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MODULE: UNDERSTANDING AND ENGAGING 
IN THE CUSTOMER EXPERIENCE


Introduction and Background

Customer services is often regarded as an important part of a retail business because amongst other things, it can not only help the company generate a loyal customer base, but can lead to increase sales from existing customers through word of mouth. When any company offers outstanding value to its customers, there is a potential for it to turn first time buyers into loyal customers (Weinstein and Johnson 1999, p 4-5). However, to ensure the customer feel valued, there are several strategies that the company can adopt. For example, they can train their employees and design systems and policies that can lead them to treat the customers respectfully, can work to ensure they always understand and provides the customers wants and needs, they must always ensure that they act and meet the promises they have made to customers, work to exceed their expectations by occasionally providing extraordinary services to them, manage customers complaints quickly and with dignity and respect, etc. In analysing customer value, companies and analysts look at internal measures like the product quality to external products like the services offered to customers when marketing the products. Issues like how the supply chain is organised to ensure products and services are delivered faster, to the prices and quality of the product has to be analysed. 

Tesco is a UK retail business and effective customer services is always central to their plans like most companies involved in retail operations. Tesco was founded as a retail stall by businessman Jack Cohen in 1919. However, after engaging with a company called T E Stockwell and purchasing tea from him for resale, he decided to name the company TESCO being the initials of his name and company and the first two initials of his surname. Prior to 1960, the company's focused was on selling foodstuffs and vegetables. However since 1960, they have diversified the business significantly and are currently selling products as diverse as books, furniture, toys, electronics, clothing, petrol, computers, software’s, telephones, eyeglasses, etc. Tesco through mergers and acquisitions and improved strategies to capture a greater market share not only overtook Sainsbury’s as the highest UK superstore but had its market share increased from 15.4% in 1988 to about 29% in 2004 (Nwagbara, 2010). Quite recently, they have expanded their operations to several countries of the world. The US operations wasn't quite successful and they have to pull out of that market in 2013. In the UK, Tesco's major and traditional competitors are Sainsbury, Asda, Morrison’s, Waitrose, Marks and Spencer. Quite recently, we have had new and emerging players like Lidl and Aldi which have gone on to own huge market share. Tesco is currently the third largest Superstore in the world just behind US based Walmart and France based Carrefour. Tesco is a business that is oriented towards providing customers good services through the choice of their products and quality customer services. 

The remaining part of the report is organised as follows, section two part one will discuss the five dimensions of customer value. Part two (a) will discuss the five dimension of service quality, and part two (b) will discuss the gaps in service using the service quality model (SERVQUAL) as described by researchers Zeithaml et al., (2009).

The Five Dimensions of Customer Value and Application to Tesco. 

The five dimensions of customer value are conformance to requirements, product selection, price and brand, value added services and relationships and experiences. Customers normally care about three fundamental issues, price, product quality and the time in which it takes for their products to be delivered.

The first dimension is conformance to requirements. This dimension tries to analyse if firms are able to offer what customers really want or if the company's demands impacts on their supply chain. To conform to customer requirements, Tesco trains its employees to do things to them the right way during their first point of contact, whether it is in responding to queries during the sales process, in delivering customer services or in responding to their complaints through the different channels. According to Tesco (2018), customers require them to source responsibly and sell them only products that are safe and are of the highest quality. Tesco also makes sure they meet the customers’ requirements by ensuring that all Tesco products are safe and meet and comply with the applicable laws and regulations of all countries where Tesco has its operations in and meet all customs and cultural requirements of those countries. As part of product development for example, Tesco tries to understand and provide customers with their needs which are mainly great quality, sustainable sourced and innovative products. Tesco also has a dedicated nutrition team that works with the technical and development teams to create food and drinks that have the right combination of ingredients, meets customers and the regulatory authority’s safety requirements, and the requirements of food industry experts and health charities like British Heart Foundation, Diabetes UK, and Cancer research amongst others. Tesco also use good labelling and packaging to communicate all the relevant product information and dietary requirements to ensure their customers can make informed and reasonable choices on the products and services they are purchasing. Their presumption is that labelling should be honest, fair and not misleading to the customer and should more broadly conforms to labelling legislations. Tesco has developed manufacturing standards that are aligned to the customer needs and covers all brands and products including products produced by Tesco and those produced by their suppliers. Suppliers are required to not only adhere to production standards but must source their raw materials following prescribed Tesco's standards. Products and production processes of suppliers are always audited by Tesco and preapproved external consultants to check if they meet the requirements of Tesco. Tesco understands that quality inspection is a realistic way to meet industry standards and to conform to requirements and they always make sure that their inspection teams are able to spot and stop products whose quality may not meet their required standards (see Kurniati et al., 2015, Evans and Lindsay, 2002).

