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Chapter 1 – Why Study Services?

True/False Questions

SERVICES IN THE MODERN ECONOMY

1.
An advantage or gain that customers obtain from performance of a service or use of physical goods is called a benefit.


True  (moderate)

2.
Manufacturing make up the bulk of today’s economy, not only in the United States and Canada, but also in other developed industrial nations throughout the world.

False  (difficult)

3.
Services make up the bulk of today’s economy, not only in the United States and Canada, but also in other developed industrial nations throughout the world.


True  (moderate)

4.
The service sector is defined as all service businesses in the economy including government and non-profit organizations.


True  (moderate)

5.
Service jobs currently account for 76 percent of private sector payrolls in the United States.


True  (moderate)

6.
In Mexico, it has been estimated that much as 80 percent of trade and commerce is “informal.”


False  (difficult)

MARKETING SERVICES VERSUS PHYSICAL GOODS

7.
Products are defined as the core output (either a good or a service) produced by a firm.


True  (moderate)

8.
When marketers refer to goods, they are talking about physical objects that provide benefits for customers.


True  (moderate)

9.
According to the text, something that is experienced and cannot be touched or preserved is referred to as being tangible.


False  (easy)

10.
A lack of consistency in inputs and outputs during the service production process is referred to as variability.


True  (moderate)

11.
According to the text, most physical goods tend to be relatively high in search attributes.


True  (moderate)

12.
Color, style, shape, price, fit, feel, and smell are characteristics of credence attributes.


False  (difficult)

13.
According to the text, search attributes can only be discerned after purchase or during consumption.

False  (difficult)

14.
Credence attributes are characteristics that customers find hard to evaluate even after consumption.

True  (moderate)

15.
Surgery and auto repairs fit into the categories of search attributes.


False  (moderate)

AN INTEGRATED APPROACH TO SERVICE MANAGEMENT

16.
“Product elements” are defined as any features of the service performance that create value for customers.


True  (moderate)

17.
In the marketing mix for service businesses, “place and time” refer to planning routes/schedules for transportation vehicles.


False  (difficult)

18.
Productivity refers to how efficiently service inputs are transformed into outputs that add value for customers.

True  (moderate)

THE EVOLVING ENVIRONMENT OF SERVICES

19.
"Privatization" means transforming government organizations into investor-owned companies.


True  (moderate)
20.
Perhaps the most powerful force for change in service businesses comes from information technology.


True  (moderate)

Multiple Choice

SERVICES IN THE MODERN ECONOMY

21.
Services are defined by marketers as _____________.

a. what servants are hired to provide

b. acts or performances that provide benefits for customers  (difficult)

c. activities that take place in churches, mosques, synagogues

d. what all businesses try to offer their customers

22.
An advantage or gain that customers obtain from performance of a service or use of physical goods is called a(n) ______________.

a. benefit.  (easy)

b. expense.

c. liability.

d. variable.

23.
______________ make up the bulk of today’s economy, not only in the United States and Canada, but also in other developed industrial nations throughout the world.

a. Real estate

b. Manufacturing

c. Services  (moderate)

d. Retail trade

24.
According to the text, the _____________ sector accounts for most of the new job growth in developed countries.

a. real estate

b. manufacturing

c. service  (moderate)

d. retail trade

25.
The service sector is defined as _____________.

a. all service businesses in the economy including government and non-profit organizations  (difficult)

b. all consumer services

c. a group targeted by marketers to receive service

d. the employees responsible for marketing planning in a service company

26.
Service jobs currently account for __________ of private sector payrolls in the United States.

a. 16%

b. 36%

c. 56%

d. 76% (difficult)

27.
In Mexico, it has been estimated that much as __________ of trade and commerce is “informal.”

a. 20%

b. 40%  (difficult)

c. 60%

d. 80%

28.
Internal services are _____________.

a. activities that take place at the company's head office

b. services that are delivered inside a building (e.g., hotels, movie theaters)

c. service functions within a business (e.g., recruitment, accounting) that help create or add value to its final output  (difficult)

d. creative ideas developed by marketing planners when designing new service products

