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[bookmark: _Toc81499229]Introduction 
This essay provides a critical evaluation of important concepts in marketing. More specifically, the discussion explores the importance of marketing in creating value to customers, as well as the relevance of stakeholder engagement on marketing activities and performance. These are key aspects affecting marketing success as a whole. The essay includes theoretical models and actual examples in order to support the proposed statements. The case of Tesco is integrated in the essay, as this is the largest retailer in the UK with 27% market share and extensive marketing activities (Blazquez, 2021). The information availability in relation to Tesco, as well as the leading position of the company in the retail sector could be quite indicative for understanding the main principles of marketing as a value creation tool and the relevance of stakeholder engagement. 
[bookmark: _Toc81499230]Role of marketing in creating customer value
The marketing process requires from companies to engage with customers and deliver value to them with the expectation of receiving value from customers in return (Kotler et al., 2020). In this relation, it is very important for companies to be able to deliver value to customers as a way of developing competitive advantage in the marketplace. In most cases, the value, which is received by customers, is proportional to the level of customer satisfaction which in turn depends on the difference between expectations and actually received benefits from the offered products and services (Kotler et al., 2020). Given this definition, the concept of value remains subjective and depending on individual expectations of customers. Nevertheless, companies are required to exceed expectations as a way of delivering perceived value to customers (Kotler et al., 2020). 
According to Kotler et al. (2020), creating value to customers is of significant importance for generating profitability and sustainable development over a long period of time. Kotler et al. (2020) explain that customer value creation process depends on consistent performance in several key marketing areas, as shown below. Thus, Tesco is required to simultaneously address several areas in a consecutive order: 1) identify the prevailing customer needs; 2) deliver a customer-driven marketing strategy; 3) construct an integrated marketing programme; as well as 4) build profitable relationships with customers (Kotler et al., 2020). Each of these key pillars for value creation are analysed in more details in the rest of the discussion. 
Figure 1 – Stages of marketing process creating value to customers 
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Source: Kotler et al. (2020)
The first step – identify prevailing customer trends – requires a detailed analysis of the marketplace and changing customer preferences (Kotler et al., 2020). This is the initial stage of the model which largely determines the products and services with the highest demand and value for customers. As a result, companies have to analyse consumer trends, industry developments and preferences of consumers in order to deliver value through accurate products and services (Kotler et al., 2020). Tesco has adopted various technologically advanced tools in order to understand the changes in customer preferences and overall industry trends. For examples, the company has millions of ClubCard users which enable the real-time monitoring of customers’ purchases (Rijmenam, 2014). Gathering extensive and real-time data regarding the purchases made by customers is very important in identifying how consumer shopping patterns evolve over time. Tesco also applies Big Data analytics in order to understand the incoming consumer-related data instantaneously (Rijmenam, 2014). As a result, the retailer is able to conduct data-based decisions about the most demanded products by consumers. This has a positive impact on delivering products and services, which are considered as valuable by consumers. Moreover, being aware about the changes in consumer trends allows Tesco reduce its unnecessary inventory and save significant financial resources by avoiding excess inventory or product shortages (Rijmenam, 2014). This is important as reduced inventory management costs facilitate the delivery of lower prices which maximise consumer value. Avoiding product shortages is also important as consumers have access to demanded products – another driver of high consumer value. 
The design of customer-focused marketing strategy is the second major areas of value creation, according to the model by Kotler et al. (2020). In general, customer orientation largely depends on two major factors – appropriate customer segmentation and value proposition for each of the targeted segments (Kotler et al., 2020). The process of segmentation may be executed based on one or more segmentation criteria. As suggested by Kotler and Armstrong (2018), geographic, demographic, behavioural and psychographic segmentation criteria are widely used in practice. Typically, business organisations may decide to target the entire market or particular customer segments where it is possible to achieve competitive advantage. In this relation, it is very important to conduct effective customer segmentation and targeting, as well as have distinctive resources and capabilities for competitive advantage (Kotler and Armstrong, 2018). In relation to value proposition, this is the promised value which is expected to be received by consumers when purchasing the products or services of a company (Kotler et al., 2020). Tesco has an extensive customer-driven marketing strategy considering the fact that the company operates in the entire market, rather than specific customer segments. This is evidenced by the fact that Tesco has the highest market share in the retail industry – 27% (Blazquez, 2021). The market share has been maintained over time which indicates the ability of Tesco to deliver customer value satisfying the needs of different customer segments with quite diverse prioritises (Blazquez, 2021). The impressing market performance of the retailer supports the existence of a customer-focused marketing strategy delivering value to diverse groups of customers. 
