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Executive summary
The purpose of this report is to evaluate the impact of customer relationship management on the performance of TESCO, assess the ethical and sustainability policies and practices adopted by TESCO, and an in-depth analysis of the loyalty ladder application by TESCO in the customer market segmentation. In order to measure these factors influencing customer experience, loyalty, and commitment, the report compares the strategies and models adopted by TESCO compared to their competitors in the retailing industry. The report findings reveal that the main driver for customer loyalty is customer experience. Also, per the report results, customer satisfaction in TESCO is included by TESCO loyalty Clubcard and their brand products.

This report was requested by Lecturer Christian Felices in January 2022, to be submitted via Turtitin by the end of February 2022. 
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[bookmark: _Toc96672001] Introduction
	TESCO started with Jack Cohen who began selling surplus groceries from a stall in the East End of London in 1919. He left the Royal Flying Corp at the end of the Great War and used his demob money to buy the first day's stock. From day one, Jack believed in putting affordable food in the reach of everybody. At the end of the first day Jack Cohen made a profit of £1 on sales of £4. The first own-brand product sold, which Jack promised would bring unequalled value, was Tesco Tea - before the company was called Tesco. The name comes from the initials of TE Stockwell, who was a partner in the firm of tea suppliers, and CO from Jack's surname (TESCO PLC, Our history, tescoplc.com, 2022).

TESCO PLC is a retailing company engaged in private-label brand products, brick and mortar supermarkets, and online retailing, primarily throughout Europe. TESCO was incorporated on 27/11/1947 into the retail and wholesale staples industry (TESCO PLC, TESCO: LSE profile - FT.com, 2022). TESCO also offers a wide array of personal banking services and products, including personal loans, current personal accounts, and credit card receivables. 

[bookmark: _Toc96672002] Purpose of the Report
	This report will evaluate the impact of customer relationship management on the performance of TESCO. The report will also assess TESCO's ethical and sustainability policies and practices to improve its CRM policies and practices. In addition, the report will assess how TESCO engages with its customer segmentation. 

[bookmark: _Toc96672003] Structure of the Report
	The first chapter will be the introduction, providing a brief overview of the company and the report's aim. The next section is the findings that will critically discuss and analyse the various sustainability and ethical theories and models adopted by TESCO compared to other organizations in the retailing industry to improve its CRM policies and practices. This section will also discuss how TESCO utilize the loyalty ladder to improve customer experience and management. The final section of the report is the conclusion and recommendation chapter. This section will highlight main areas for development in line with ethics, sustainability, and loyalty ladder policies and practices on the CRM performance in TESCO. The report will finally provide recommendations for best policies and practices to be adopted by TESCO concerning the ethics and sustainability policies to improve TESCO CRM performance within the industry. 
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[bookmark: _Toc96672005]2.1. Green Economy Sustainability Approach by TESCO
	Sustainability is a decisive viewpoint in the management of organizations from a holistic perspective by taking the social, environmental, and economic dimensions of an organization. With the increasing importance of ethical and sustainable development, organizational sustainability models and theories have evolved. For instance, Wanner (2015) alludes that organizations are influenced by consumer behaviour to adopt more sustainable approaches through a green economy. Based on the study by Wanner (2015), the evidence suggests that organizations provide consumers with transparency and information concerning the environmental impacts of the organization and the green alternatives available to the organization. Pahle, Pachauri and Steinbacher (2016) conduct a similar study as Wanner (2015) on the consumer behaviour on the influence on organizational sustainability and ethics policies and practices, persuaded by downstream cost-saving information such as less waste, few pollutants, and efficient use of incentives such as tax reductions. Nonetheless, the information providing negative consequences of non-green products associated with increased health risks and costs influenced consumers to reconsider their habits (Pahle, Pachauri, and Steinbacher, 2016). 
	TESCO PLC collaborated with Berry Global in recycling plastic materials collected from over 900 TESCO stores (TESCO PLC, 2022). The partnership adheres to TESCO’s ethical policy on accountability and traceability by adopting a circular plastics project through the complete supply chain (TESCO PLC, 2022). This process results in changing the plastic materials into bin liners. Sainsbury’s, a competitor to TESCO in the retailing industry, adopts a different approach to increasing sustainability efforts. Compared to TESCO, Sainsbury’s eliminates plastic bags from their supply chain, requiring customers to either buy recyclable or reusable bags or carry their bags (Sainsbury’s Sustainability Update 2019/20, 2022). 
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2.2. Application of shareholder theory value on TESCO customer experience
	According to Biswas (2018), organizations with successfully integrated CRM systems attribute success to essential roles played by user groups and stakeholders in implementing the systems. Based on the shareholder theory viewing an organization's duty in profit maximization in the interconnected association between investors, employees, suppliers, and customers (Biswas, 2018). Biswas (2018) argues that organizations satisfy their customers by generating higher returns at lower risks than their competition. Singh and Pattanayak (2014) provide more profound insights than Biswas (2018) into the link between shareholder value and customer satisfaction. Singh and Pattanayak (2014) suggest that customer satisfaction and further reducing the variability, thus maximizing the shareholder wealth, increase future cash flows. TESCO adopts the shareholder theory approach by lowering the customer price sensitivity to increase customer willingness to pay for the benefits accrued. This approach is better than Walmart's word of mouth approach to improving shareholder value. Hsu and Lawrence (2016) allude that affirmative word of mouth expressively enhances the efficiency of marketing communication lowering costs of acquisition for new clients, an approach adopted by Walmart to improve the performance of CRM systems to improve customer experience. 
[bookmark: _Toc96672007]

