Administration to create new regulations is practicing:

	a.
	marketing management.

	b.
	environmental scanning.

	c.
	marketing research.

	d.
	environmental management.


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

4.
When Kevin analyzes recent data from the U.S. Census Bureau to uncover new markets for his firm’s product, he is engaged in:

	a.
	strategic alliance.

	b.
	research and development.

	c.
	environmental scanning.

	d.
	marketing management.


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

5.
Marketers must take into account external environments when creating a marketing strategy. These include all of the following except the _____ environment.

	a.
	political-legal

	b.
	social-cultural

	c.
	competitive

	d.
	creative


ANS:
D
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

6.
Achieving organizational objectives by predicting and influencing the competitive, political-legal, economic, technological, and social-cultural environment is referred to as _____.

	a.
	research and development

	b.
	marketing research

	c.
	environmental management

	d.
	environmental analysis


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

7.
The goal of __________ is to analyze information and decide whether the identified trends represent significant opportunities or pose major threats to the company. 

	a.
	environmental scanning

	b.
	environmental management

	c.
	benchmarking

	d.
	deregulation movement


ANS:
A
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

8.
To acquire regional expertise and comply with local laws of a country, international firms often find it desirable to:

	a.
	form political action committees.

	b.
	export goods and services to that country.

	c.
	form strategic alliances with domestic companies in that country.

	d.
	relocate manufacturing facilities to that market.


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model International Perspective | R&D Strategic & systems skills

MSC:
KN

9.
Alliances are considered essential in a country where: 

	a.
	markets are monopolistic in nature.

	b.
	laws require foreign firms doing business there to work with local companies.

	c.
	the partners combine resources and capital to create competitive advantages in a new market.

	d.
	efforts are required to achieve organizational objectives by predicting and influencing the competitive and political-legal environments.


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model International Perspective | R&D Knowledge of general business functions
MSC:
KN

10.
Friums & You, a Canadian firm, together with its subsidiaries, manufactures and markets snacks, confectionery, and quick meal products worldwide.They have been trying to set up business in China. As per Chinese laws, Friums & You will have to be involved in a _____ to start operations in China.

	a.
	temporary arrangement

	b.
	buyout

	c.
	strategic alliance

	d.
	hostile takeover


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-1


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

11.
Corea Inc., a biopharmaceutical company, engages in the research, development, manufacture, and marketing of prescription medicines. A new drug developed by them has been awarded patent rights by the U.S. FDA. The patent grants them exclusive rights to manufacture and market the drug for 3 years. Which of the following statements will be true?

	a.
	Corea Inc. will operate in a market with monopolistic competition.

	b.
	Corea Inc. will have a natural monopoly in the market for this drug.

	c.
	Corea Inc. will operate in a perfectly competitive market.

	d.
	Corea Inc. will have a temporary monopoly in the market for this drug.


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

12.
Pharmaceutical companies often get patents granting them the exclusive right to produce and market drug formulations they have developed. These patents are:

	a.
	the result of non-compete agreements signed by pharmaceutical firms.

	b.
	in violation of ethical principles on which business is based.

	c.
	probably of little use because what one firm can patent, another can duplicate.

	d.
	rewards for the millions that the firms invested in the research and development process.


ANS:
D
PTS:
1
DIF:
3


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

13.
Which of the following statements is true regarding monopolies?

	a.
	It is enjoyed by few organizations as sole suppliers of a good or service.

	b.
	It is common in the telecommunications industry.

	c.
	It cannot be achieved temporarily, even through the use of patents and similar legal devices.

	d.
	It is the most common type of competition in the U.S. market.


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

14.
Marketers must constantly monitor their competitors’ products, prices, distribution, and promotional efforts because:

	a.
	the competitors may be violating the truth-in-advertising laws.

	b.
	it can lower a firm’s command over the market price.

	c.
	only that can prevent indirect competition.

	d.
	new product offerings by a competitor may require adjustments to one or more components of the firm’s marketing mix.


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

15.
Which of the following has ended total monopoly protection for most utilities like natural gas, electricity, water, and cable TV service? 

	a.
	Deregulation movement

	b.
	Disinvestment

	c.
	Temporary monopoly

	d.
	Perfect competition


ANS:
A
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Distribution | R&D Knowledge of general business functions

MSC:
KN

16.
An industry with only a few large competing firms is called a(n):

	a.
	regulated monopoly.

	b.
	pure monopoly.

	c.
	perfect competition.

	d.
	oligopoly.


ANS:
D
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

17.
Which of the following industries would most likely be an oligopoly?

	a.
	Telecommunications

	b.
	Computer 

	c.
	Automobile

	d.
	Agricultural


ANS:
C
PTS:
1
DIF:
2
OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

18.
The competition between Chevron and Amoco oil companies is:

	a.
	a form of oligopoly because they are the only two players in this market.

	b.
	monopolistic since each is selling in a different market and not competing.

	c.
	direct because they are targeting the person who wants to purchase gasoline and related products.

	d.
	indirect because they market substitutable goods.


