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[bookmark: _Toc96614302]Executive Summary

The report investigates various ethical and sustainability policies and practices affecting Tesco's CRM performance. For example, Tesco has adopted a "fair trade" policy that ensures it operates ethically, a fundamental aspect that has attracted new customers and increased its sales. Nonetheless, Tesco lacks better ethical guidelines that enhance its CSR and primarily ensure its social responsibilities are well addressed. In this case, Tesco indirectly contributes to climate change and other environmental challenges as it continues to source its products from suppliers who disregard social responsibilities. However, adoption of the IDIC model, customer segmentation approach and loyalty program has proved vital in enhancing the performance of its CRM strategy. Nevertheless, better policies such as revamping its social responsibilities and adopting new technology programs are needed to improve its CRM performance.
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[bookmark: _Toc96614303]1.0 Introduction
The following business report is a piece of work requested by the Chief Executive Officer of Marketing Week, an online journal produced by TESCO. The CEO and his team asked for the report on 5th February 2020, hoping that it addresses and provides interior feedback or relevant information regarding some of the issues within their organization. Also, the report's primary purpose is to address some of the impacts of ethical trading and sustainability policies and practices on the performance of customer relationship management within the organization. In addition, it is crucial to note that the following report is an individual piece of work compiled using relevant information gathered from various online materials and sources. 
However, the main problems the report addresses are the impacts of ethical and sustainability policies and practices on the organization. Another problem illustrated within the report is the influence of segmentation and loyalty ladder on TESCO's CRM performance. Arguably, it is crucial to note that some of the impacts are positive while others are negative, and therefore the report also provides recommendations for further improvement. Moreover, as mentioned above, the report is an individual piece of work that primarily involves collecting relevant data using the online research methodology; that is, compiling data from peer-reviewed articles, journals, and publications pertinent to the case study at hand. 
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[bookmark: _Toc96614305]2.1 Tesco PLC Background Information
Tesco PLC is one of the few multinational organizations that boost a profound, unique, and exceptional rise to the top, having started as a small market stall in East London in 1919 (Adjudicator, 2016). Its mission is quite simple; “to be the champion for all customers in the provision of quality and affordable products with convenience.” Over the last century, Tesco has risen to become the largest store in the United Kingdom and the tenth-largest retailer globally, with a market capitalization of $30.9 billion as of 2021. As such, it is appropriate to indicate that Tesco is one of the few organizations in the world, like Walmart, 7 Eleven and SPAR, that have grown exponentially over the last few decades to become one of the world's re-known grocery chains with over 4600 active stores (Aiello et al., 2020). In addition, it is crucial to note that over the years, Tesco has gradually changed its initial business plan from only selling grocery and food items to trading different types of products and merchandise such as toys, electronic appliances, and clothing. In essence, Tesco currently sells more than 1000 other products across all its stores. 
Last year Tesco recorded annual gross revenues of approximately $75.02 billion, a 9.3% decline from the previous year when sales were up to $82.7 billion (Tesco PLC, 2022). The decline is perhaps due to the ongoing Covid-19 pandemic that has significantly crippled most businesses. However, from a different perspective, the recorded revenues are impressive compared to those recorded two decades ago when the organization was still expanding across other regions. Nonetheless, Tesco’s market price is currently more than 291.65p as of February 2022 but is expected to fluctuate over the next few weeks.In this case, to maintain and perhaps increase the market price, the organization must understand the actual value and significance of CRM.
According to Raab et al. (2016), CRM is perhaps one of the essential performance strategies in any organization as it helps build and retain customer relationships within the business. Furthermore, it helps create customer loyalty, one of the crucial components that enhance the retention of customers. Additionally, customer loyalty and retention are two essential components that help increase an organization's annual revenue and profits. Therefore, it is ideal to conclude that CRM is one of the most critical tools that boost or aid in the growth and expansion of an organization. In this case, CRM is a strategy or tool with great significance to Tesco as it aims to fulfil its goals, mission, and objectives. As such, CRM can typically be identified as “an integrated system in which the customer is the fundamental unit of data collection” (Dunne et al., 2013). 
