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[bookmark: _Toc95893408]Executive Summary
Retailers struggle to gain customer loyalty using various tools. A strategy that has been widely adopted is the one that focuses on price differentiation, aimed at attracting and retaining customers. However, as the market environment changes in line with new technologies, it has become evident that proper customer relationships are also vital. To develop such effective customer relationships, organisations employ the use of Customer Relationship Management (CRM). CRM is an integrated information system that focuses on collecting data from the customer before using it to inform business decisions. TESCO is an example of a company that has utilised the CRM system effectively. The CRM policy and practices of TESCO can be divided into three options including ethical policies and practices, sustainability policies and practices, and finally the influences of segmentation and the loyalty ladder.


[bookmark: _Toc95893409]Customer Relationship Management Policies and Practices of TESCO
[bookmark: _Toc95893410]Ethical Policies and Practices
TESCO has established a series of ethical policies and practices such as the Group Anti-Bribery policy, Group Gift and Entertainment policy, cyber security, and even the use of personal data policies (TESCO PLC., 2022a). All of these policies aim towards guiding the team of employees on how they need to respond to certain business situations without compromising the credibility and image of the company. TESCO understands the importance of maintaining a positive corporate image since it will ensure that customers also pride themselves to be loyal to the company. This outcome cannot be expected in instances where a company has been linked to numerous cases of fraud and bribes. In addition, customers need to understand which information the company collects and for what purposes. The customers should consent to have their information retrieved and used for the promotion of business activities. Such actions need to be made transparent to gain the trust of the employees. ASDA is an example of a company that features similar ethical policies and practices. The company leader believes that customers need to be involved in every step of the business since this process will enable the collection of data that will guide future decision making (“Tesco competitors lurk at every corner,” 2019). 
[bookmark: _Toc95893411]Sustainability Policies and Practices
TESCO’s sustainability revolves around the Little Helps Plan. The leaders of this company realised that success is not only dependent on the business decisions and actions are taken, but also on the world as a whole and the ability to adapt to any changes (TESCO PLC., 2022b). Therefore, since TESCO is one of the largest retailers in the UK, it needs to play its role in ensuring that it leads by example. That means getting involved in some of the largest social and environmental challenges, such as those related to global warming. The management believes that every little help will make a big difference. This belief underpins the company’s sustainability tactic. The company aims to continue serving customers each day, while still acting responsibly and sustainably towards the environment, the community, and even its stakeholders. This framework features four pillars including People, Product, Planet and Places (TESCO PLC., 2022b). A focus on these areas enables the company to make a difference on issues such as health, diversity and inclusion, sustainable diets, and even climate change. Morrisons Company has also embraced a similar strategy since it also considers corporate social responsibility approaches (“Tesco competitors lurk at every corner,” 2019). It has engaged in a series of donations and support for government based initiatives meant to promote food security in the UK. 
[bookmark: _Toc95893412]Influences of Segmentation and the Loyalty Ladder
Segmentation refers to a strategy where a company divides its customer base and categorises them according to their needs and characteristics. This approach is an important marketing tool since it helps businesses to better understand their target audience (Wu et al., 2020). Therefore, it is easier to identify and interpret trends that can be used to develop new forms of business processes. The loyalty ladder is also an effective marketing strategy that enables a business to identify potential customers who are more likely to remain engaged in their business for a long time thereby establishing loyalty. The ladder progresses from suspects, prospects, customers, clients, and finally advocates (Ostrowski, 2021). A company hopes to have most of its target population as advocates, meaning that they understand the business process and are willing to remain loyal and support its course. They do this by recommending products and services to others. 
[bookmark: _Toc95893413]Literature Review
[bookmark: _Toc95893414]Ethical and Sustainability Models
When a company engages in unethical behaviour or is unable to demonstrate corporate social responsibility, it risks damaging its reputation and making it less appealing to stakeholders. Customers will not want to be linked to such a company, just as investors will not be moved to consider supporting the venture. Business ethics and social responsibility are two concepts or theories that can be used to improve customer relationship management. On one hand, business ethics features the moral principles and guiding standards for how employees of a company are supposed to behave. Corporate Social Responsibility, on the other hand, features an integrative management concept that ensures the showcasing of responsible behaviour concerning the company, its objectives and values among others. When a company can showcase ethical behaviour and corporate social responsibility, it can establish effective customer relations. 