The second dimension is focused on product selection. This dimension measure the extent to which a company may have a proliferation of options and argues that a proliferation of options might pose other problems. For example, it may make it difficult for the company to manage its supply chain. Tesco for example is a megastore that sells diverse sets of items from foodstuffs, to furniture's, drinks, books, electronics, etc. However, other speciality stores exists like Clarks which sells only shoes, and specialised megastores like IKEA that competes with Tesco on their speciality products. Tesco has a dedicated and well organised product development team whose role is to study, understand and develop new products and improve on existing products that meets customers’ requirements. Their product innovation and development team for example developed over 2000 new products in 2018 across food and general merchandise that meets customer’s sustainability and ethical requirements (Tesco, 2018). Tesco also has over 3400 stores globally and most cities in the UK have shops in close proximity to major residential neighbourhoods. At one point and before of the coming of Chief Executive Dave Lewis to Tesco, the company had almost 90,000 different products for customers to select from. For a product like air freshener alone, the company had over 228 different product choices which range from Tesco's own products to specialists branded products and according to some analysts, this wasn't very good for customers as it made product selection and shopping more complicated. However, once Dave Lewis came to power, he hired industry consultants to cut their products by up to 30 percent. The presumption is that this will make shopping simpler and seamless and in effect helps the company cut costs and increase profits (Guardian, 2015). It is important to note that Tesco sells a wide variety of products which are mainly averagely price but to compete with low cost low choice retailers like Aldi and Lidl, they have a wide variety of cheaper Tesco basic products. 

The third dimension is price and brand. Pricing is a key part of the customer service requirements and firms try to organise their supply chains and customer services to ensure that the prices of the products are competitive and meet the customers’ requirements. A brand in addition creates the image of the firm in the market and engages with the emotions and loyalty of the customers. So a strong brand can be advantageous and can help a firm to easily approach and expand to new markets, deepen relationships with existing customers and help the firm gain new customers. Retailers too understand that consumers also used brand, price, and product appearance, retailer reputation to other consumers and to wider society as a reflection of product quality (Dawar and Parker, 1994). Tesco as a business has a very strong brand name. Amongst the retail supermarkets in the UK that offers one stop shopping, it has the most popular brand, followed by Sainsbury, Asda, Morrison’s, etc. Tesco markets its brand by identifying its business with the slogan "Every little helps", and also has its Tesco Club card, Tesco banking business that offers savings accounts, credit cards, insurance amongst other products, Tesco online shopping and door to door delivery services, student cards, etc. At some Tesco stores, there are different products to satisfy the needs of the African community, Asian community, etc. depending on the demography of shoppers in that community. All these services help to promote the Tesco brand and makes it more popular amongst the different segments of the population and across different ethnic groups. Tesco has a brand and price guarantee scheme which was scrapped in 2018. According to this scheme, if a customer buys more than 10 items, they will get an automatic refund if the price of any of the items are cheaper at any of its competitors that includes Aldi, Lidl, Morrison’s, etc. However, the maximum refund was £20 per shopping. Although Tesco recently scrap its brand guarantee project, Asda, Ocado and some other competitors still have this policy in place. 