29.
According to the text, which of the following is NOT considered an internal service?

a. recruitment

b. publications

c. importing  (moderate)

d. payroll administration

MARKETING SERVICES VERSUS PHYSICAL GOODS

30.
Products are defined as _____________.

a. manufactured goods

b. items displayed on the shelves of retail stores

c. the core output (either a good or a service) produced by a firm  (difficult)

d. intangible benefits provided to customers 

31.
When marketers refer to goods, they are talking about _____________.

a. presents parents might buy for their children

b. a product that has been approved as environmentally responsible 

c. what all types of businesses offer to their customers

d. physical objects that provide benefits for customers  (difficult)

32.
All of the following are mentioned in the text as generic differences between services and goods EXCEPT:

a. demographics.  (moderate)

b. variability.

c. perishibility of output.

d. simultaneity of production and consumption

33.
All of the following describe basic differences between goods and services EXCEPT:

a. Employees and customers are often present in the service production process 

b. Services are generally easy for customers to evaluate  (difficult)

c. It is difficult to standardize and control inputs and outputs in service production

d. Most services are perishable and can’t be inventoried

34.
According to the text, something that is experienced and cannot be touched or preserved is referred to as being ______________.

a. tangible.

b. intangible.  (easy)

c. authentic.

d. creative.

35.
Which of the following is mentioned in the text as an interesting way to distinguish between goods and services?

a. tangible dominant to intangible dominant  (difficult)

b. reliable dominant to unreliable dominant

c. variable dominant to nonvariable dominant

d. flexible dominant to unflexible dominant

36.
Which of the following factors is NOT a major cause of variability in service inputs and outputs?

a. Most services are consumed as they are produced, so production occurs under “real time” conditions.

b. Employees and customers are often present in the service production process

c. Service production does not typically take place in a highly controlled environment

d. Most services are perishable and can’t be inventoried  (difficult)

37.
A lack of consistency in inputs and outputs during the service production process is referred to as ____________.

a. tangibility.

b. intangibility.

c. relevance.

d. variability.  (moderate)

38.
According to the text, most physical goods tend to be relatively high in _____________ attributes.

a. search  (moderate)

b. experience

c. credence

d. innovative

39.
Which of the following attributes refers to the characteristics that a customer can determine prior to purchasing a product?

a. search attributes  (moderate)

b. experience attributes

c. credence attributes

d. innovative attributes

40.
Color, style, shape, price, fit, feel, and smell are characteristics of which of the following attributes?

a. search attributes  (moderate)

b. experience attributes

c. credence attributes

d. innovative attributes

41.
According to the text _____________ attributes can only be discerned after purchase or during consumption.

a. search attributes

b. experience attributes  (moderate)

c. credence attributes

d. innovative attributes

42.
Taste, wearability, ease of handling, quietness, and personal treatment are characteristics of which of the following attributes?

a. search attributes

b. experience attributes  (moderate)

c. credence attributes

d. innovative attributes

43.
______________ attributes are characteristics that customers find hard to evaluate even after consumption.

a. Search attributes

b. Experience attributes

c. Credence attributes  (moderate)

d. Innovative attributes

44.
Surgery and auto repairs fit into which of the following categories of attributes?

a. search attributes

b. experience attributes

c. credence attributes  (moderate)

d. innovative attributes

45.
Integrated service management involves _____________.

a. insuring that diversity issues are addressed in service businesses

b. working with suppliers and other partners to create good service

c. coordinating the planning and execution of essential marketing, operations and human resources activities  (difficult)

d. a mathematical approach to modeling service processes

AN INTEGRATED APPROACH TO SERVICE MANAGEMENT

46.
Which of the following is NOT one of the eight components of integrated service management?

a. product elements

b. promotion and education

c. process

d. capital  (moderate)

47.
“Product elements” are defined as _____________.

a. any features of the service performance that create value for customers  (difficult)

b. intangible aspects of the service delivery system

c. physical goods consumed by customers during service delivery

d. those aspects of a service that relate only to the company's core business

48.
In the marketing mix for service businesses, “place and time” refer to _____________.

a. advertising when and where a service performance will take place

b. the location of potential customers for a service at a specific point in time

c. planning routes/schedules for transportation vehicles

d. decisions about when, where and how to deliver service to customers  (difficult)

49.
A particular method of operations or series of actions, typically involving steps that need to occur in a defined sequence is called a(n) _____________.

a. process.  (moderate)

b. critical incident.

c. promotion.

d. policy.