[bookmark: _Toc95893415]Business Ethics
Ethics are codes of values and principles that are used to govern the action of individuals or groups with regards to what is right and wrong (Vazquez, 2018). It establishes a baseline of what is acceptable and what is not within an organisation’s conduct and decision making processes. It focuses mainly on internal values that make up the corporate culture and even shape decisions concerning social responsibility activities (Kimbell and Dossantos, 2020). While ethics consider how moral a person is meant to behave, values refer to the inner judgments that determine whether or not they adhere to the ethical stipulations. Therefore, in business, being ethical implies that leaders of a company can apply principles of honesty and fairness to how it relates to workers and even the customers (Rossi et al., 2021).
For a business to grow and establish effective customer relationships, it must first adhere to a specific set of behaviour meant to guide both the management and employees (Vazquez, 2018). Through ethics, proper climates will be created to enable better human resources practices. It will result in a shared system of values that will guide how employees behave while at work (Rossi et al., 2021). As a result, customer loyalty will be established, the best employees will be retained, a positive work environment will be developed, and the company will avoid legal problems. 
Ethical standards are divided into three levels including the law, policies and procedures, and employee moral standards. The law applies to society as a whole. It highlights actions that are considered legal and illegal, along with the expected consequences (Vazquez, 2018). However, it is important to note that just because an action is legal does not mean that it is ethical. This reason explains why simply obeying the law is not sufficient for the establishment of ethical behaviour (Kimbell and Dossantos, 2020). The second level features organisational policies and procedures that act as a guide on the acceptable way of making business decisions (Rossi et al., 2021). Lastly, the employees also feature a moral stance on various topics. This link impacts how they approach an issue that has not been highlighted under the law or even under the organisational policies (Vazquez, 2018). Considering these levels and how they interrelate, it is evident that a company’s culture plays an important role in supporting or undermining what employees believe is ethical. 
A company’s culture represents its moral behaviour. This factor impacts the ethics of a business. To ensure that behaviour is aligned with the ethical values of an organisation, the management needs to decide on what needs to be done, and how to do it (Kimbell and Dossantos, 2020). If ethics is the focus of such actions, then the company will feature an ethical framework (Vazquez, 2018). Since companies face many ethical decisions, there needs to be an effective ethical framework that will guide employees on how to act in different situations using a universal model. It will ensure that any ethical concern is not dismissed and assumed to be without consequences. 
[bookmark: _Toc95893416]Corporate Social Responsibility
Due to the changing nature of the market environment, and the resulting demands from customers, companies have no choice but to consider other measures that will enable them to stand out from the crowd of competitors (Bernardino, 2021). It is important for companies to not only focus on their interests but also to prioritise those that impact society (Araujo and Kollat, 2018). Companies have roles to play in society, aside from making profits from sales. Since society is what encourages the business to sustain itself, it is only sensible for it to show certain levels of responsibility concerning operations. The company needs to have a well-established relationship with the environment, its employees, and other stakeholders before it can be successful (Bernardino, 2021). Through corporate social responsibility, responsible behaviour within a company can be established. Instead of enjoying benefits in isolation, corporate social responsibility ensures that the company will also engage in the production and distribution of wealth resources that will positively impact the stakeholders (Araujo and Kollat, 2018). In addition, corporate social responsibility also refers to how responsible a business is for the impacts it has on society, and the resulting consequences on the environment, ethics, and even human rights paradigms. 
In many cases, social responsibility is perceived to be a series of voluntary activities aside from the usual economic and legal responsibilities of companies. However, the definition needs to be expanded to encompass the policies that companies implement intending to trigger positive social change and ensure the environment remains sustainable (Araujo and Kollat, 2018). CSR needs to be described as the process of selecting and evaluating objectives not just for profitability, but also for the goal of attaining social desirability (Wojewnik-Filipkowska et al., 2021). This outcome requires the ability of a company to give up a certain degree of benefit to ensure that the non-financial goal is achieved. 