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

19.
A(n) _____ is a structure that refers to a limited number of sellers in an industry in which high start-up costs form barriers to keep out new competitors while ensuring that corporations remain innovative.

	a.
	duopoly

	b.
	monopoly

	c.
	oligopoly

	d.
	monopsony


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Distribution | R&D Knowledge of general business functions

MSC:
KN

20.
Which of the following is an example of indirect competition?

	a.
	WiMax competing with Wi-Fi.

	b.
	An ExxonMobil station opening across the street from a Shell retail outlet.

	c.
	Competition among Verizon, AT&T, and T-Mobile.

	d.
	Purchase of a Honda Accord competing with a Toyota Camry.


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Distribution | R&D Knowledge of general business functions

MSC:
AP

21.
In the United States, four major music companies receive 80% of recording revenues. Such a market structure is termed as _____.

	a.
	perfect competition

	b.
	oligopoly

	c.
	monopolistic

	d.
	duopoly


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

22.
What is the significance of the ENERGY STAR to marketers?

	a.
	Consumers prefer environmentally friendly, cheaper alternatives.

	b.
	It adds to the promotional efforts, without affecting the product performance.

	c.
	It is easier to bluff consumers by displaying ENERGY STAR.

	d.
	Regulatory agencies have made ENERGY STAR certification mandatory.


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

23.
Last summer, the Thomas family had to decide whether to buy a new car, go to Disney World, or remodel their basement. They chose the vacation. This illustrates :

	a.
	that competition can be defined in terms of dissimilar products vying for a limited supply of discretionary buying power.

	b.
	how the most direct form of competition plays a role in a consumer’s decision making.

	c.
	how competition for essential items leaves unlimited discretionary funds for non-essentials. 

	d.
	that there can be no competition among dissimilar products.


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

24.
Which of the following helps time-based competitors to improve product quality, reduce costs, and expand product offerings to satisfy new market segments and enhance customer satisfaction?

	a.
	Intensity and adaptability

	b.
	Flexibility and responsiveness

	c.
	Rigidity and vision

	d.
	Profitability and coverage


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

25.
Lockheed Martin won the largest Defense Department contract ever by proving it could be the first company to develop and fly a new model plane. This illustrates the importance of _____.

	a.
	rapid prototyping of new products.

	b.
	demarketing.

	c.
	time-based competition.

	d.
	the legal environment.


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

26.
Which strategy requires developing and distributing goods and services more quickly than competitors?

	a.
	Time-based competition

	b.
	Follower

	c.
	Flanker 

	d.
	Harvesting


ANS:
A
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Marketing Plan | R&D Knowledge of general business functions
MSC:
KN

27.
In which of the following industries are you most likely to encounter time-based competition?

	a.
	Construction

	b.
	Technology

	c.
	Commodities

	d.
	Mining


ANS:
B
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Reflective Thinking | CB&E Model Marketing Plan | R&D Knowledge of general business functions
MSC:
AP

28.
Why do many large firms maintain in-house legal departments?

	a.
	It is mandatory as per federal laws for corporations with more than 500 employees.

	b.
	It is a trend started by the major law abiding firms of the past.

	c.
	In order to cope up with vast, complex, changing political-legal environment.

	d.
	Independent regulatory agencies advise organizations to have legal departments.


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

29.
In which phase of U.S. government regulation were major laws such as the Sherman Antitrust Act, Clayton Act, and Federal Trade Commission Act passed to maintain a competitive environment?

	a.
	Phase aimed at protecting competitors

	b.
	Industry deregulation phase

	c.
	Antimonopoly period

	d.
	Consumer protection phase


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

30.
Identify the latest regulatory frontier.

	a.
	Protecting competitors

	b.
	Industry deregulation 

	c.
	Antimonopoly 

	d.
	Cyberspace


ANS:
D
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

31.
Luring consumers to provide personal information is called _____.

	a.
	piracy

	b.
	viral marketing

	c.
	logging

	d.
	phishing


ANS:
D
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Online/Computer | R&D Knowledge of technology, design, & production
MSC:
KN

32.
The history of U.S. government regulation can be divided into four phases: antimonopoly period, consumer protection, industry deregulation and _____.

	a.
	protecting trade

	b.
	protecting competitors

	c.
	protecting cyberspace

	d.
	protecting privacy


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

33.
Which of the following callers are not exempted by the Do Not Call Registry?

	a.
	Political candidates

	b.
	Market research firms

	c.
	Not-for-profit organizations

	d.
	Companies that have an existing relationship with the consumer


ANS:
B
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

34.
What was the prime reason behind the formation of regulations aimed at protecting competitors?

	a.
	Independent merchants felt the need for legal protection against competition from

larger chain stores.

	b.
	To maintain a competitive environment by reducing the trend toward increasing concentration of industry power in the hands of a small number of competitors.

	c.
	Government sought to increase competition in industries like telecommunications, utilities, transportation, and financial services by discontinuing many regulations.

	d.
	Government sought to permit firms to expand their service offerings to new markets.


