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[bookmark: _Toc518848945]Introduction
In the present business world, the customers are highly influenced by their choice during the purchasing of products or services. In this situation, organization require to identify the customers’ requirements and serve according to their requirements to satisfy the customers. For meeting the customers’ requirements, the company needs to change their marketing system from product or production orientation to the customer concern orientation as well as to identify the factors influencing the customer value. The company also implements a strong quality management procedure in its production system that supports a company to achieve sustainable competitive advantage. 
From the beginning of their establishment, Tesco has provided superior value and quality to their customers that is the main of the company. Tesco has a unique business model for running their business smoothly and interest, consciousness, various action panels and desire are the major competencies of Tesco’s business model. This paper attentions on the factors influence the customer value of Tesco and the quality management procedure of the Tesco. After that, it will explain about customer value. It will pinpoint the factors that influence the customer value of reviewing the extent literature. Then, the report will be analyzed and evaluated the pinpointed factors. The last part of the assignment will emphasis on quality management process of Tesco. It will explain about quality and what do customers want from Tesco? Then the report will focus on the quality management process of Tesco. This report will show the total quality management of Tesco, six sigma and learning manufacturing process of Tesco.  It will also explain customer relationship management, CRM benefits and challenges of CRM implementation.  




[bookmark: _Toc518848946]Part One: Factors influencing customer value 
[bookmark: _Toc518848947]Customer value 
A great deal of previous research (e.g. Wang et al., 2004; Ulage & Chacour, 2001) has been conducted to define the customer value. The concept ‘customer value’ is closely associated with the product and service performance (Wang et al., 2004). A research conducted by Hill & Birerley (2017) define customer value as the attributes that address the customers’ requirement and needs. Another study conducted by Lam et al., (2004) illustrates customer value as a way of satisfying the needs and demands of customers. “Customer value is the perception of what a product or service is worth to a customer versus the possible alternatives. Worth means, whether the customer feels he/she got benefits and services over what he/she pay” (Salem Khalifa, 2004). 
Customer value means the customer’s perception about what the customer sacrifices for getting a product or services (Woodall, 2003). If the return of the product or service is higher than that the customer paid, then the customer will be happy otherwise not.  So, Customer value is the difference between customer’s benefits and customer’ cost (e.g. Customer value = Customer’s benefits – Customer’s cost) (Wang et al., 2004). However, business firms and marketers emphasize highly on customer value to gain competitive advantage and long term sustainability. The current paper is more likely to define customer value as key attributes and performance of the products and services that meet customer demands and requirements. In his study, Kotler & Armstrong (2007) depict that customer value is a key determinant of customer satisfaction and loyalty. When business firms have high ability to maximize customer value, they can create a strong position in the market place. For example; Tesco is the largest supermarket chains in the UK that has high ability to maximize customer’s value. Therefore, Tesco has majority market share in UK’s supermarket industry. 


	Authors 
	Definition of customer value 
	Key focus 

	Zeithml (1988) 
	Customer value is the overall assessment of customers regarding the utility of products and services related to the perceptions what is given and what is revived 
	Customers’ perception
Assessment of utility of products and services 
 

	Gale (1994)
	Customer value has been defined as the market perceived quality in relation to the relative price of the products and services,
	Market perceived quality 
Price of products and services 

	Smith & Colgate (2007)
	Customer value is an evaluation of customers in terms of the attributes, performances, and consequences of the products and services towards addressing customers’ goal and purpose. 
	Attribute and performance of the products and services 
Customers’ goal and purpose 

	Ulaga (2003)
	The consumers’ perception of net benefits received in exchange for the costs of goods and services.
	Consumer perception of net benefits and the cost of goods and services. 



The above table shows several definitions of customer’s value. Taking into consideration the definition of customers’ value, the paper has defined customer value as the evaluation and assessment of the attributes of products and services by customers as per to their goals and purposes. 