The fourth dimension suggests that increased value added services and not just price reduction will help increase customer value. Value added services have become important due to the need to use information and communication technologies to get closer to the customer and meet their requirements. Tesco for example uses the Tesco Club card to gather information from the customers, understand their shopping habits, segment and target them with special offers. All these helps improve the customer services that is being provided to these customers. Tesco has been trying to compete with discounters and recently launch Jacks which is a discounter’s style supermarket Tesco brand which is a chain of stores to compete with the likes of Aldi and Lidl. To appeal to different segments of the society, Tesco recently also launched the exclusively at Tesco range which are a basket of goods that Tesco believes can be bought more cheaply than in other valued oriented competitors.  This was designed to replace the formerly Everyday value range and now includes over 400 items and is being rolled out across a wide range of Tesco Stores in the UK after being experimented in a few stores. These new products were introduced by Tesco's new chief Executive Dave Lewis and other products removed from their shelves as part of his interest to streamline services and adds value to the customers shopping experience. According to recent reports, in 2019, because of this services and product diversification, sales at the business have risen to 1.7 percent, profits at the business have been up 28.8% to £1.67bn. This is despite the retailer losing market share to other discounters like Aldi and Lidl which have continued to open new stores all over the UK (Gwynn, 2019). 

The last dimension which is relationships and experiences suggests that an increased connection between a retail business and its customers will help increase customer value. It is also important to state that, even when consumers are provided with sufficient information through product labelling, it is of the case that consumers may lack expertise to identify products that companies have to help the consumers reduce perceived risk of inappropriate purchasing (see Olson, 1977) which may include amongst other things the fact that, consumers for example may not know products that genuinely adds value to them (Rao and Monroe, 1988), consumers are often not in the habit of spending endless amount of time assessing quality of products in relation to other competitors (Hoch and Ha, 1986). As explained above, Tesco connects with its customers through different channels one of which is by gathering information's about their shopping habits and using it to decide how to market products and services that they may need to them. Tesco has a dedicated customer relationship management team that works to ensure the products and services delivered are designed to improve the relationships that the firm has with its consumers and also to help them get the best customer services and product quality experiences when they purchase with Tesco. The strategy often used is the multi-channel client management, a marketing function that is customer centric where the focus is on gaining customers, maintaining the relationship in a way that it is kind of a win win situation for both parties. To improve their relationships and experiences also, the company uses market segmentation where customers are often grouped into categories that includes ethnicity, culture, lifestyle, frequency of purchases, products purchased, etc. and provided with marketing and discount opportunities that meets their needs and requirements (Tynan and Drayton, 2010). 

The Five Dimensions of Service Quality and its Application to Tesco. 
Quality of service is a customer’s overall evaluation of a service and the extent to which it meets or exceeds their expectations. Businesses therefore tries to understand the dimensions that influences customer’s satisfactions and work to meet or exceeds these specifications. This has put pressure on companies to ensure they can easily understand and measure service quality (Wisniewski & Wisniewski, 2005). The five dimensions of service quality are tangibles, reliability, responsiveness, assurance and empathy. Service providers have always wanted to know what customers value most. The presumption has always been that for organisations and businesses that is customer centric like retailing, banks, tourism, etc., excellence in customer services may be the benchmark for success. In an effort to clarify this, researchers Zeithaml et al., (2009) proposed what they defined as the five dimensions of customer service quality. This model has been thought of segmenting customers into different groups and providing the possibility to understand their different expectations. The service quality model is mainly used as a multidimensional instrument to measure overall customer satisfaction and it is also important to state that customer satisfaction has a significant relationship to customer services quality.

The concept of reliability suggests that customers value organisations and companies that do exactly what they say they are going to do. In essence, they want these companies to be dependable and provide accurate services that follows exact specifications. For example, if a customer is promised a response at a specific period, it is the responsibility of the firm to make sure it happens. Specifications to clients must be followed, reports and statements provided to them must be easy to understand and free from errors, services should be performed right through the first point of contact, services must be the same at all times of the day and must also be the same to all customers. There shouldn't be any preferential treatment of customers. Technology has helped improved customer presumptions of the extent to which customer services can be made reliable and must customer focused businesses have taken advantage of technological advances to develop services systems that are very reliable (Joseph and Stone, 2003). More broadly, Tesco tries to ensure it fulfils its responsibility in terms of how it delivers its customer services, the prices of its product and also how it managers and solves customers problems. Tesco test all new products robustly to ensure it can add value to its customers as part of its customer focused product development strategy (Garlick, 2017).