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

35.
Artisanal Brands, Inc. markets and distributes a line of specialty, artisanal, and farmstead cheese products in the United States. The company gives bulk discounts to their wholesalers. The result is that smaller stores are getting the products at a higher rate as compared to supermarkets and large shopping chains. These stores will be protected under _____.

	a.
	Sherman Antitrust Act

	b.
	Robinson-Patman Act

	c.
	Wheeler-Lea Act

	d.
	Celler–Kefauver Act


ANS:
B
PTS:
1
DIF:
3


OBJ:
3-3


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

36.
Which act prohibits restraint of trade and monopolization and identifies competitive marketing system as a national policy goal?

	a.
	Wheeler-Lea Act

	b.
	Sherman Antitrust Act

	c.
	Federal Trade Commission Act

	d.
	Clayton Act


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

37.
Which act prohibits price discrimination in sales to wholesalers, retailers, or other producers?

	a.
	Wheeler-Lea Act

	b.
	Robinson-Patman Act

	c.
	North American Free Trade Agreement

	d.
	Federal Trade Commission Act


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

38.
Federal Trade Commission Act is a: 

	a.
	law for protecting consumers.

	b.
	law for regulating competition.

	c.
	law for maintaining a competitive environment.

	d.
	law deregulating specific industries.


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model International Perspective | R&D Knowledge of general business functions
MSC:
KN

39.
Which of the following bans the purchase of domain names that are identical or confusingly similar to existing registered trademarks?

	a.
	Anticybersquatting Consumer Protection Act

	b.
	Identity Theft and Assumption Deterrence Act

	c.
	Antitrust Act

	d.
	Privacy Protection Act


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model International Perspective | R&D Knowledge of general business functions
MSC:
KN

40.
Which law protects intellectual property rights by prohibiting copying or downloading of digital files?

	a.
	Real ID Act

	b.
	Electronic Signature Act

	c.
	Digital Millennium Copyright Act

	d.
	Identity Theft and Assumption Deterrence Act


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

41.
HandyBrands Inc., a consumer goods company, engages in the design, manufacture, sourcing, and sale of apparel essentials in the United States and internationally. They have a very good e-tailing portal. Online shopping constitutes 40% of their sales. Recently, they have faced complaints by customers that the orders are not getting processed. The reason was a Web site with similar content and an identical domain name. HandyBrands Inc. should take the help of _____.

	a.
	Electronic Signature Act

	b.
	Anticybersquatting Consumer Protection Act

	c.
	Identity Theft and Assumption Deterrence Act

	d.
	Credit Card Accountability, Responsibility and Disclosure Act


ANS:
B
PTS:
1
DIF:
3


OBJ:
3-3


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

42.
Which of the following is not a law for deregulating the telecommunication industry?

	a.
	Telecommunications Act

	b.
	Do-Not-Call Improvement Act

	c.
	Fee Extension Act

	d.
	Consumer Telephone Records Act


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

43.
If a business refuses to comply with a request by the _____, the firm can get a cease-and-desist order, which gives a final demand to stop an illegal practice.

	a.
	Environmental Protection Agency

	b.
	Consumer Product Safety Commission

	c.
	U.S. Department of Justice

	d.
	Federal Trade Commission 


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

44.
The Council of Better Business Bureaus is a national organization devoted to consumer

service and _____.

	a.
	business self-regulation

	b.
	deregulation

	c.
	self-awareness

	d.
	financial regulation


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

45.
JP Video Rentals is offering “Rent 2 get 1 free video rental coupon”. They have been accused of deceptive advertising throughout the USA. Which division of The Council of Better Business Bureaus is designated to handle such cases?

	a.
	National Advertising Division 

	b.
	Advertising Standards Authority 

	c.
	Direct Marketing Association

	d.
	Institute of Sales Promotion


ANS:
A
PTS:
1
DIF:
3


OBJ:
3-3


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

46.
Which of the following consists of factors that influence consumer buying power and marketing strategies?

	a.
	Competitive environment

	b.
	Cultural environment

	c.
	Economic environment

	d.
	Regulatory environment


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

47.
During which phase in the business cycle do marketers consider lowering prices and increasing promotions that include special offers to stimulate demand?

	a.
	Prosperity

	b.
	Recession

	c.
	Recovery

	d.
	Introduction


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

48.
When marketers offer new products, increase their promotional efforts, and expand their distributional limits, it is a sign of:

	a.
	low inflation and low unemployment.

	b.
	low inflation and high unemployment.

	c.
	high inflation and high unemployment.

	d.
	high inflation and low unemployment.