[bookmark: _Toc518848948]Factors influencing customer value 
Service innovation 
The extant literature Edvardsson et al., (2000) define service innovation as the aptitude that contributes to develop and promote new services. Customers intend to get good quality services at competitive price. Today’s informative and intelligent customers are more likely to get good quality products and services to maximize their value. In his study, Joe & Montgomery (2003) argues that there is a close relationship between the customer value and service innovation. By innovating services, a firm can gain distinct position in the marketplace. Coombs & Miles (2000) illustrate that service innovation has been characterized into three diverse perspectives, including assimilation, synthesis, and demarcation. 
Example of Service innovation at Tesco: The supermarket giant, Tesco has introduced different formats of their stores to add value towards customers. Tesco has hypermarket, and Tesco express. Tesco knows that all supermarket chains are almost providing similar goods and services. Therefore, they can create distinct position by innovating their services. For the convenience of customers, Tesco has trained up their employees to provide customer friendly services. The use of digital technology facilitates customer to get desired products by seeing electronic catalogue. The Tesco believes that innovating service is a key determinants that adds value to customers.
Service reliability
The concept ‘service reliability’ comes into the mind of customers while making purchase decision. Customers imagine the perceived benefits of consuming products prior to purchasing (Sullivan et al., 1996). There is a close connection between service reliability and brand recognition because reliable services enhances brad recognition. Reliable services add value to customers in terms of getting highest benefits from the purchase of a product or service. On the other hand, poor quality service causes customer dissatisfaction that negatively influences the brand recognition. Service reliability also increases customer’s satisfaction and loyalty by addressing customers’ requirement (Burns & Gross, 1990). Providing good quality services at right time and right place is predictor of service reliability.
Service reliability at Tesco: Tesco provides fresh and good quality grocery items to customers because they collect from reliable and trusted suppliers. Therefore, customers can rely on the services of Tesco. On the other hand, Tesco has online grocery store where customers can order fresh and reliable products.
Brand image 
Literally, brand image is the perception of consumers’ towards a brand. On the other hand, it can be defined as customers’’ thought and feelings towards products and services (Dobni & Zinkhan, 1990). Brand image is closely associated with brand awareness and brand familiarity. Brand awareness is the extent to which customers are aware of a brand and brand familiarity is the extent to which customers are familiar with a brand. High brand image means high brand association and brand loyalty. When business firms are able to meet customers’ demand by providing good quality products and services at competitive price, they can gain competitive advantage and long term sustainability. Kotler & Armstrong (2007) depicts that company having high brand image is more able to satisfy customers than the company having poor brand image.
Brand image at Tesco: Tesco has high brand image due to their good quality products and services, attractive store environment, competitive price of their products, highly trained up and professional employees. Most of the retail customers in the UK are aware and familiar with Tesco. According to Kotler & Armstrong (2007), high brand familiarity, association, and awareness represent strong brand image. Therefore, it is evident that Tesco has high brand image to add value towards customers.
Employee trust 
Customers want to get friendly behavior from employees and staff. Therefore, employee trust is an important factor influencing customer value. The extant literature Whitener (1997) says that retaining customer is ten times beneficial to adding new customers in customer portfolio. In this case, customers want to purchase from those staff and employees who are trustworthy. 
Employee trust at Tesco: Tesco provides training prior to engaging their employees in customers’ services. This helps the employees to understand their duties and responsibilities while serving customers (Wang & Hsieh, 2013). Most of the staff of Tesco are customer friendly and they attempt to enhance customers’ shopping experience. 
Service quality 
Service quality is one of the most important determinant influencing customer value (Cronin & Taylor, 1992). Customer value is highly influenced by the services that a customer receive from a business. Customer are more likely to purchase high quality products and services (Parasuraman et al., 1985). To get good quality service, customers intend to pay any mean. Therefore, ensuring good quality service is key determinant of customer value. In todays’ competitive business landscape, companies can gain competitive advantage by ensuring supreme quality goods and services. 
Service quality at Tesco: As mentioned earlier, Tesco provides good quality products and services at competitive price and therefore, the company has gained majority of the market share in the UK. 
[bookmark: _Toc518848949]Customer perception of quality and customer satisfaction
Customer perception means a customer’s impression (Ulaga ,2003), consciousness (Wall & Berry, 2007), and awareness (Hossian & Loe, 2009), about the company or company’s offerings. So, customer perception is what the current and potential customers of a firm’s think about the firm. On the other hand, Customer satisfaction is the measurement tool that measure the happiness or satisfaction of a customer with a specific product, experience or service (Smith & Colgate, 2007).  According to Ulaga (2003), customer perception is systemic process by which a customer becomes aware and impression about the company’s offers and gather information. Additionally, “customer perception is concerned with the way in which customers select and recognize sensory data presented by company’s environment” (Zeithaml, et al., 1990). 