As indicated earlier, Tesco is one of the largest retailers in the UK, meaning they provide a wide range of products across different sectors. Nonetheless, most large retailers, especially those operating on a global platform, often try to use price as their preferred tool to enhance their competitive advantage. For example, Aldi used "a hard discount strategy" to penetrate the UK market, a technique that created a significant competitive advantage and acquisition of a vast customer base (Voigt et al., 2017). Research indicates that through such a CRM strategy, its UK market share grew from 1.5% in 2000 to 8% in 2020 (Horgan, 2020). On the other hand, Tesco has adopted loyalty and reward programs, customer interactions and relationships and customer service integration strategies to enhance their competitive advantage and dominance within the UK market. For example, (Whitaker 2019) indicates that Tesco’s loyalty program has more than 16.5 million active members. Such a vast customer base has proved essential in enhancing its growth and continued dominance as the UK’s number one retailer. Nonetheless, (Bedford,2022) indicates that Tesco currently has a 66% satisfaction rate despite its dominance in the UK compared to Waitrose, which has 74%. Therefore, it is crucial to note that the retail industry is competitive, and entrants into the market are rapidly picking their pace and establishing themselves as significant competitors. In this case, it is appropriate to indicate that CRM strategies have proved influential and have contributed significantly to the current performance of Tesco. Still, better, unique, and effective strategies are needed to enhance its competitive advantage.

[bookmark: _Toc96614306]2.2 Ethics and Sustainability
Various experts indicate the significance of ethics and sustainability in promoting customer satisfaction and loyalty within an organization. For example, (Becker 2018) demonstrates that better ethical and sustainable practices are essential in attracting new customers and increasing brand recognition, ultimately leading to increased revenues and sales. Therefore, it is crucial to note that implementing better sustainable policies and programs has significantly improved customer experience and satisfaction at Tesco, evident through its robust sales and revenues. Tesco’s ethical policy indicates that “it continually seeks to deliver the best products and services to its customers, the best results for the company and the highest return to its shareholders” (Tesco, 2016). 
In this case, some of Tesco’s implemented ethical and sustainable practices have caused mixed reactions, satisfaction, and experiences among its millions of customers worldwide (Whitaker, 2019). Furthermore, (Kate 2021) indicates that most grocery customers in the UK are concerned about three fundamental ethical aspects. One, how employees are treated, where products are sourced, the processes in place to ensure no exploitation across the supply chain, and the implemented policy practices on carbon emissions, plastic packaging, and sustainable produce.
For example, Tesco currently sells “fair-trade products”, a term used to describe goods and products produced and those acquired from the suppliers at a fair price. In other words, this is an ethical technique that ensures zero exploitation of customers and suppliers, which in turn help them improve their corporate image and brand awareness. In essence, as indicated by Semeen and Islam (2021), fair trade allows the consumers to support farmers and their families and connect with the wide range of suppliers who produce the products they buy. In addition, Tesco argues that adopting "fair trade" ensures that all ethical issues along the supply chain, such as child labour and gender discrimination, are well addressed, a technique that further attracts more customers to their stores (Tesco, 2016). Therefore, such an ethical policy has positively impacted customer experience, customer loyalty, and quick sales and revenue growth. 
Adopting the IDIC model has proved essential in enhancing Tesco's CRM performance since it primarily involves creating good communication and relationships with clients. For example, it is clear how the model helps an organization create appropriate steps to enhance customer relations. These techniques are fundamental to its success and growth rate. However, some of its sustainability practices are questionable and may prove detrimental to its competitive advantage and dominance in the UK.  
For instance, some experts believe Tesco is "greenwashing", a technique that involves advocating for eco-friendly practices while they are doing quite the opposite (Kate, 2019). In some various Tesco reports, the organization indicates "they are focused on tackling the global climate threat, protecting the forests and other ecosystems and championing for sustainable agricultural practices to protect the soil."    However, Kate argues that feedback from customers and other experts indicates that Tesco should stop advocating for such sustainable practices and instead use suppliers already adopting such practices. Furthermore, Tesco is currently running social media ads that support the 'Greenpeace' call that aims to eradicate deforestation and indicate that they do not buy meat from Brazil. Tesco’s shelves are filled with animal products, most of which are fed on Brazilian soy and from companies responsible for the deforestation of the Amazon rainforest. Such sustainable practices look good in theory, but Tesco loses credibility for pretence since it does not practically enforce such policies. Therefore, Kate illustrates that other supermarkets such as Waitrose and Aldi top the list as best retailers for adopting better ethical and sustainable practices despite their lower market share than Tesco in the UK. 
Additionally, some of Tesco employees have moved to court to sue the retailer due to minimum wages and gender inequality. In one case study conducted by Manbodh (2021), a former female employee filed a lawsuit arguing that the retailer is paying fewer wages to female employees than men. For example, the former employee claims that most female employees receive £ 1.50 to £ 3 less than male. However, Manbodh’s report indicates that Tesco managers responded by arguing "that is how the system is designed" and men are likely to get more money since they conduct most of the hard chores. In this case, Tesco's wage policy and employee treatment are questionable since they are some of the most fundamental sustainable policies that enhance its growth. Furthermore, with such poor practices in place, most customers, particularly female consumers, are likely to feel offended, an effect that may prove detrimental to the organization’s CRM performance. Therefore, better ethical and sustainable policies are needed to enhance Tesco’s CRM performance and continued dominance in the UK retail industry.