50.
_____________ refers to how efficiently service inputs are transformed into outputs that add value for customers.

a. Reliability

b. Validity

c. Flexibility

d. Productivity  (moderate)

51.
Which of the following components of the integrated service management refers to customers and employees who are involved in service production?

a. process

b. people  (moderate)

c. promotion

d. place

52.
All communication activities and incentives designed to build customer preference for a specific service or service provider refers to which of the following components of integrated service management?

a. process

b. people

c. promotion and education (moderate)

d. place

53.
Which of the following is NOT one the three vital roles played by the promotion and education component of integrated service management?

a. providing needed information and advice

b. persuading target customers of the merits of a specific product

c. encourage target customers to take action at specific times.

d. increase service profitability  (difficult)

54.
In service marketing, much communication is ______________ in nature, especially for new customers.

a. persuasive

b. educational  (moderate)

c. comparative

d. expensive

55.
Visual or other tangible clues that provide evidence of service quality refer to which of the following components of integrated service management?

a. productivity

b. quality

c. physical evidence  (moderate)

d. price and other user outlays

56.
Which of the following components of integrated service management refers to expenditures of money, time, and effort that customers incur in purchasing and consuming services?

a. productivity

b. quality

c. physical evidence

d. price and other user outlays  (moderate)

THE EVOLVING ENVIRONMENT OF SERVICES

57.
All of the following are mentioned in the text as forces that drive service sector growth, shape its composition, and determine the basis for competition EXCEPT:

a. government policies.

b. social changes.

c. business trends.

d. ethical trends.  (moderate)

58.
According to the text, which of the following is NOT an example of a government policy?

a. changes in regulation

b. more affluence  (moderate)

c. privatization

d. new agreements on trade in services

59.
All of the following are examples of social changes that shape the composition of the service sector EXCEPT:

a. rising consumer expectations.

b. greater bandwidth.  (moderate)

c. more affluence.

d. immigration.

60.
Which of the following is NOT mentioned in the text as an example of a business trend?

a. more strategic alliances

b. marketing emphasis by nonprofits

c. increased international travel  (moderate)

d. quality movement

61.
According to the text, all of the following are examples of advances in information technology EXCEPT:

a. greater bandwidth.

b. quality movement.  (moderate)

c. wireless networking.

d. growth of the Internet.

62.
"Privatization" means _____________.

a. a leveraged buyout of a public company

b. transforming government organizations into investor-owned companies  (difficult)

c. allowing private companies to compete with government enterprises

d. respecting the privacy of confidential information about customer buying behavior

63.
Franchising is defined as _____________.

a. licensing the use of a corporate brand name to another party

b. creating a large chain of company-owned service facilities in different locations

c. using independent entrepreneurs to produce and sell a branded service according to tightly specified procedures  (difficult)

d. transforming government organizations into investor-owned companies

64.
Perhaps the most powerful force for change in service businesses comes from ______________.

a. natural resources.

b. labor.

c. information technology.  (moderate)

d. management.

A STRUCTURE FOR MAKING SERVICE MANAGEMENT DECISIONS

65.
Which of the following questions lies at the heart of marketing and business strategy in general?

a. “What business are we in?”  (moderate)

b. “Who are our customers and how should we relate to them?”

c. “What service processes can be used in our operation?”

d. “How can we achieve service leadership”

Essay Questions

SERVICES IN THE MODERN ECONOMY

66.
In a short essay, list and discuss three characteristics of the service sector.


Answer

Services make up the bulk of today’s economy, not only in the United States and Canada where they account for 73 percent and 67 percent of the gross domestic product (GDP), respectively, but also in other developed industrial nations throughout the world.  The service sector accounts for most of the new job growth in developed countries.  As a nation’s economy develops, the share of employment between agriculture, industry (including manufacturing and mining), and services changes dramatically.  Service jobs now account for 76 percent of private sector payrolls in the United States, with wages growing at a faster pace than in manufacturing jobs.  In most countries, the service sector of the economy is very diverse and includes a wide array of different industries, ranging in size from huge enterprises that operate on a global basis to small entrepreneurial firms that serve a single town.


