Executive summary

Introduction

Why is Customer Relationship Management and Quality processes important:

Customer Relationship Management, also known as CRM, refers to the technique’s companies apply to analyze their interactions with customers. Companies gather data on customers and potential customers to analyze how to attract them and keep them consuming their products and services, focusing on increasing profits. With this kind of data, companies can focus their marketing efforts on the right type of consumers and even learn about how to reach them. Companies nowadays can benefit from database CRM software. (Kulpa, 2017). 
Quality processes are also an important factor to consider when analyzing customer experience. Total Quality Management (TQM) is a framework used to ensure that customer satisfaction is delivered by all employees in the company. This technique can be used to help companies to satisfy their interactions with customers. One example of this is gathering data on customers by giving them questionnaires on suggestions that they can give to the company, and these suggestions could be used to establish changes that need to be made to products and services to satisfy customers (Pratt, n.d.). 
Another important quality process is the Service Quality Model, known as ServQual, which helps companies to access gaps in their service. This analysis is external and focuses on how the customer perceives the company. It can be done by surveying the customers and focuses on ten factors that are important for service quality, which are: Reliability, Responsiveness, Competence, Access, Courtesy, Communication, Credibility, Security, Knowing the customer, and Tangibles. (Mulder, 2018)
The five gaps in service quality described by the the ServQual model are: 

Knowledge Gap: When the customer’s expectations are not known, it can negatively impact the service.

Standards gap: The organization has the wrong idea about what the customer expects from their service.

Delivery gap: When the service provided is different than what is expected by the customer.

Communications gap: When the company promises attributes that are not present in the services.

Satisfaction gap: Result from the service not matching the customers’ expectations.


About Tesco

Tesco had its origins in the east end of London in 1919 when Jack Cohen, former Royal Flying Corp returned from the Great War. He then decided to start selling affordable food in a stall. (Tesco, n.d.)
After a few years in the market, Jack released a product called Tesco Tea, this name was created before the company was called Tesco. It was named from the initials of TE Stockwell, who was a partner for tea supplying and CO was taken from Jack’s surname. (Tesco, n.d.)
By the start of the Second World War, the company had already built a warehouse in London and had expanded their operations around the area. (Tesco, n.d.)
In 1987 Tesco acquired Hillards for 200 thousand pounds, and in 1994, they acquired William Low, establishing their presence in Scotland. (Companies History, n.d.)
 In 1995, Tesco released their customer loyalty card called ‘Clubcard’, which helped them with customer interactions and in collecting data about their customers. (Emerald Now, 2004)
Over the years, Tesco has expanded their business and diversified their portfolio. Examples of diversified businesses within the company include Tesco petrol stations, Tesco Bank and Tesco Mobile. (Tesco, n.d.)

Internal factors that influence quality system:

Swot Analysis

Strengths

· Tesco is the most popular supermarket in the United Kingdom and dominates market shares. (Business Strategy Hub, 2023)
· Tesco has a growing number of stores, as of 2023, the number is 4673 stores in 14 different countries. (Business Strategy Hub, 2023)
· The company also has diversified their market strategy as was previously discussed in this report. Not only being limited to grocery stores and supermarkets, Tesco also provides banking, petrol and telecommunications services.
· The implementation of online stores helped the company to grow during the COVID-19 pandemic. (Sudhakaran, A, 2020)


Weaknesses

· Tesco has failed to succeed in Japan and the United States, being forced to close their stores for this reason. (Business Strategy Hub, 2023)
· Even though Tesco leads the market as discussed previously in the strengths section, the company has faced a decrease in profits over the last few years and, because of that, their share price has fallen. (Business Strategy Hub, 2023)
· Tesco has received a lot of negative publicity in the media, it ranged from an accounting scandal in 2017, to selling expired food between 2015 and 2017. Tesco has also faced backlash from a lab analysis in 2013 that detected horse meat being sold as beef by the company. (Companies History, n.d.) Tesco has always been accused of exploiting workers in Malaysia and Thailand. (Business Strategy Hub, 2023)

Opportunities

· The rise in unemployment could help Tesco to acquire more staff to help in its growth as a company. (Sudhakaran, A, 2020)
· Tesco could also work on expanding Jack’s, which is a chain of discount stores founded by the company to compete with the cheapest supermarkets in the UK. (Business Strategy Hub, 2023)
· As Tesco has lost a lot of its market share to Aldi, it could implement a price matching scheme to try and tackle this issue. (Business Strategy Hub, 2023)
· Tesco has also implemented an express delivery service which promises customers to deliver their online purchases in one hour. This project is still in development, and it hasn’t been implemented in many stores, but Tesco is aiming to implement it in at least 600 stores by the end of 2023. (Business Strategy Hub, 2023)