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

49.
The Robinson family bought a car as they were offered a no-interest financing option. The family’s annual vacation was also booked through a discount travel firm Expedia.com. The family has purchasing power, but they are preferring to spend their money cautiously like most families of the country. The above stated instances indicate which stage of the business cycle?

	a.
	Depression

	b.
	Prosperity

	c.
	Recession

	d.
	Recovery


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

50.
In Australia, consumer spending in the past few months has seen an upward trend, and buyers are willing to spend more on premium brands. From this pattern, we can say that Australia is in the _____ stage of the business cycle.

	a.
	recovery

	b.
	prosperity

	c.
	recession

	d.
	depression


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

51.
In the recovery period, which type of firms have the best possible chance to create loyal customers by providing exceptional service?

	a.
	Brands

	b.
	Sick units

	c.
	Low cost, no frills services

	d.
	Price skimmers


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

52.
Which of the following usually indicates a strong economy?

	a.
	Growth in services such as banking and restaurants

	b.
	Cautious spending by businesses and consumers

	c.
	The focus on basic, functional products, lower price tags

	d.
	Increase in purchasing power coupled with uncertain demand


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

53.
_____ are used by the federal government to control extreme fluctuations in the business cycle that can lead to a depression.

	a.
	Deregulation

	b.
	Monetary and fiscal policies

	c.
	Stringent environmental policies

	d.
	Mergers and acquisitions


ANS:
B
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

54.
It is believed that marketers need to reevaluate their strategies and concentrate on their most promising products during _____.

	a.
	recession

	b.
	recovery

	c.
	depression

	d.
	prosperity


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

55.
Which of the following devalues money and reduces its purchasing power through persistent increase in prices?

	a.
	Disinflation

	b.
	Stagflation

	c.
	Inflation

	d.
	Deflation


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Customer | R&D Knowledge of general business functions

MSC:
KN

56.
Which term is used to describe the amount of money available with people after buying necessities such as food, clothing, and housing?

	a.
	Basic income

	b.
	Gross income

	c.
	Discretionary income

	d.
	Personal income


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

57.
_____ can cause a damaging downward spiral, causing a freefall in business profits, lower returns on most investments, and widespread job layoffs.

	a.
	Deflation

	b.
	Disinflation

	c.
	Inflation

	d.
	Stagflation


ANS:
A
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

58.
News reports from Zimbabwe indicate that a small pack of locally produced coffee beans cost approximately 1 billion Zimbabwean dollars, an amount that would have bought 60 new cars less than ten years ago in the same country. It can be surmised that Zimbabwe is experiencing extremely high levels of _____ which has spiraled out of control in the past ten years.

	a.
	growth

	b.
	stagflation

	c.
	deflation

	d.
	inflation


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Reflective Thinking | CB&E Model Customer | R&D Knowledge of general business functions
MSC:
KN

59.
It has been seen in the United States that major innovations often lead to:

	a.
	reduced personal consumption.

	b.
	increased standard of living.

	c.
	decreased annual spending.

	d.
	reduced discretionary income.


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

60.
The process of reducing consumer demand for a product to a level that the firm can reasonably supply is called __________.

	a.
	indirect marketing

	b.
	economic marketing

	c.
	direct marketing

	d.
	demarketing


ANS:
D
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

61.
_____ leads to new goods and services for consumers, improves existing products, offers better customer service, and often reduces prices through new, cost-efficient production and distribution methods.

	a.
	Reintermediation

	b.
	Consumerism

	c.
	Disintermediation

	d.
	Technology 


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-5


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of technology, design, & production
MSC:
KN

62.
A leading e-Learning company is expanding its operations in Japan. To ensure smooth communication between branches, it needs a communication technology which provides facilities such as call plans, call waiting, and three way calling, among others. Additionally it would like to keep the costs low. Which technology should it adopt?

	a.
	IMS

	b.
	VoIP

	c.
	JIT

	d.
	RFID


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-5


NAT:
AACSB Reflective Thinking | CB&E Model Creativity | R&D Knowledge of technology, design, & production


MSC:
AP

63.
MedicaPlus, a pharmaceutical company, is finding it difficult to track and locate slow moving medicines. The customers are complaining due to the long waiting periods at the store. One technology that can be used effectively to shorten this waiting period, locate, and track items easily is:

	a.
	barcoding.

	b.
	sorting.

	c.
	RFID.

	d.
	GPS.


ANS:
C
PTS:
1
DIF:
3


OBJ:
3-5


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of technology, design, & production
MSC:
AP

64.
Which technology creates a common interface for data to be carried across networks between different devices?

	a.
	IMS

	b.
	Wi-Fi

	c.
	VoIP

	d.
	RFID


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-5


NAT:
AACSB Technology | CB&E Model Creativity | R&D Knowledge of technology, design, & production
MSC:
KN

65.
Which of the following protects the consumer by exerting legal, moral, and economic pressures on business and government?

	a.
	Consumerism

	b.
	Consumer rights

	c.
	Socialism

	d.
	Capitalism


ANS:
A
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Customer | R&D Knowledge of general business functions

MSC:
KN

66.
The social-cultural environment, as a component of marketing environment, is basically the inter-relationship between:

	a.
	organization, culture, society.

	b.
	market, society, culture.

	c.
	organization, society, market.

	d.
	organization, market, society.