Price fairness 
Price is the attribute that directly influences the product purchase decision of e customer. Customers want to get fair price for the purchase of goods and services (Xia et al., 2004). If business does not ensure fair price of the products and services, it directly influences customer value. Consequently, it causes customer dissatisfaction. The price of a product should be justifiable and acceptable. Otherwise, customers switch the brand. 
Price fairness at Tesco: Tesco ensures the fair price of their products and services. They charge a standard profit margin with the cost of the production. For example; they use fixed pricing strategy for their products and services.
Specific products 
Customers expect those products that satisfy their expectation. They also want to buy specific products based on the assessment of their performance and attributes (Caswell & Bass, 1987). However, business should innovate products as per to customers’ requirement.
Consumer emotions
The purchase decision making process is highly influenced by the psychological state of customers, characterized by emotions, moods, perceptions, values, beliefs, and so on (Sherman et al., 1997). Consumer emotion is influenced by social and personal factors. The personal factors include education, income, and family background and so on. For example; high income people are more likely to pay any mean for purchasing high quality products and services. On the other hand, low income people intend to get products and services at reasonable price. Therefore, Tesco has segmented their target markets based on personal factors. For example; it has large volume of products that are available for different class customers. On the other hand, social factors, including social status, family and friends influence the product purchase decision of a consumer (Caswell & Bass, 1987). For example; the word of mouth (WOM) is an important marketing strategy that influences customer to buy products and services.


Perceptions of equity or fairness
Not only customers but also the regulatory authority wants to ensure equity and fairness in terms of selling and buying a products (Smith & Colgate, 2007). Therefore, customers’ perception towards equity and fairness influence the product purchase decision of consumer. 
Personal factors
As mentioned earlier, personal factors include lifestyle, education, age, social status, personality, values, beliefs, and perceptions (Sherman et al., 1997). These factors influence customers’ value. For example, people with high lifestyle value for supreme quality products at supreme price. On the other hand, people with low income and low lifestyle intends to get goods with reasonable price.
Situational factors 
Situational factors involve the context that has a direct influence on customers’ value (Park et al., 1989). The situational factors include customers’ emotion and mood. 
[bookmark: _Toc518848950]
SERVEQUAL model 
Reliability, empathy, responsiveness, tangibles, and assurance are five important dimensions of SERVEQUAL model that directly influences customer value, satisfaction, and loyalty. Reliability involves providing promised, fast, and prompt services (Shahin, 2004). It also involves providing services at the promised time, maintaining error-free records, and reducing the dependability in handling customers’ service problem.  Empathy means giving attention to customers, prioritizing customers’ interest, and showing empathy towards customers. Responsiveness means keeping customers informed as to when services will be performed. It also shows prompt and quick services toward customers.  Modern equipment, visually appealing facilities, and materials represent the tangibility of services (Ladhari, 2009). Assurance is measured by showing confidence to customers, growing a feeling of safety towards customers, and having the knowledge to answer the questions.
[bookmark: _Toc518848951]Application of SERVEQUAL model at Tesco
The current service level of Tesco is reliable because the company provides right product at the right time towards customers. Especially, Tesco online has already gained a strong brand image because it provides reliable service towards customers (Dayarathna, 2009). At Tesco store, the employees provide customer friendly service by which customers’ interest is considered at first priority.  Tesco informs their product about quality, quantity and other ingredients that show the responsiveness of Tesco’s services. In terms of tangibility, Tesco has modern equipment, visual merchandising, and good professional appearance of employees. As Tesco provides reliable, and good quality products and services at reasonable price, the customers are confidence about Tesco (Ladhari, 2009). Therefore, the service quality of Tesco is good based on these five important dimensions of SERVEQUAL Model. 