A lot of debate has been experienced on the subject of CSR. First, certain groups of scholars argue that the main purpose of running a business is to earn profits (Bernardino, 2021). Therefore, any resource spent concerning CSR should be able to increase the efficiency of the company. Second, it is argued that corporate actions need to be made transparent to promote social responsibility (Wojewnik-Filipkowska et al., 2021). Since companies interact with different groups of people who are affected by their actions, it is important to ensure transparency and accountability. Lastly, when a firm engages in CSR, it can consider actions that will encourage additional social good. Due to these three arguments, the stakeholder theory became popular. Another CSR model features the Four-Part model. Here, CSR is perceived to be a multi-layered concept that needs to consider the economic, legal, ethical, and philanthropic factors (Abdelhalim and Amani, 2019). All four options must be met equally before a company can claim that it has attained corporate social responsibility. 
[bookmark: _Toc95893417]Method
To analyse the ethics and sustainability of TESCO, it is important to consider how it engages with the segmentation of its customers and how it utilises the loyalty ladder to improve the process of customer relationship management. The company makes use of the product positioning strategy. This approach makes use of the elements of a marketing mix to attract new customer bases (Dudovskiy, 2016). Functional positioning is a process where the company increases the range and functionalities of products or services so that new customers are attracted. Since the only customer base that the company has not targeted features the rich individuals, such products tend to be sold at much higher prices (Sharpe and Barling, 2019). The functionality and enhanced quality are also responsible for such an outcome. 
Next, a narrow customer segment is targeted through the use of symbolic positioning. This approach focuses on the values, aims and aspirations of customers to be identified as responsible buyers. A good example features the company refusing to produce cotton products in countries where child labour is being used for cotton harvesting (Dudovskiy, 2016). The customer segment that is more focused on product price than other marketing elements is targeted through the use of price positioning. Once the customer realises that the prices are regular, they will likely be attracted to the product that is being sold (Sharpe and Barling, 2019). The customers who are interested in health and beauty products are targeted through experiential positioning. It features the use of cognitive stimulation to encourage clients to make a purchase (Dudovskiy, 2016). Finally, since TESCO offers a series of products, it is important to note the importance of targeting all options at once. These customers tend to make a greater percentage of those who are cost-conscious. 
Concerning the loyalty ladder, TESCO has managed to consider various approaches meant to lure customers into loyalty. This company focuses on the customers' group in the ladder, as well as the clients. These two groups feature individuals who have shown interest and have even made purchases. Therefore customers have an opportunity of applying for a loyalty club program that enables the company to communicate with the individual with ease (Sharpe and Barling, 2019). Each card features the customer details needed to categorise them accordingly. Hence, when the customer makes a purchase points are added to their loyalty card. Also, it keeps a record of their shopping activities and behaviours, thereby enabling the company to develop a more focused technique (Etchanchu and Djelic, 2019). Customers enjoy the loyalty cards since they feel it saves time and presents them with a way of giving feedback when necessary. 
[bookmark: _Toc95893418]Conclusion and Recommendations
Considering the analysis conducted above it is evident that the process of segmentation and using the loyalty ladder present an opportunity for both positive and negative ethical and sustainability consequences. For instance, information is collected and used through the use of the loyalty cards approach. Whenever they go shopping, the activities are not private since the data is collected and stored for future use. Each of the segments is targeted in such a way that TESCO hopes to trigger additional revenue. The company should focus on one ethical strategy that will ensure all are guided on the best way to act. Using multiple theories complicates the nature of the organisation and what it aims to achieve. TESCO also focuses on sustainability since it engages in a series of activities meant to consider external benefits for all members of the community. For instance, any surplus food tends to be donated to the needy, rather than keeping them until they are no longer viable. The company needs to consider diversified approaches, such as actively participating in policy debates so that the organisation can experience better environments. The ethics and sustainability policies of TESCO have positively impacted its CRM. It is the reason why this company can interact and communicate effectively with others. 
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