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of human behavior & society

MSC:
KN

67.
Jonathan Nash, aged 60, feels young at heart and spends most of his leisure time networking with family and friends online or surfing the Web. He belongs to the baby boom generation and exemplifies _____.

	a.
	a social animal

	b.
	generation x

	c.
	social media mavens

	d.
	a web addict


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-6


NAT:
AACSB Reflective Thinking | CB&E Model Online/Computer | R&D Knowledge of human behavior & society
MSC:
AP

68.
The four basic consumer rights are: the right to be informed, the right to be heard, the right to be safe, and:

	a.
	the right to feedback.

	b.
	the right to choose freely.

	c.
	the right to sue.

	d.
	the right to demand.


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Customer | R&D Knowledge of general business functions

MSC:
KN

69.
Marketers’ standards of conduct and moral values is termed as _____.

	a.
	social marketing

	b.
	truth in marketing

	c.
	marketing values

	d.
	marketing ethics


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-7


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

70.
Relationships with employees, suppliers, the government, consumers, and society as a whole frame the _____ that marketers must address.

	a.
	social issues

	b.
	environmental coordinates

	c.
	target markets

	d.
	interactions


ANS:
A
PTS:
1
DIF:
2


OBJ:
3-7


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of human behavior & society

MSC:
KN

71.
Which of the following ethical issues is associated with product?

	a.
	Exclusive territories

	b.
	False and deceptive advertising

	c.
	Planned obsolescence

	d.
	Bait-and-switch advertising


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-7


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

72.
The bedrock of ethics in promotion, which involves accurately representing a product’s benefits, drawbacks, warranties, price, and availability is termed as _____.

	a.
	direct selling

	b.
	customer responsive advertising

	c.
	buzz advertising

	d.
	truth in advertising


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-7


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

73.
Which dimensions in the Pyramid of Social Responsibility have been recently identified and added?

	a.
	Ethical and legal

	b.
	Philanthropic and ethical

	c.
	Legal and philanthropic

	d.
	Ethical and economic


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-8


NAT:
AACSB Diversity | CB&E Model Strategy | R&D Knowledge of human behavior & society

MSC:
KN

74.
In marketing, _____ involves accepting an obligation to give equal weight to profits, consumer satisfaction, and social well-being in evaluating a firm’s performance.

	a.
	ethics

	b.
	consumerism

	c.
	social responsibility

	d.
	consumer rights


ANS:
C
PTS:
1
DIF:
2


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

75.
Which step in the Pyramid of Social Responsibility focuses on contributing resources to the

community and improving quality of life?

	a.
	Legal

	b.
	Philanthropic

	c.
	Ethical

	d.
	Economic


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of human behavior & society

MSC:
KN

76.
Bank of Norasmus is one of the few banks providing credit to the underprivileged communities. These loans are used for housing, small business creation, and education or personal development. Such an organization is said to be involved in _____.

	a.
	credit based investing

	b.
	socially responsible investing

	c.
	social entrepreneurship

	d.
	microfinance


ANS:
B
PTS:
1
DIF:
2


OBJ:
3-8


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

77.
Marketers are accused of responding to consumer demands for convenience by offering extremely short-lived products. Such actions are termed as _____.

	a.
	obsolescence postponement 

	b.
	functional obsolescence

	c.
	planned obsolescence

	d.
	style obsolescence


ANS:
C
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

78.
The production, promotion, and reclamation of environmentally sensitive products is called _____.

	a.
	ethical marketing

	b.
	social marketing

	c.
	demarketing

	d.
	green marketing


ANS:
D
PTS:
1
DIF:
2


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN
MATCHING
Match each definition to the corresponding term.

	a.
	environmental scanning
	k.
	oligopoly

	b.
	environmental management
	l.
	gross domestic product

	c.
	competitive environment
	m.
	planned obsolescence

	d.
	time-based competition
	n.
	inflation

	e.
	economic environment
	o.
	socially responsible marketing

	f.
	demarketing
	p.
	negative publicity 

	g.
	consumerism
	q.
	rising incomes

	h.
	marketing ethics
	r.
	discretionary income

	i.
	social responsibility
	s.
	personal privacy

	j.
	green marketing



1.
_____ is the process of collecting information about the external marketing environment.

2.
Attainment of organizational objectives by predicting and influencing the marketing environment is called _____.

3.
The _____ is the interactive process that occurs in the marketplace among marketers of directly competitive products.

4.
A market condition where relatively few producers compete because barriers restrict entry is called a(n) _____.

5.
_____ is a strategy of developing products more quickly than other firms.

6.
Ignorance of laws, ordinances, and regulations or noncompliance with them can result in _____.

7.
Factors that influence consumer buying power are part of the _____.

8.
_____ is the sum of all goods and services produced by a nation in a year.