[bookmark: _Toc518848952]Customer relationship management 
The concept ‘customer relationship management (CRM)’ has gained popularity among academicians, and researchers due to its relevance to meet customers’ requirement. Knox et al., (2007) define customer relationship as an approach to meeting customers’ requirements by creating a good relationship with customers. The CRM is characterized by some important components, including critical success factors, privacy issues, relationship platforms, tools for targeting the customers, analyzing the database, and a customer database (Buttle, 2004). 
[bookmark: _Toc518848953]Benefits of Customer relationship management 
A study conducted by Hailwood & Gottlieb (2005) identifies the benefits of customer relationship management (CRM). These includes creating a good relationship with customers, adding value to customers, satisfying customers’ demand, increasing profitability indicators such as ROA, ROE, net profit, maximizing the market share of a company, and ensuring the long term sustainability of a business. Further study performed by Anton & Petouhoff (2001) shows that CRM helps a firm to gain competitive advantage by increasing customer satisfaction and loyalty. Customer satisfaction occurs when customers meet or exceed their expectations by consuming a particular good and service. On the other hand, customer satisfaction leads to customer loyalty. A research conducted by Berry & Linoff, (1999) found that it is ten times easy to retain a customer than attracting new customers. Therefore, business should develop effective CRM strategy to develop a good relationship with customers. 
CRM has a great influence on brand image because creating a good relationship with customers mean satisfying the needs and demands of them. This increases the brand association, and brand loyalty that highly influence the brand image of a company. Increasing brand image helps a firm to gain large profitability and market share. Therefore, it is very difficult to mention the benefits of CRM in a single framework.  Further research of Knox et al., (2007) found that customer relationship management has become a strategic tool to improve customer satisfaction and loyalty. For example; CRM helps a firm to identify customers’ requirement by creating a good interaction with customers. Moreover, Buttle (2004) illustrates CRM as an important method of strengthen communication with customers that help a firm to build good relationship with customers. 
[bookmark: _Toc518848954]Challenges of customer relationship management 
Customer relationship management (CRM) is an established concept in business world and many business firm gained better result by successfully implementing customer relationship management process (Anton & Petouhoff, 2001). CRM is a continuous managerial process by which companies try to keep good customer relationship and to improve customer loyalty. There are several key challenges of customer relationship management, including define clear objective, cultural shift, infrastructure development, and appointing a core CRM team (Wagner & Zubey, 2006). 
The first challenge of customer relationship management is to achieve the objective of the company. Every company must be determined a set of objective that the company want to achieve by implementing CRM (Anton & Petouhoff, 2001). Customer relationship management influence to change the company’s cultural and introduce technology for marketing. CRM change an organization marketing system that means if the company want to implement CRM in its business, it must be transformed marketing system from a product or production orientation to customer concentric or marketing orientation. Therefore, the organization change all functional department and employee need to train for implementing customer relationship management. CRM introduce technology in an organization’s marketing system and organization need to build technology supported infrastructure development (Wagner & Zubey, 2006). These environmental change brings a lot of investment cost for the company. Another key challenges of CRM implementing is appointing a core IT team for the company who work with the organization’s stakeholders, customer support professionals, senior executive, and end user to understand their requirements. 