The construct of an integrated marketing programme is a key step in the value creation process (Kotler et al., 2020). This is achieved by delivering appropriate modifications in the elements of the marketing mix – product, price, place and promotion (Kotler et al., 2020). Effective marketing mix changes contribute to the better positioning of companies in the marketplace and maximisation of consumer value with positive impact on organisational performance, as well (Kotler and Armstrong, 2018). Products should offer value to customers in terms of quality, diversity and other tangible and intangible benefits. Tesco offers an extensive range of high-quality products which essential for meeting the needs of different types of customers. Pricing is also seen as a way of creating value to consumers, as low prices lead to consumer surplus. Therefore, price reductions provide access to product at lower costs which is seen as a form of direct economic benefit by consumers (Kotler and Armstrong, 2018). Place refers to the distribution channels through which products and services are reached (Kotler and Armstrong, 2018). Accessibility can be a key to generating value to customers. For instance, during the pandemic and imposed lockdowns, Tesco quickly re-structured its distribution channels by offering products via the Internet. Online sales channels are the area with the highest growth for the retailer (77% in annual growth up to a level of £6.3 billion) in the last year; thereby, indicating the consumer value from using e-commerce channels (Mari, 2021). Finally, the integrated marketing programme should take into consideration the role of promotion as an important marketing mix element. Promotion may be used as a tool for stimulating demand and rewarding customer loyalty (Kotler and Armstrong, 2018). Therefore, it is a way of developing higher loyalty and extending the popularity of the brand in the marketplace. 
The last stage of the model recognises the importance of developing profitable long-term relationships with customers as a basis for delivering higher value (Kotler et al., 2020). Productive relationships are essential for having loyal customers and strong brand value. In this relation, companies, including Tesco, have to keep customers satisfied and engaged – a topic discussed with more details in the next part of the essay. There are numerous ways through which solid customer relations may be developed. In general, it is important to keep customers satisfied and engaged with various initiatives (Kotler et al., 2020). Consistent performance and exceeding expectations are key characteristics for achieving high loyalty of customers. Tesco’s success in this key stage of customer value delivery model is seen by the fact that 85% of customers are considered as loyal ones with intentions to purchase repetitively in the future (Quinn, 2017). Moreover, Tesco has a significant brand value of $9.2 billion – the most valuable brand in the entire UK (O’Brien, 2019). This means that the retailer is able to generate significant intangible value in the marketplace. This also means that customers receive intangible benefits and value when purchasing from Tesco, such as reliability of products and services, status and other intangible features. 
Consistent efforts in the discussed four areas are required from Tesco in order to deliver high value to customers by employing marketing concepts. 
[bookmark: _Toc81499231]Stakeholder engagement and their impact on the marketing activities of an organisation 
By definition, stakeholders may be different individual or groups. The common feature of all types of stakeholders refers to the fact that they are influenced or may influence the performance of an organisation (Johnson et al., 2017). Moreover, stakeholders may have a varying degree of interest in an organisation. Overall, stakeholders may be classified in two distinctive groups – internal and external (Johnson et al., 2017). The internal ones are directly related to the performance of an organisation, whereas the external ones are positioned outside of the formal boundaries of an organisation (Johnson et al., 2017). 
In the case of Tesco – the company under consideration in this essay – internal stakeholders include the members of the Board, shareholders, managers and employees. Respectively, being the largest UK retailer, Tesco also has numerous groups of external stakeholders, including suppliers, customers, community members, regulators, local and national authorities, creditors, media partners, etc. 
The management of so many and diverse stakeholders is challenging due to the varying influence and interests of stakeholders; however, proper stakeholder management is an integral part of modern corporate governance (CG) process ensuring effective organisational functioning. The function of corporate governance is to manage the people dynamics within organisations. It is important to include and satisfy the needs of all stakeholders, as explained by Ruangviset et al. (2014). The goal of such comprehensive activities is to strengthen the relationships between stakeholders, as well as ensure that the employees will be able to meet their targets within the departments through collaboration and trust (Ruangviset et al., 2014). Ruangviset et al. (2014) also define Corporate Social Responsibility (CSR) as the manner in which a company responds to the public’s expectations of it. Most often, the latter can take the form of environmental, ethical and legal demands; thereby, meeting the needs of various external stakeholders. CSR is hence effective in streamlining organisation’s work to deliver value without infringing on widely-accepted norms and regulations, thus retaining a favourable image with its own consumers (Ruangviset et al., 2014). 
According to Carroll (2016), CSR can be expressed within a pyramidal model as described below. The four main points in such an arrangement include the responsibilities tiered in a hierarchy from the fundamental to the ethical and philanthropic. The economic responsibilities serve as a foundation in this case since all the other levels are predicated on having the necessary funds to obey regulations and principles (Carroll, 2016). However, once a company is stable, it can marginally improve by climbing up the structure and evolving to serve the community as a whole rather than simply pursuing its own needs (Carroll, 2016). Solid management and proper CSR occur when the company was built early on to reflect all the main points, rather than focusing just on profit. 
Figure 2 – CSR pyramid 
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Source: Carroll (2016)
The analysis clearly shows the wide range of responsibilities for Tesco in addressing different types of needs at the various levels of the CSR pyramid model. These needs of stakeholders are often contrasting in their nature which requires findings the balance between the interests and power of stakeholders. There are numerous examples in this direction. For example, shareholders of Tesco, who are the owners of the company, are primary interested in achieving profit maximisation – the first level of the pyramid. Nevertheless, Tesco has legal obligations to provide safe working environment, deliver paid holiday several weeks per year, as well as comply with the national minimum pay level (Martin and Broadbent, 2021). These obligations are to a great extent determined by the national regulations and UK labour law propositions; thereby posing legal obligations for Tesco (second level of the pyramid). Addressing these obligations benefits employees, who are an important internal stakeholder group; however, the extra expenses reduce profitability; hence contrasting with the interests of shareholders. In addition to all, Tesco may invest in sustainable policies, such as ethical product sourcing, new more sustainable energy sources, or alternatively donate funds for charitable activities. These examples show possible actions in relation to the ethical and philanthropic levels of the pyramid. While being beneficial for customers and communities, these activities also reduce profitability of Tesco due to the extra costs which is in contrast to the interests of the shareholders and creditors. 