9.
Rising prices caused by excess demand and increases in the costs of

raw materials, component parts, human resources, or other factors of production is referred to as _____.

10.
 _____ is the amount of money people have to spend after buying necessities such as food, clothing, and housing.

11.
Historically, periods of major innovation have been accompanied by dramatic increases in _____.

12.
_____ is the process of reducing consumer demand for a good or service to a level that a firm can supply.

13.
_____ consists of a social force designed to aid and protect consumers.

14.
Marketers’ standards of conduct and moral values are called _____.

15.
Invasion of _____ has become a critical issue in marketing research.

16.
_____ consists of actions which have the enhancement of society’s welfare as a primary objective.

17.
Marketers sometimes use _____ to intentionally offer products with limited durability.

18.
Toyota’s promotion of cars using hybrid technology is an example of _____.

19.
_____ involves campaigns that encourage people to adopt socially beneficial behaviors such as safe driving, eating more nutritious food, or improving the working conditions of people half a world away.

1.
ANS:
A
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

2.
ANS:
B
PTS:
1
DIF:
1


OBJ:
3-1


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

3.
ANS:
C
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

4.
ANS:
K
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

5.
ANS:
D
PTS:
1
DIF:
1


OBJ:
3-2


NAT:
AACSB Aalytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

6.
ANS:
P
PTS:
1
DIF:
1


OBJ:
3-3


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

7.
ANS:
E
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

8.
ANS:
L
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

9.
ANS:
N
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

10.
ANS:
R
PTS:
1
DIF:
2


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

11.
ANS:
Q
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

12.
ANS:
F
PTS:
1
DIF:
1


OBJ:
3-4


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

13.
ANS:
G
PTS:
1
DIF:
1


OBJ:
3-6


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

14.
ANS:
H
PTS:
1
DIF:
1


OBJ:
3-7


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

15.
ANS:
S
PTS:
1
DIF:
1


OBJ:
3-7


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

16.
ANS:
I
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

17.
ANS:
M
PTS:
1
DIF:
1
OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

18.
ANS:
J
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

19.
ANS:
O
PTS:
1
DIF:
1


OBJ:
3-8


NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN
ESSAY

1.
Define environmental scanning. What are the five components of the external marketing environment?
ANS:


Environment scanning is the process of collecting information about the external marketing environment to identify and interpret potential trends. The five components of the external marketing environment are economic, competitive, political-legal, socio-cultural, and technological.
PTS:
1
DIF:
1

OBJ:
3-1

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

2.
Define and describe environmental management in relation to the marketing environment.
ANS:


	a.
	Environmental management involves marketing’s efforts to achieve organizational objectives by predicting and influencing the competitive, political-legal, economic, technological, and social-cultural environments.

	b.
	These environments are dynamic rather than static, but can be influenced by managerial action.

	c.
	Political action, such as joining a political action committee, can affect the passage of legislation in the political-legal environment.

	d.
	Strategic alliances can affect competitive advantage in the competitive environment, particularly in the international market.

	e.
	Research and development can result in breakthroughs in the technological environment.

	f.
	Managers must continually re-evaluate their decisions in light of changing conditions.


PTS:
1
DIF:
2

OBJ:
3-1

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

3.
Explain the difference between a monopoly and an oligopoly. What creates oligopolies?
ANS:


A monopoly is a situation where only one supplier of a good or service exists. An oligopoly is a competitive situation where only a limited number of suppliers exist. Oligopolies are often created in industries with high start-up costs and other barriers to entry. These barriers to entry make it difficult for new suppliers to enter the industry.
PTS:
1
DIF:
2

OBJ:
3-2

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

4.
Discuss, giving examples of each, the three types of competition in the marketplace.
ANS:


	a.
	Direct competition occurs when similar products vie for a share of a single market or market segment. Examples of this are BP versus Marathon, Motorola versus Nokia, and Hot Topic versus Gap and American Eagle. Other examples might include McDonald’s versus Burger King, and Ford versus Chevrolet (or Toyota versus Nissan).

	b.
	Substitution is the competitive state when dissimilar products compete to satisfy the same needs, such as recreation, sustenance, or entertainment. One might choose to bowl or play cards for recreation, to eat at a fine French restaurant or an American steak house for dinner, or to go to the symphony or movie.

	c.
	Universal competition is the effort by all vendors to win a share of the consumer’s discretionary buying power. In essence, everything that a person has the choice of buying or not buying competes for those dollars.


PTS:
1
DIF:
2

OBJ:
3-2

NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

5.
The type of competitive strategy a firm uses is based on the answers to three questions. Discuss these questions and their possible answers.
ANS:


The three questions that determine the competitive strategy of the firm are:

	a.
	Should we compete? The answer may be no, in which case the decision-maker has come to the conclusion that the match between the proposed market entry and the company’s resources, its objectives, or its profit expectations is not good.

	b.
	In what markets should we compete? If the answer to the above question is “yes,” then the firm’s limited resources must be examined to determine the scale and nature of its competitive effort. The resources must be allocated to the areas of greatest opportunity.

	c.
	How should we compete? Answering this question requires marketers to make product, pricing, distribution, and promotion decisions designed to give the firm a competitive advantage in the marketplace.