2.3. Use of Loyalty Ladder to improve customer experience in TESCO
	According to Magatef and Tomalieh (2015), the loyalty ladder concept is associated with relationship marketing that considers customers progressively moving up the relationship levels from customer intention to purchase, ending with the advocates at the top with loyal brand customers. The figure below indicates the levels in a loyalty ladder that organizations go through for improving organizational performance through efficient customer satisfaction policies and practices. 
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Figure 1: Basic Loyalty Ladder Structure (Leach, 2022)
	Magatef and Tomalieh (2015) study investigated the impact of loyalty ladder program variables; tier system reward, point system, and loyalty programs in customer retention. Based on the study findings by Magatef and Tomalieh (2015), the loyalty ladder is the most effective technique adopted by organizations to evaluate and monitor customer loyalty, making each step of the loyalty ladder more manageable. Effective and efficient CRM strategies adopt the loyalty ladder on customer reactions based on the perceived brands' distinctiveness, brand attitude, attractiveness, and credibility towards customer loyalty (Magatef and Tomalieh, 2015). Madzik and Shahin (2020) explain the segmentation approach for customers inspired by the loyalty ladder structure that aids organizations in categorizing their customers into more specific segments. Madzik and Shahin (2020) agree with Magatef and Tomalieh (2015), suggesting the application of loyalty priority number (LPN) made up of purchase value, purchase frequency, and customer loyalty rate. Based on the findings, proper customer categorization based on the loyalty ladder enables organizations to efficiently adopt and apply targeting tools to develop effective product positioning techniques (Madzik and Shahin, 2020). Nonetheless, retailing organizations that embrace the loyalty ladder made accurate and better decisions while making plans regarding customer target groups translating into loyal and satisfied customers.
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2.4. Loyalty and Loyalty Programmes in TESCO
	Being the leading retailing company in the UK, TESCO saw its market share fall from 30% to 29.30% caused by the economic downturn, influencing the buying power of customers (Retailers company profiles, 2022). The consumer backlash induced by the economic situation in the UK necessitated TESCO to adopt price reduction strategies to improve their consumer rates. The main aim of TESCO is to become more innovative in providing for the customer needs to improve customer loyalty, that information is received in the form of Clubcard feedback (Tesco, 2013). Likely customers are identified in this first step are called prospects. TESCO relates itself with improving the lifestyle of its customers based on TESCO’s motto “every little helps” to make life experiences for customers more enjoyable. This helps customers cut down on expenses by offering products and services at a better price than the prevailing market prices.

	For TESCO to lure in the prospects and turn them into customers, they invested more than £1 billion for availing improved offers to customers such as the TESCO Clubcard fuel-saving scheme for maintaining customer relations by helping them save (Tesco, 2014). The fuel-saving approach lures customers who had switched to competition such as Lidl and Aldi caused by the recession. In their corporate social responsibility efforts, TESCO focused on their customers’ health and well-being by launching the “health living brands” aimed at aiding consumers to maintain their fat, salt, and sugar levels (Tesco, 2014b). These efforts have seen TESCO change trialist customers repeat purchasers, clients. During this phase, the customers are responsive and involved in the organization’s marketing efforts, with the customers recommending the organization’s products and services through word of mouth. Bhati and Verma (2020) allude that post-purchase communication in TESCO’s loyalty ladder is received from satisfied or dissatisfied customers while repeat purchases portray loyalty. The final advocate stage in TESCO’s loyalty ladder is when customers become the brand ambassadors revealing their commitment to the organizations’ products and services. Peero, Samy, and Jones (2016) allude to the Tesco Clubcard generating increased rates of word-of-mouth recommending TESCO to others, thus increasing customer loyalty to TESCO. 
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[bookmark: _Toc96672010]3.1. Conclusion
	The primary purpose of this report is to evaluate the impact of customer relationship management on the organizational performance of TESCO and how they engage with their customer segmentation while assessing the organizational ethical and sustainability policies and practices for improving CRM. As the report findings reveal, customer satisfaction levels influence customer loyalty towards TESCO. The report further reveals that the TESCO Clubcard schemes and their brand products are linked to increased customer satisfaction levels compared to customer loyalty. This indicates no direct association between the presumed factors and customer loyalty, but the association is influenced by how satisfied the customers are. Hence, the results of the findings indicate that a comprehensive understanding of the loyalty ladder aids in improving customer loyalty. In conclusion, customer commitment and customer satisfaction towards TESCO are influenced by organizational efforts to improve CRM practices.
[bookmark: _Toc96672011]

3.2. Recommendation
	Based on the findings, several recommendations can be made for both the organization and customers. TESCO has constantly improved its services and product prices to make its clients happy and satisfied, ultimately increasing profitability. The report recommends that TESCO target the Clubcard members as advocates to market the organization as indicated in the customer loyalty ladder. In addition, the organization should focus more on promoting their brand products through various channels such as the online channel, thus prompting repurchase increase and customer loyalty. Finally, the report recommends that TESCO adopt a similar approach to Sainsbury’s by eliminating plastic bags from their supply chain. Despite the current recycling approach adopted by TESCO being practical, complete elimination will have a more significant environmental impact, thus aligning with the organizational goal of reducing their carbon emissions.
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