(moderate)

MARKETING SERVICES VERSUS PHYSICAL GOODS

67.
In a short essay, list the nine basis differences that can help to distinguish the tasks associated with service marketing and management from those involved with physical goods.


Answer

a. customers do not obtain ownership of services

b. service products are intangible performances

c. there is greater involvement of customers in the production process

d. other people may form part of the product

e. there is greater variability in operational inputs and outputs

f. many services are difficult for customers to evaluate

g. there is typically an absence of inventories

h. the time factor is relatively more important

i. delivery systems may involve both electronic and physical channels


(moderate)

AN INTEGRATED APPROACH TO SERVICE MANAGEMENT

68.
In a short essay, list and discuss the eight components of integrated service management.


Answer

a. product elements – managers must select the features of both the core product and the bundle of supplementary service elements surrounding it, with reference to the benefits desired by customers and how well competing products perform.

b. place, cyberspace, and time – delivering product elements to customers involves decisions on both the place and time of delivery and may involve physical or electronic distribution channels (or both), depending on the nature of the service being provided.

c. process – crating and delivering elements to customers requires the design and implementation of effective processes.  A process describes the method and sequence in which service operating systems work.

d. productivity and quality – these elements, often treated separately, should be seen as two sides of the same coin. Improved productivity is essential to keep costs under control but managers must beware of making inappropriate cuts in service levels that are resented by customers and perhaps, also by employees.

e. people – many services depend on direct, personal interaction between customers and a firm’s employees.  The nature of these interactions strongly influences the customer’s perceptions of service quality.  Customers will often judge the quality of the service they receive largely on their assessment of the people providing the service.

f. promotion and education – no marketing program can succeed without an effective communication program.  This component plays three vital roles:  providing needed information and advice, persuading target customers of the merits of a specific product, and encouraging them to take action at specific times.

g. physical evidence – the appearance of buildings, landscaping, vehicles, interior furnishing, equipment, staff members, signs, printed materials, and other visible cues all provide tangible evidence of a firm’s service style and quality.

h. price and other user outlays – this component addresses management of the outlays incurred by customers in obtaining benefits from the service product.  Responsibilities are not limited to the traditional pricing tasks of establishing the selling price to customers, which typically include setting trade margins and establishing credit terms.


(difficult)

THE EVOLVING ENVIRONMENT OF SERVICES

69.
In a short essay, discuss how social changes have affected the demand for consumer services.


Answer

More people are living alone than before and there are more households containing two working adults; as a result, more people find themselves short on time.  They may be obliged to hire firms or individuals to perform tasks like childcare, housecleaning, laundry, and food preparation that were traditionally performed by a household member.  Per capita income has risen significantly in real terms for many segments of the population.  Increasing affluence gives people more disposable income and there has been an observed trend from purchasing new physical possessions to buying services and experiences.  Another important social trend has been increased immigration into countries such as the United States, Canada, and Australia.  There countries are becoming much more multicultural, posing opportunities and even requirements for service features designed to meet the needs of non-traditional segments now living within the domestic market.


(easy)

70.
In a short essay, discuss how advances in information technology affects the ways in which many service organizations do business with their customers.


Answer

Many types of technology have important implications for service including biotechnology, power and energy technology, methods technology, materials technology, physical design technology, and information technology.  Perhaps the most powerful force for change in service businesses comes from information technology, reflecting the integration of computers and telecommunications.  In recent years, the development of the Internet and its best-known component, the World Wide Web, have provided not only an important new medium of communication between service organizations and their customers, but also the potential for creating radically new business models for delivery of services.  Technology does more than enable creation of new or improved services.  It may also facilitate reengineering of such activities as delivery of information, order-taking and payment, enhance a firm’s ability to maintain more consistent service standards, permit creation of centralized customer service departments, allow replacement of personnel by machines for repetitive tasks, and lead to greater involvement of customers in operations through self-service technology. 


(moderate)
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