PTS:
1
DIF:
2

OBJ:
3-2

NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
KN

6.
What is considered the new frontier for government regulation in the future? Give examples of issues raised by technological advances today that will require regulation.
ANS:


The newest regulatory arena is cyberspace. Federal and state regulators are investigating ways to monitor Internet and online services. Areas that are raising concerns include personal identification theft, personal privacy violations, online sales scams, false advertising, malicious interference with computer data, and child online protection.
PTS:
1
DIF:
2

OBJ:
3-3

NAT:
AACSB Reflective Thinking | CB&E Model Strategy | R&D Knowledge of general business functions
MSC:
AP

7.
What is the purpose of antitrust legislation? List 3 examples of antitrust legislation.
ANS:


The purpose of antitrust legislation is to maintain a competitive environment and reduce the concentration of industry power in the hands of a small number of firms. Antitrust legislation includes the Sherman Antitrust Act (prohibits restraint of trade and monopolization), the Clayton Act (restricts price discrimination and exclusive dealing), and the Federal Trade Commission Act (prohibits unfair methods of competition).
PTS:
1
DIF:
2

OBJ:
3-3

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

8.
Define the terms inflation and deflation. In which of the four business cycles might inflation or deflation occur? Discuss how each affects the economy.
ANS:


Inflation is a period of consistently increasing prices caused by increased demand and rising production costs. Consumer purchasing power is reduced as more money is needed to buy less, assuming that wages aren’t keeping pace with inflation. 

Deflation is a period of sustained price decreases and increasing business inventories. Inflation can be found in prosperity and recovery periods of the business cycle. 

Deflation is mostly found during economic slowdowns (recessions and depressions). Inflationary periods can be harmful if interest rates are rising and wages are not keeping pace with inflation. The squeeze on discretionary spending can reverse the economic cycle. 

On the other hand, deflation, if prolonged, can create a downward spiral of rising unemployment, freefalling corporate profits, falling interest rates, divestiture, and falling product inventories and availability.
PTS:
1
DIF:
2

OBJ:
3-4

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

9.
Discuss the economic factors that influence marketing decision making and consumer buying behavior.
ANS:


	a.
	The business cycle is a pattern of economic activity that includes periods of prosperity, recession, depression, and recovery. It has been more than 70 years since the last depression in the United States, and most authorities believe it is unlikely there will be another one.

	b.
	Inflation is a rising price level that leads to reductions in consumer buying power because the purchasing power of the currency declines.

	c.
	Unemployment is the proportion of people in the work force who are not employed and are actively seeking employment.

	d.
	The degree to which necessary resources are limited affects their price and that, in turn, affects the capacity to produce and sell goods.

	e.
	Discretionary income or its lack affects the ability of people to buy nonessential goods.


PTS:
1
DIF:
2

OBJ:
3-4

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

10.
What is demarketing? What other methods do businesses use to compensate for limited resources?
ANS:


Demarketing is the process of reducing consumer demand for a good or service to a level that the firm (or industry) can supply. Demarketing is a common approach in an industry dealing with increased demand for fixed amounts of resources. Utilities offer tips on saving energy, and oil companies list ways to save gasoline. Other companies, such as paper and aluminum producers, encourage recycling.
PTS:
1
DIF:
2

OBJ:
3-4

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

11.
What are some of the consumer benefits of technology? Are there any drawbacks to the consumer with the applications of new technology?
ANS:


Technology leads to new goods and services for consumers; it also improves existing products, offers better customer services, and can reduce prices through new, cost-efficient production and distribution methods.

Technology can quickly make existing products obsolete. As a result, firms must carefully monitor the technological environment. Loss of privacy is a potential problem with technology used for tracking data.
PTS:
1
DIF:
2

OBJ:
3-5

NAT:
AACSB Technology | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

12.
Explain the importance of the technological environment on marketing.
ANS:


The technological environment represents the application to marketing of knowledge based on discoveries in science, inventions, and innovations. Technology leads to new goods and services for consumers; it also improves existing products, offers better customer service, and often reduces prices through new, cost-efficient production and distribution methods.