The second dimension is responsiveness, where customers expect service providers to be respond immediately, quickly, promptly and rapidly to their concerns. The presumption is that there must be a willingness to help customers and provide them with prompt customer services. In fact, they expect them to provide a quick customer services. Companies are expected to have internal service level agreements that meets or surpasses the industry standards and overall customer expectations. For example, when a customer is facing a problem, the customer services assistants are expected to respond promptly, staffs must be willing and trained to answer questions from customers, situations that affects the customers and their overall level of satisfaction must be treated with care, etc. For example, in a Tesco Call centre unit, there needs to be a system that tracks how long customers are required to wait before their calls are being responded to or how long they have to wait in the queue before being served. The company tries to avoid keeping customer waiting for a long time with no apparent reason. According to Ibeharim et al., (2016), swift technology itself and self-service is one way in which companies tries to improve the customer interface and reduce waiting times and Tesco have developed and make use of this services. 

The concept of assurance states that service providers must have expert knowledge of the products and services they are delivering and according to the SERVQUAL model, they must communicate their expert knowledge to the consumers otherwise they won’t realise it. If this knowledge is not communicated to the customers, they won’t see that and they won’t be able to have confidence in the supplier even when they are an expert. The communication can be done verbally when delivering the services or through the different nonverbal communication channels like through company logos, advertising materials, etc. Tesco tries to deliver services in a very professional manner and employees are trained to speak to customers politely and to write to them in a very clear language. Employees are also trained to have knowledge about Tesco's products and services to ensure they can always communicate what they know to customers in a way that inspires confidence in them. 

The concept of empathy suggests that services must be provided with employees showing that they do care about the customer they are providing the services to. In a company like Tesco, employees are trained to always greet customers politely and conclude by asking if there is anything else they can do for them after asking if they are satisfied with the services provided. Staff members are expected to have a pleasant demeanour, refrain from being and acting rudely, polite when speaking to customer, etc. In Tesco for examples, empathy has been recognised as one of the main factors that improves customer satisfaction (Balachandra et al., 2018).Tesco always trains their staffs to give personal attention to the requirements of customers and to listen attentively to them when they are making any complaints either on telephone or in their stores. In developing its products and its stores, Tesco listens to customers to understand their requirements and standards and tries to work to meet these requirements. Tesco remains a clear number one in showing empathy to its customers. 

The concept of tangibles suggest that service providers should work to ensure that their employees have good uniforms, clean office space, etc. to impress their work colleagues. However, this isn't important if they will not provide a higher responsive services and be more reliable. Tesco has a policy where staffs in most customer facing roles must wear particular uniforms. At induction, Tesco staffs are advised that they should ask their managers to order their uniforms which will be delivered to their home address within seven days (Tesco.com, 2019). The physical elements of the retail outlets are also designed to meet the customers’ expectations and public and customers facilities like toilets, car parks, filling stations, coffee shops, etc. are always kept clean. More broadly, to satisfy these requirements, Tesco tries to ensure its facilities are attractive, that their staffs are dressed appropriately when on customer focused positions, written materials are easy to understand, technologies should look modern, documents should be held securely, premises should be safe, etc. Tesco has a customer focused store development program where they organise a meet and public event when they want to open new stores, discuss with the local communities, conduct surveys, etc. and based on these results, they may decide on how to build their stores to meet the local customers’ requirements. The touch free hands and dryers in toilets at Tesco came about due to customers suggestions (Garlick, 2017).

Gaps in service quality and its application to Tesco using the SERVQUAL Model. 