Threats

Brexit has affected the cost of groceries and general items imported from Europe, impacting Tesco. (Business Strategy Hub, 2023)
The recent global situation, intensified by the war between Ukraine and Russia has affected the supply chain (Ganeshan and Boone, 2022)
The general public is more aware of their expenses due to the cost-of-living crisis that is affecting the UK, forcing supermarkets to reduce costs with staff and suppliers. Retailers also mention that there has been a rise in shoplifting due to this situation. (Butler, 2022)


External Factors that influence the Quality System

PESTEL Analysis


Political

Businesses around the UK have been affected by constant strikes. Around 28% of the businesses affected by the strikes have reported difficulties in obtaining goods. (Rabaiotti, 2023)
The international political environment is recently unstable, and Brexit has made the political environment in the UK to become uncertain (Rahman, 2023). John Alan, Tesco’s chairman, stated that Brexit would increase prices in 3% to 5%. It is estimated that around 80% of the food items sold by Tesco come from the EU. (Shaw, n.d.)
Tesco also operate its business in many countries, including the Czech Republic, Malaysia, Slovakia, Poland, China, and Hungary. The political environment and the regulations in those countries are different than in the UK, forcing the company to stay vigilant about different geopolitical phenomena that could impact Tesco as a company (Shaw, n.d.).

Economical

Despite surviving the impacts of the COVID-19 Pandemic, a lot of businesses were not able to deal with it, and had to close because of that, forcing a vast number of people to become unemployed. This rise in unemployment creates an unstable economic environment, making people going above their basic spending and can deeply impact the profitability of Tesco (Shaw, n.d.).
High Labor cost is another factor faced by Tesco, costing the company millions of pounds per year (Rahman, 2023).
Despite operating in many countries, Tesco’s main market is still the UK. This could be a disadvantage for the company if the government decides to introduce new regulations on any of the business models adopted by the company, like e-commerce or petrol stations. If new laws get introduced in the UK, most of the company’s income will be affected by it (Shaw, n.d.).

Social

Tesco has acknowledged the need to deal with different cultures in the local community. The company sells Halal meat for the Muslim customers and kosher products for Jewish consumers in the UK (Shaw, n.d.).
A numerous amount of people are adopting plant-based (vegan) diets, the market for these kinds of products has increased by 4.1 billion pounds in 2020. Tesco is tackling this trend and aims to increase the number of vegan products sold by them by 300% until 2025 (Shaw, n.d.).
The demand for products is influenced by the socio-cultural environment (Shaw, n.d.). Tesco has experienced defeat in the Japanese market, and in consequence, had to remove the operations from the country, this was due to the company’s inability to understand the local social-cultural environment (Rahman, 2023).

Technology 

Tesco has benefited greatly from technology over the last few years. One of the most successful technologies introduced in the company was the introduction of its “Clubcard”, which helped them reward loyal customers. Millions of people in the UK have signed up for this card (Rahman, 2023). There are numerous advantages for people that registered for the card, it can benefit people with exclusive discounts and points that can be retrieved when buying goods and fuel (McLaughlin, 2020).
The COVID-19 Pandemic has increased the demand for e-commerce, popularizing online shopping. Tesco has benefited from that by having a website and providing delivery services for clients. The company claimed to be working on improving their services by increasing the number of people that provide delivery services (Shaw, n.d.).
The introduction of self-checkout bays at most of their stores has benefited customers with convenience and helped Tesco to keep low costs (Rahman, 2023).
The recent rise of cyber-attacks can be a threat to Tesco. According to recent data, around 34.5% of the executives that answered a poll claimed that their accounting and financial data was targeted by cyber threats. This can impact the company’s operations and customers that have their data gathered on their databases (Brooks, 2023)

Environmental

There has been increasing pressure from the government on companies to recognize environmental issues. Tesco has addressed that by providing some solutions that could help with the environment. The company has removed one billion pieces of plastic from its business and has committed to become carbon neutral until 2035 (Rahman, 2023).
Tesco also committed to a recycling plan, stating that the company would reduce, reuse and recycle plastic. In consequence, they have vastly decreased the use of non-recyclable plastic. (Shaw, n.d.).
There has also been an effort from Tesco to identify and report illegal fishing boats that are practicing non-seasonal hunting illegally (Shaw, n.d.).