[bookmark: _Toc96614307]2.3 Segmentation and the Loyal Ladder
Segmentation is one of the critical components necessary in enhancing CRM performance in any organization. In this case, Tesco adopted the approach and divided its customers into three major groups; up-market, mid-market and cost-conscious (Griva et al., 2018). Such an approach, particularly with the aid of the IDIC CRM model, has dramatically helped Tesco track customer purchases and the amount of money they spend. In addition, relevant data gained from using this approach has helped Tesco predict customer behaviours in each of the listed categories, a technique that enables them to provide products suited to fulfil every customer's needs, thereby boosting sales and revenues. However, further research indicates that Tesco customer segmentation does not necessarily focus on cost-effectiveness to a greater extent than Lidl. The latter uses a "target customer segment" where customers can compromise on quality for the price, that is, one that primarily focuses on cost-effectiveness. On the other hand, Tesco's loyalty program has received numerous appreciations from customers and has significantly contributed to its annual revenues. 
Tesco's loyalty scheme involves providing its customers with club cards where a customer earns a point for every £ 1 spent at the retailer. It has been a significant factor in strengthening its CRM performance. The points accumulate to vouchers, and 150 points are equivalent to £ 1.50 voucher card (Alshurideh et al., 2020). Moreover, creating the "faster voucher scheme" where customers can request vouchers of their remaining points on their club cards is likely to improve customer experience and enhance the growth of sales and revenues. Such loyalty programs have attracted new customers and boosted more than 16.5 million active members. In addition, it is crucial to note that the loyalty program has significantly contributed to the increase in Tesco's sales and revenues, as witnessed over the last two decades. 












[bookmark: _Toc96614308]3.0 Conclusion
The success and longevity of an organization depend on various factors, components, approaches, and practices. Nonetheless, the primary stakeholder in any organization is the customer since they bring sales and profits by purchasing products. Therefore, CRM is perhaps one of the most fundamental strategies since it primarily involves creating better customer relationships. As earlier discussed, CRM is essential since it enhances customer retention and loyalty, which helps boost sales and profits. Secondly, large retailers are implementing better ethical, sustainable practices, most tailored around customers, suppliers, the workforce, and shareholders. For example, Tesco has implemented the "fair trade", which is tailored to ensure the sale of products that are produced and ones where suppliers and customers are not exploited. 
Also, Tesco has yet to implement sustainable practices that will help maintain the environment further questions its corporate social responsibility policies. As discussed in the findings, some researchers argue that Tesco may be conducting a "greenwashing" campaign advocating for better environmental practices. In reality, it does not practice the same. On the other hand, its segmentation approach is quite phenomenal. It has allowed for a better customer experience and significantly contributed to sales and revenue. Furthermore, the loyalty program has also proved to be an effective technique in increasing customer retention and income to the organization. Nonetheless, more practices and policies are needed to enhance further the performance of the CRM strategy and the success of Tesco.







[bookmark: _Toc96614309]4.0 Recommendations
One of the significant recommendations is that Tesco should adopt new policies that primarily solve some of their current ethical issues. Some of its products, such as meat and various agricultural products, are massively produced at the expense of the environment and other climatic problems. In this case, Tesco is at the center of some debates about climate change for their contribution in sourcing products from companies that disregard CSR policies. Therefore, Tesco should adopt strict ethical policies and practices that enhance positive contribution to the environment and the climate. Secondly, the issue of gender inequality among its workforce is likely to create a problem with Tesco by destroying its image and brand (Munbodh, 2021).
In this case, Tesco ought to ensure they treat all their employees equally without disregarding any gender since this is an issue that may result in numerous lawsuits, demonstrations, and political unrest among most people. In most cases, the female gender feels disregarded and under-appreciated when paid lower wages than male in the same job category. Most companies have had to revamp their sustainable policies to ensure their workforce is treated well since, on many occasions, treating employees poorly leads to unproductivity and decreased sales (Smith et al., 2018). On the other hand, Tesco ought to adopt the latest technology programs consistent with its customer segmentation approach. Since its method involves connecting with customers at all levels, Tesco could adopt technology programs that enhance virtual communication with its customers. That is, programs where customers can easily communicate with Tesco service agents conveniently. Furthermore, these programs would enhance customer feedback on products and services, a fundamental aspect that is crucial in strengthening the CRM strategy and performance. In addition, such programs would allow customers to feel valued and appreciated when they can air their concerns and feedback, practices that further enhance loyalty and retention. 
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