The implementation of CRM process needs high conceptual and technological knowledge (Berry & Linoff, 1999), because company’s employees require to adopt CRM system and other analytical tools. Therefore, appointing high technical skilled human resource is a prodigious challenge for a company to perform CRM activities. For introducing and implementing CRM project in an organization requires huge amount of investment that is burden for a company, which enhance the overall production cost of the company (Knox et al., 2007). In this situation, if the company do not apply the CRM project correctly, it will face huge loss in business.  In addition to this, it is a great challenge to maintain the company information and customer database in a secured way. 
[bookmark: _Toc518848955]Part 2: Quality management process and its effectiveness 
[bookmark: _Toc518848956]Quality 
Quality is the attributes of product and services that address customer’s requirement. In his study, Vevarai et al., (2001) define the quality as the quantifiable characteristics of the products and services. Quality is measured by the product and service excellence that address customers’ requirement. At Tesco, quality is all about addressing customers’ requirement, Tesco has well-researched department that conducts market research to identify customers’ need and requirements. Based on customers’ requirements, Tesco provide products and services to customers. Tesco believes that quality of the products and services is their first priority to protect the interest of the customers (Cravens, 1988). Therefore, the company ensures the quality standard from the initial stage of production. It has strong quality control mechanism along with quality assurance. The key responsibility of quality control is to justify the quality of products and services to find out defects. On the other hand, quality assurance means assuring the best quality products. After the production of goods and services, Tesco maintains quality for packaging of goods and services. Finally, the company maintains SERVEQUAL efficiency while delivering products to customers. This helps the company to meet customers’ requirement.
[bookmark: _Toc518848957]What do customers want from Tesco?
Initially, customers want to get highest benefits by purchasing products and services. Customers intend to know the product specific information prior to purchasing. A research conducted by Prahalad and Ramaswamy (2004) found that customers tend to know the unique value of products and services. For example; the grocery items such as vegetables and fruits sold by Tesco are fresh and nutritious tat maintain the food standard. This is the unique value of the products and services of Tesco. Customers want to get those things that meet their requirements. In this case, good quality products and services at fair price is key requirement of customers. Then, customers want to shop from a store with good environment. 
[bookmark: _Toc518848958]Quality process of Tesco
Being a large supermarket chain in the UK, Tesco is more careful of the quality of their products and services. Tesco has robust quality management department that works for ensuring standard quality of the products and services (Ma et al., 2010). In terms of ensuring the quality of the produced goods at Tesco, the company applies total quality management (TQM) approach by which quality is ensured at every stage of production and selling. For example; the supply chain management department ensures the quality of the raw materials collected from suppliers. Tesco collects material only from those suppliers that comply with the value and beliefs of Tesco. 
After collecting materials, the company sends them to the production department where the quality manager inspects the production process. Workers in the production department maintain health and safety of the production. This is appropriate for the Bakery division of Tesco. Then, the quality managers checked the defects of product after producing. If no defect is found, it is considered as the finished goods. In terms of packaging, Tesco uses quality standard of packaging materials. Then, the company displays the finished goods to their store for selling. At store, the company has recruited highly skilled and professional staff who provides professional, prompt, and right services to customers (Palmer, 2004). In this way, Tesco maintains the quality of their products and services. 
Tesco applies total quality management (TQM) to improve the quality of the products and services. TQM approach helps Tesco to ensure good quality products and services. It also reduces the cost of production, and maximizes the economies of scale. According to Palmer (2004), the TQM method helps a firm to ensure defect free products and services and to deliver fresh gods toward customers that maximize customer value, satisfaction, and loyalty. Consequently, it increases the profitability and other financial indicators of a firm. In addition to this, Tesco uses continuous improvement process like plan-do-check-act model by which Tesco maintains the quality planning, quality control, and quality assurance. As Tesco collects majority of their products from the supplier, maintaining supplier quality is a big issue for the business of Tesco. In this case, Tesco has standard supplier policy. Tesco collects material from only those suppliers that maintain good quality standard. Tesco has already gained brand recognition due to their quality standards. However, the emergence of low cost retailers such as Lidi and Aldi has made the operation of Tesco challenging because the pricing strategy of Tesco is higher than its competitors. For example; in 2014, Tesco has loosed decrease of their share and market value. Tesco could have used the Just in Time production method whereby they would be able to collect materials while needed. This would help the company to reduce excess inventory and stock. However, the current quality management process of Tesco is effective to gain competitive advantage and long term sustainability by enhancing productivity, efficiency, and effectiveness. 