Considering the different interests and influence of stakeholders, as well as the limited organisational resources, it is very important to implement an effective communication strategy ensuring stakeholders’ engagement. Johnson et al. (2017) propose the use of stakeholder mapping – a tool for evaluation of stakeholders’ importance on the basis of the degree of interest and influence. Respectively, organisations, including Tesco, may achieve the maximum level of stakeholder engagement, if applying the communication strategy suitable for each stakeholder group (Johnson et al., 2017). The stakeholder mapping suggests that key stakeholders with maximum interest and influence should receive maximum attention and close management. And the vice versa – regular minimum contact is the strategy to stakeholder with low interest and influence (Johnson et al., 2017). There are also mixed strategies. Keep completely informed is a communication approach to stakeholders with high interest and minimum influence, whereas Tesco has to meet the needs of influential but disinterested stakeholders (Johnson et al., 2017). 
The stakeholder mapping for Tesco is shown below where there are different groups of stakeholders are positioned based on the evaluation of their interest and influence. 
Figure 3 – Stakeholder mapping for Tesco 
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Source: Simon (2016)
The analysis clearly indicates the importance of customers, as they have a high level of interest and influence on Tesco. Although considered as an external stakeholder group, customers influence the marketing process of Tesco in several different ways; hence, the company has to keep them engagement through a strategy of thorough management. In order to support the statement with evidence, the importance of customer engagement is analysed through the prism of the marketing mix – an important concept in marketing which determines organisational positioning and competitiveness in the marketplace (Kotler and Armstrong, 2018). Thus, the effect of customers on some of the key marketing mix elements is analysed accordingly. 
First of all, engaged customers are also more likely to share information with the company and deliver important feedback regarding product performance and possible fields of improvement. This is important for Tesco, as consumer information could be used as a basis of timely and in-depth information. This in turn may be used as a justification for product portfolio changes and improvements according to the contemporary consumer trends and demand changes. This in turn contributes to organisational flexibility and delivery of more high-in-demand products which maximise organisational performance. 
Engaged customers are also found to be more dedicated and loyal to the company (Kotler and Armstrong, 2018). This has important implications on pricing and promotion. In relation to pricing, loyal customers are more likely to pay higher prices in order to get access to the products and services of their preferred provider (Kotler and Armstrong, 2018). Thus, Tesco should keep customers engaged in order to strengthen their satisfaction and loyalty – key features allowing for higher profit margins. The evidence shows that Tesco has management to maintain relatively high levels of satisfaction and loyalty. Satisfaction has improved over the last two years, whereas loyalty is seen by the fact that 85% of existing customers express their willingness to purchase again from the retailer (Quinn, 2017). 
Loyalty is also seen by the fact that Tesco has managed to sustain its market share in the last several years regardless of the aggressive competition of discount providers, such as Lidl and Aldi (Blazquez, 2021). The discounters have managed to gain higher market share; however, Tesco has been able to stay the leader in the retail industry with a market share of approximately 27%, as shown below (Blazquez, 2021). This clearly shows the importance of customer engagement and the corresponding loyalty in order to achieve marketing success. 





Figure 4 – Market share changes of major UK retailers
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Source: Blazquez (2021)
The third main area, where consumer engagement plays a key role, refers to promotion. In general, Tesco spends more than £81 million per year for advertising purposes (Statista, 2021). This is a considerable amount aiming at populirising the brand and attracting consumer demand. Engaged customers are more likely to conduct positive word-of-mouth – sharing positive feedback with friends, family members and colleagues about the company and its offers (Hayes, 2021). Worth-of-mouth is very important because 92% of consumers trust the opinions of their friends rather than the advertising messages of traditional media (Hayes, 2021). As a result, Tesco has to satisfy its customers and keep them engaged with the company in order to reduce advertising costs and achieve higher marketing effectiveness through positive word-of-mouth. This example clearly demonstrates the importance of stakeholder engagement in general, as positive worth-of-mouth may also contribute not only to having more customers, but also improve business relationships with key external stakeholders, such as partners, suppliers, creditors, etc.; thereby, delivering holistic positive effects on performance.
[bookmark: _Toc81499232]Conclusion 
In the light of research findings, it is of increasing importance for business organisations to effectively meet different needs of customers and other stakeholders. Over time, market success requires flexibility and responsiveness to changing needs. A pro-active approach is expected from companies as a way of satisfying stakeholders’ requirements and achieving sustainable performance in a changing marketplace, as explained by the involved concepts and evidence from Tesco. 
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