Legal

There are laws that can affect Tesco, selling alcohol to minors could result in legal consequences to Tesco. Knowing about that, they have implemented their “Think 25” approach to the problem. With that initiative, young people are required to present an official document proving that they are above the legal age to consume alcohol, also, after the implementation of regulations prohibiting the sale of high caffeine products (energy drinks) to people younger than 16 years of age, the “Think 25” rule also applies to those situations. (Tesco PLC, 2021)
The company is also prohibited by law from paying less than the minimum wage for employees.
Tesco did not provide a full picture of the company’s financial performance in the year 2017 and they were prosecuted by the government. In consequence, they had to pay a heavy penalty for providing false information, costing them 12 million American dollars (Shaw, n.d.).
Allegations from employees that there is a huge pay gap between men and women in the company has led to various lawsuits that made the company lose credibility with the general public (Shaw, n.d.).



Customer Relationship Management (CRM) Models

CRM models, as was previously discussed in this document, are important to establish how your company is going to approach its relations with customers. It promotes a concise strategi for acquiring and maintaining customers. It shows the company how to separate, contact and attract customers (Freedman, 2023).
This section focuses on providing details on popular CRM models.

Payne’s five process model

Payne’s five processes is a CRM framework that prioritizes the acquisition and retention of customers, and it was introduced by Adrian Payne and Pennie Frow in 2005 (Thakur and Chetty, 2019). It contains steps that help divide customers according to their expected long-term value that they could provide to the company (Perry, 2022).

The five processes described by this model are: 
· Strategy development process
· Value creation process
· Multichannel integration process
· Performance assessment process
· Information management

Strategy Development

In this process, you identify the mission and vision of the company and detect what distinguishes your company in the market. With that information in mind, there could be established an idea of the type of customer that the company is interested in attracting, identifying the factors that could influence them to choose your company over the competition (Freedman, 2023).

Value Creation

In this process, it is discussed what is the value that your organization can bring to the company. In other terms, what your company can provide to the customer that they will not find in the competition (Freedman, 2023).

Multichannel integration

This process aims to establish activities that could add value to the company by attracting customers. It is discussed about strategies an methods to engage them and keep them interested in your business (Thakur and Chetty (a), 2019). In this stage, all the departments in your company should be informed about what had been established in the other processes (Freedman, 2023).

Performance assessment process

In this stage, after the measures are put to action, there should be an analysis of how these decisions are impacting your company (Freedman, 2023). This information can be measured by analyzing profit margins, customer engagement and returns through dividends. Monitoring the satisfaction of the customers is also important is this process (Thakur and Chetty(a), 2019).

Information management

This process involves your IT processes and the CRM software being used by your company. There is a need to add information to this database as the company goes through the process (Freedman, 2023). To manage this information, it is advised to use data analysis tools in the database (Thakur and Chetty(a), 2019). 


IDIC Model

The IDIC model is a CRM framework that stands for Identify, Differentiate, Interact, and Customize (Fabio, 2014). The description of these processes is as follows:

Identify

An important process in order to create a relationship with your customers is to identify them in order to gather data about them. This process also includes taking the time to research the customers and knowing specific details about each one of them in as much detail as possible. This process is the pillar of your CRM strategy and the data gathered should be available for all levels in the organization. (Fabio, 2014)

Differentiate

What sets the customer’s value to the organization is the different needs that they have. Once you have gathered detailed data on your customers, you can then analyze how your customers differ and establish which group of customers would bring the biggest amount of value to your company, as different customers produce different value to the organization. With that data, you can then customize your strategy for different types of consumers as you will have a better picture of who to target in campaigns. (Fabio, 2014)

Interact

After analyzing and personalizing all your customer data, the organization should aim to apply better practices on customer interactions. This step aims to put into practice interaction and communication with customers. The communication should be constant and insightful for the customer so that they don’t feel like their time is being wasted by the company’s marketing strategy. (Fabio, 2014)

Customize

In this process, the organization should try to change their behavior, tailoring it towards their customers’ needs and the value they can bring to the company. This change in behavior is crucial for maintaining and engaging existing and new customers. This process revolves around the mass customization of your efforts, being made by producing a large amount of number of alternate marketing materials that fit the needs of different kinds of consumers. (Fabio, 2014)

QCI Model

The Quality Competitive Index (QCI) model is another tool used for fulfilling the CRM needs of businesses. This model differs from other models by tackling impulse buyers instead of focusing on creating meaningful and lasting relationships with customers (Thakur and Chetty(b), 2019). It also has more steps than the CRM models previously discussed in this report which are:

· Analysis and Planning.
· Information Technology.
· Proposition.
· People and Organization.
· Process Management.
· Customer Management Activities.
· Customer Experience.
· Measurement of Effect.

