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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 
	1. Give short answers to the following questions: 

I. Who are unprofitable customers? 

Customers who only buy the products when it’s has been reduced or on sale.  Customers with a low spend mentality and purchase mainly reduced items. 

II. What is customer data base and how does it help organizations in improving their customer services? 

Customer data base such as CRM (Customer Relationship Management) is widely used throughout the industry.  Every product has a different life cycle, so that will affect the frequency at which it is bought. Having that data will help the company to analyse stock levels and makes sure it’s available for the customer to buy.  Providing a membership scheme is good way of collecting data from the customer as their personal details won’t be compromised. 

III. Who are profitable customers? 

Customers with a high spend mentality and purchase rarely buy reduced or items on sale.  A profitable customer is also someone who spends exceeds the cost of the marketing, selling and servicing required. 

IV. Explain the term ‘serial complainers’. 

Customers who continually complain and they know it’s their right to do so.  This takes up the company’s time in dealing with them at extra expense. 

V. Why organizations group their customers in different segments? 

This simplifies the process by which the company can evaluate their customer base.  This makes it easier for the company to deal with smaller segments of customers than a large group of individuals. 

2. Discuss the main attributes of unprofitable customers. 

· Fan of discounts e.g. sales, promotions and reduced items. This strategy will have a negative impact on the company’s profits. 

· Low spend and focus on reduced items. Customers who may shop regularly, but will carry a basket and head straight to the reduce section. 

· Customers who regularly return the goods they have bought.  This means the money is returned to the customer and the company is forced to sell the returned item at a reduced price.

3. Discuss in details the different strategies for converting unprofitable customers into profitable customers. 

· A changed in marketing strategy is required whereby discounting is removed and replaced with bundle offers. A popular bundle promotion is buy one get one free or buy 3 of the same items for £10 or £12. This will encourage the unprofitable customer to change their shopping habits. They could also adapt to the change in marketing strategy of the company or eventually leave. Either outcome will financially benefit the company going forward.  Another method is encouraging the customers to use self service tills, so freeing up some staff members to aid the company in other areas.
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