[bookmark: _Toc518848959]Quality management methods and tools used by Tesco 
[bookmark: _Toc518848960]Total quality management (TQM)
The key difference between the managerial innovation and management leaders represent the total quality management. The concept ‘total quality management’ has gained popularity in today’s contemporary business world due to its several benefits (Rawlins, 2008). These include reducing the cost of production, maintaining safety, reducing defects, producing good quality products, and delivering products with high quality services. The TQM approach has a great implication at Tesco. The above quality process of Tesco reveals that Tesco maintains the quality of their products by using TQM approach. However, many scholars Powell (1995); Rawlins (2008) have found some limitation in total quality management approach. For example, company needs to put high effort and time to maintain the quality of the products. Tesco can apply this approach because the company has robust management team, and operational excellence. However, the implication of TQM approach helps Tesco to gain competitive advantage and long term sustainability (Chenhall, 1997). 
[bookmark: _Toc518848961]Six sigma
The quality management tool ‘six sigma’ is now widely used to reduce the defects of the products in production process. However, the method is widely measured by statistical techniques. Alexander (2001) define six sigma as an approach to maximizing organizational productivity, and efficiency by minimizing the defects of the products and services. The six sigma aims at addressing customer’s requirement by ensuring good quality of products and services (Lindsay & Evant, 2010). Tesco does not use six sigma approach to implementing quality of their products. However, the company can manage the quality of their products and services by using six sigma approach (Pyzdek & Keller, 2014). 


[bookmark: _Toc518848962]Lean manufacturing process 
Although Tesco does not apply lean manufacturing method, there are numerous company in the world who uses lean manufacturing method to maintain quality of the products. Toyota is one of the largest automobile company in the world. The company applies lean manufacturing method for findings and eliminating waste (Rahani & Al-Ashraf, 2012). The key motivation of using lean manufacturing process is that it ensures the right product at the right place. Identifying the value expected by customers, analyzing the value stream, making the product flow continuously, and introducing pull and managing perfection are key phases of lean manufacturing (Rahani & Zahraee, 2015). However, Tesco can adopt lean manufacturing approach to meet customers’ requirement for its several benefits. Firstly, the company can identify the customers’ requirement by using lean manufacturing method. Secondly, the company would analyze the value stream for innovating the products and services. The method will also the help the company to maintain standard quality of their products and services. 


[bookmark: _Toc518848963]Conclusion 
The paper has evaluated and analyzed the factor that influence the customer value and defined customer value, perception of quality and customer satisfaction. These factors, including service innovation, service reliability, brand image, employee trust, and service quality. This report also evaluated the service quality of Tesco by using the model of SERVEQUAL that has some variables, including reliability, tangibility, responsiveness, empathy and assurance, which is used to measure the service quality. This report shown price fairness, specific products of Tesco, customer emotion, perception of quality or fairness, situational factors in terms of customer satisfaction and customer perception of quality. It explained about quality management methods and tools used by Tesco, including, total quality management (TQM), sig sigma, and learning manufacturing process. Therefore, the report shown the Customer relationship management (CRM), benefits of using Customer relationship management and the challenges of customer relationship management implementation. 
[bookmark: _Toc518848964]Recommendation
· Today’s informative and intelligent customers are more aware of their choice and value. Therefore, Tesco should increase their effort to maximize customer value. In this case, Tesco should conduct effective and appropriate marketing research to understand consumer requirement and value by assessing the factors influencing consumer attitude, values, and overall behavior. This will help the company to design and innovate their current products and services in terms of addressing customer requirement.
· Customers want to get friendly behavior from the employees. Therefore, Tesco should properly train up their employees in order to enhance their competency and capability towards providing customer service. This will increase the reliability and assurance of Tesco’s services.
· Moreover, the company should focus on identifying the quality gap of their products and services. Then, the firm needs to apply appropriate quality management tools. For example; the use of lean manufacturing toll will help the company to ensure economies of scale.  
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