Analysis and Planning

In the first step of this process, the aim is to analyze customers’ behavioral patterns that could bring value to the company. The company then starts setting up a strategy to attract those buyers (Thakur and Chetty(b), 2019).

Information Technology

This step manages to enable the company to manage their customers and all the data gathered on them. It is important to always update the system with received information that could help in managing customers. This process is performed in three steps which are: Sourcing the customer information, planning and analyzing the information, and managing the quality of the technology systems (Thakur and Chetty(b), 2019).

People and organization

A team needs to be set for managing the relationship with customers, it is crucial that the team research about customers’ requests, feedbacks and various queries (Thakur and Chetty(b), 2019).

Process Management

This process describes the need for managing all the elements in the company that are related to the CRM process, like the number of sales, the marketing strategy and the customer support that is being provided. This data could help in identifying the efforts that the company needs to make by showing the gaps in their relations with consumers (Thakur and Chetty(b), 2019).

Customer Management Activities

This part of the model can be divided into three Categories, which are: Acquisition, Penetration and Retention. The Acquisition focuses on identifying the needs of the customers and using that knowledge to develop the business strategy. On the Penetration section, it is described that the customer data must be gathered and analyzed in order to understand how to attract them with your services or products. On the last step, the Retention step, it is proposed how the business can add value to their services and attract the customers focusing on retention and acquisition of customers (Thakur and Chetty(b), 2019).

Customer Experience

In this step the company has another layer of measurement of the perception of the customer towards the company and its services (Thakur and Chetty(b), 2019).

Measuring effect

In this process the company measures the outcomes of the model applied and develop strategies to understand and improve their approach, as well as accessing the performance of different departments of the company (Thakur and Chetty(b), 2019).


Applying the IDIC Model on Tesco

As discussed previously, the use of technology and CRM software is crucial to IDIC CRM framework. Tesco has successfully introduced the use of technology through the release of their loyalty card, mostly known as “Tesco Clubcard” (also discussed previously in this report). Tesco managed to cultivate relationships and gather data on their customers because of this loyalty card initiative (BusinessEssay, 2022). This use of technology makes the IDIC model suitable for establishing a CRM process.

Identify
In this stage of the model, it is important to identify your customers’ needs and behavior patterns so that a strategy can be created. Tesco has managed to successfully gather this data by having millions of people signing up for their Club Card. When the customers sign up for this card, the company can then trace their interactions with their stores, by gathering a vast amount of information on their preferences. All this data can be used to estimate customer shopping behavior, helping them in improving their sales (BusinessEssay, 2022).

Differentiate

With their loyalty card being implemented, Tesco now has the power to analyze each customer individually and gather data that allows them to differentiate their customers needs and provide benefits for them, like discounts on their favorite items. The data that can be gathered also includes each customer’s spending capacity and buying preferences. Tesco has also used vouchers and can change their pricing strategies for different products accordingly to the main consumers’ capacities and needs (BusinessEssay, 2022).

Interact

The CRM strategy applied by Tesco relies heavily on customer interactions through their Club Card services. One important factor in this process is the use of call centres to provide input from customers. Through those call centres, customers can provide Tesco with important suggestions, complaints and feedback that can be analyzed by the company in order to improve their communication systems. Tesco has also introduced the use of magazines which will be discussed further on the Customization process of this model analysis (BusinessEssay, 2022).

Customize
Tesco has managed to customize their customers’ needs by personalizing their experiences. The data gathered has provided an insight into the background of multiple groups of consumers, giving information on their demographic characteristics, such as religion, ethnicity, and gender. Tesco has also used the data to provide different cards aimed at different groups with related buying preferences. As was previously mentioned in the explanation of the interaction process, Tesco has included magazines in their communication efforts with their customers. Although many supermarkets use magazines to advertise items for customers, Tesco was the first company to implement a large customization process on these magazines. They can send the customer a magazine that presents items according to their individual preferences (BusinessEssay, 2022).


Although this CRM approach can lead to disadvantages to customers, mainly regarding Data Safety as discussed in the Technological Environment of the pestle analysis, it is important to reinforce that having a solid CRM strategy is imperative for the company to administrate the vast amount of data that they receive on customers daily and use this to improve interactions (Salesforce, n.d.). The IDIC model focuses on generating and retaining customers in a long-term relationship (Thakur and Chetty(c), 2019), and for that reason, it would profoundly benefit Tesco by helping the company to keep their customers throughout the years.


Recommendation and Conclusion
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