Marketers monitor the technological environment for a number of reasons. Creative applications of new technologies not only give a firm a definite competitive edge but can also benefit society. Marketers who monitor new technology and successfully apply it may also enhance customer service. Technology can quickly make products obsolete but it can just as quickly open new marketing opportunities sometimes in entirely new industries.
PTS:
1
DIF:
2

OBJ:
3-5

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

13.
Which particular challenge does the telecommunications industry face because of the fast pace of product innovation? What steps are being taken to correct these barriers?
ANS:


The telecommunications industry lacks standardization guidelines that would allow the networks that drive cell phones, the Internet, Wi-Fi, and VoIP to interface easily. This presents an obstacle for business users and consumers. The industry is attempting to create product standards called the Internet Protocol Multimedia Subsystem (IMS). It will attempt to set a common interface so that data can be carried across networks between different devices.
PTS:
1
DIF:
3

OBJ:
3-5

NAT:
AACSB Technology | CB&E Model Online/Computer | R&D Knowledge of technology, design, & production


MSC:
KN

14.
What is consumerism? What can marketers do to protect the consumer’s right to be heard?
ANS:


Consumerism is defined as a social force within the environment that aids and protects the buyer by exerting legal, moral, and economic pressures on business. Marketers can protect the consumer’s right to be heard by providing consumers various forums that allow them to express legitimate displeasures and concerns about products.
PTS:
1
DIF:
2

OBJ:
3-6

NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

15.
Discuss each of the consumer rights presented by President John Kennedy in 1962.
ANS:


The consumer rights presented by President John Kennedy in 1962 discuss the following.

	a.
	The right to choose freely from among a range of goods and services.

	b.
	The right to be informed through enough education and product information to become responsible buyers.

	c.
	The right to be heard, if they wish to express their legitimate displeasure, by appropriate parties such as sellers, consumer assistance groups, and city or state consumer affairs officers.

	d.
	The right to be safe, implying that the goods and services available to consumers should not be injurious with normal use. Goods and services should be designed in such a way that the average consumer can use them safely.


PTS:
1
DIF:
2

OBJ:
3-6

NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

16.
Discuss the role of ethics in marketing research. Give examples of regulations that have been put in place to ensure ethical behavior.
ANS:


With the proliferation of the Internet and businesses that collect and resell personal data, it becomes the responsibility of companies to protect the privacy of consumers. Safeguarding against identity theft is also important. Government regulations, such as the Do Not Call Registry is the first step in protecting consumers against invasive telemarketing practices. The Internet, however, has little regulatory control at this time.
PTS:
1
DIF:
2

OBJ:
3-7

NAT:
AACSB Ethics | CB&E Model Research | R&D Knowledge of human behavior & society

MSC:
KN

17.
What ethical issues might arise when developing a product strategy?
ANS:


Product quality, packaging, planned obsolescence, and brand similarity all raise ethical questions. The goal of packaging is to get the customer to pick up and purchase the product. The size, shape, or color of the packaging could be misleading and deemed unethical. Planned obsolescence is an intentional limited use of products in order to get repeat sales. Disposable, convenience, or one-time use products cost more to the consumer and the environment. Product quality issues could be anything from poor design, parts that can not be repaired or replaced, or even products that are not good, in terms of health or safety.
PTS:
1
DIF:
2

OBJ:
3-7

NAT:
AACSB Ethics | CB&E Model Product | R&D Knowledge of general business functions

MSC:
KN

18.
Describe the role of ethics in promotion strategy.
ANS:


Promotion is the most direct link between the company and the consumer. Ethical debate surfaces in the area of selling techniques, advertising claims, direct marketing tactics, promotional campaigns, and other forms of interaction with the consumer. Marketing to children, as well as marketing products that are harmful to health, such as tobacco products, also come under ethical scrutiny.
PTS:
1
DIF:
2

OBJ:
3-7

NAT:
AACSB Ethics | CB&E Model Promotion | R&D Knowledge of general business functions

MSC:
KN

19.
Identify the four levels of the Pyramid of Corporate Social Responsibility.
ANS:


	a.
	The lowest (foundation) level of the pyramid is economic -- it calls on the firm to be profitable

	b.
	The next level above the foundation is legal -- it requires that the firm obey the law

	c.
	The third level of the pyramid is ethical -- it calls on firms to avoid wrongdoing

	d.
	The highest level of social responsibility is philanthropic -- it mandates that the firm be a good corporate citizen


PTS:
1
DIF:
2

OBJ:
3-8

NAT:
AACSB Ethics | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN

20.
What is green marketing? Explain the influence of ecology on marketing.
ANS:


Many companies respond to consumers’ growing concern about ecological issues through green marketing. Green marketing implies production, promotion, and reclamation of environmentally sensitive products.

Ecology is the relationship between organisms and their natural environments. It has become a driving force in influencing how businesses operate. Many industry and government leaders rank the protection of the environment as the biggest challenge facing today’s corporations. Environmental issues such as water pollution, waste disposal, acid rain, depletion of the ozone layer, and global warming affect everyone. They influence all areas of marketing decision making, including product planning and public relations, spanning such topics as planned obsolescence, pollution control, recycling waste materials, and resource conservation.
PTS:
1
DIF:
2

OBJ:
3-8

NAT:
AACSB Analytic | CB&E Model Strategy | R&D Knowledge of general business functions

MSC:
KN
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