1) The customer gap is the gap between the customer expectations and the customer’s perceptions regarding the services they are being provided. Customers’ expectations are the services that customers expect to have based on their service needs. Customer’s perception relates to what they discern as the services that have been rendered to them and they extent to which they think it is appropriate and meets their expectations. The implications are that service oriented organisations need to understand the needs of their customers and strive to provide it. Tesco understand like many companies that a good service organisation helps the company to achieve competitiveness and improves on brand value (Stefano et al., 2015). Tesco ranks poorly when compared to other competitors in customer services and is number 4 behind Waitrose, Sainsbury and Asda. Other researchers have argued that customer’s attitude is more important than their perceived attitude and expectation regarding the service (Cronin & Taylor, 1992). 

2) The knowledge gap is the gap between the expectations of customers and management perception of what customers should expect and have. The gap often relates to whether the managers have a clear idea of what their customers expect of them. The idea is that managers and customers views needs to be clearly aligned as this may help the organisation to implement a good marketing strategy. In essence, managers don't always know how their customer's actually think and knowing how they think is very crucial when an organisation is developing a marketing strategy (Hult et al., 2017). Tesco normally tries to conduct surveys to ascertain how their customers think and often aligns their findings when developing their marketing strategy. Tesco also tries to ensure their staffs understands what customers expects and prepares to respond to them. Even in the design of its stores, Tesco conducts surveys to understand what the customer’s wants and work to ensure the stores are design to meet their tastes and fashion (Garlick, 2017).

3) The third Gap is the policy Gap which is the gap between management perceptions and service quality specification. Sometimes, employees may because of diverse reasons for example poor training, incompetence, inability to cope with standards, etc. may not be able to render the services that is expected to them according to company service quality specifications. Even when the service quality standards are clear and the procedures for implementation are clearly defined, employees may not provide this services according to the prescribed guidelines (Daielly et al., 2019). To resolve this issue, Tesco PLC always tries to train employees before engaging them in customer facing roles and always inform them through various performance indicators of when they have failed to meet the expected customer quality specifications. Tesco rank second behind Sainsbury on this gap. 

4) The delivery gap is the gap between service quality specifications and customer service delivery. Most companies do believe they are always giving customers what they want but this is not always the case. This delivery gap exists not because businesses don't understand their customers’ expectations but because, on occasions, when a business is trying to increase the revenue it generates per customer, it may end up increasing its transaction costs. Also, when it tries to pursue new customers, they may end up ignoring their loyal customer based and all this might lead to problems for the company (Allen et al., 2005). Tesco manages this by trying to refocus its interest on its customers and ensure they are being provided with the same marketing and discount opportunities like new customers.

5) The fifth dimension is the communication gap which is the gap between service delivery and external communications with customers and stakeholders. External communications are things like communication through word of mouth. This can’t be controlled by the company but they are a good way for customers to sell the expected services required to new customers. If the word of mouth exceeded customers’ expectations from the previous services delivered, customers may want to continue doing business with that company. What firms do is that they promise services that they can’t deliver as this may hinder the customers’ expectations and they may not be happy if the services delivered are not of the standards promised (Tseng and Hung, 2013). Tesco tries to advise its employees to only promise what they can deliver. Tesco fares better amongst its competitors in this and is ranked second only to Sainsbury in closing the communication gap. 

Summary of Findings, Conclusion and Recommendations. 

The objective of this essay has been more broadly to discuss customer services issues using the case study of Tesco. The first section of the essay discussed the dimension of customer value, the second section discusses service quality, and a final section addresses the gaps in service quality using the SERVQUAL model. It is important to state that despite the challenges that Tesco has faced over the years, from retail discounters like Aldi and Lidl to large players like Sainsbury's and Asda, Tesco has continued to maintain its number one position. Although over the years these new players have adopted different strategies to gain some market share from Tesco, they still remain dominant and currently has about twice the market share of their nearest competitors Sainsbury and Asda. The reason for this is purely because of the customer service culture that Tesco has adopted over the years. Tesco through its customer focused product development program understands what customers may value. Also, the company segment customers through different methods like ethnicities, age, culture, and so on and tries to provide services that meets satisfies their needs. Tesco more broadly tries to anticipate and understands the customers’ needs and work to provide those needs. 
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