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EXECUTIVE SUMMARY

Tesco supermarket has become a well-recognised brand within the supermarket environment. Over the years, it has continued to grow in terms of floor space and profit. This report looks at how Tesco engages with the consumer in terms of sustainability and ethics. It explores the policies and strategies that Tesco has implemented. Additionally, the report also looks at Tesco’s competitors, Sainsbury’s, and M&S. 
Secondary research was used to obtain data and information to use on the report. The problem was drawn from the policies provided by Tesco’s report which was how they are actually not as ethical and sustainable as they claim on their policies. Despite this, Tesco is still one of the most innovative and successful supermarkets.
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[bookmark: _Toc50117444]INTRODUCTION

Tesco PLC (Tesco or 'the company') is a food and grocery retailer that operates a network of hypermarkets, supermarkets and convenience stores. The company offers a range of products from fresh food, beverages, fresh food, health and beauty, technology to household appliances. Tesco markets its products under the brand names of Tesco, Free From, Finest, Jack’s, Tesco Lotus, Tesco kipa, Tesco Bank and F&F Clothing. It has business presence across Europe and Asia. The company is headquartered in Welwyn Garden City, Hertfordshire, the UK. (“MarketLine 2020).

Benefits of engaging in ethical trading and building sustainable resources to customer relationship.  The research has been carried out using secondary research such as books, websites and educational journals. The report will be submitted on 4th September 2020.
This paper analyses Tesco’s policies on ethics and sustainability and how they have engaged their customers in the areas of sustainability. In addition, the report also compares two other supermarkets Marks and Spenser (M&S) and Asda on their policies on the subject. 

2 FINDINGS

2.1.  Ethics and Sustainability

Sustainability can be defined as:  
“an approach to economic growth and development which takes account of the social and environment consequences” (Worthington&Britton,2009). It can be argued that sustainability is part of the corporate social responsibility. Corporate social responsibility (CSR) is an organisation’s obligation to evaluate its social, environmental and economic impact on the people and surroundings that it affects through its activities (Dibley and Clark, 2008). Lantos (2001) previously defined CSR as being a good steward of society’s economic and human resources”. Essentially referring to the obligations of businessmen to pursue those policies, to make those decisions, or to follow those lines of action which are desirable in terms of the objectives and values of our society (Caroll,1999). There is evidence in recent literature that CSR activities can have a positive impact on customer satisfaction. Luo and Bhattacharya’s (2006).

Why companies make CSR actions;
	Advantages 

	It improves the value and profitability

	Enhances organisations reputation

	It assists to bring motivation among employees

	Keep up with competitors and market requirements

	Ethical and moral aspects 



CSR initiatives that will enhance customer experience the most are those that have a direct, tangible, positive impact on the customer, in one or more of his/her stakeholder roles: for example, highly focused local community initiatives that address the customer/stakeholder’s personal needs or concerns. There are, broadly, two types of CSR initiative: 
a) Those that have an impact on broader social or environmental causes , and an indirect, emotional appeal to the customer.
b) Those that have a direct, tangible impact on the customer (Dibley and Clark, 2008)


2.2. Study case- TESCO 

[bookmark: _Toc50117445]Ethical and Sustainability Policies

Tesco is a good example of a national corporation that has incorporated CSR into its overall business strategy. Tesco has been involved in several sustainability initiatives which can be linked to the roots of CSR. This is demonstrated in their charity principle; Tesco partners with charity organisations, the Stewardship principle and in their effort to be a market leader in issues of sustainability. CSR is a crucial part of Tesco’s steering wheel framework so as to guarantee that CSR is a crucial part of the everyday performance of the company. 

[bookmark: _Toc50117446]Sustainable Livelihoods – Supply Chain Strategy

Customers are more conscious and want a peace of mind that the products they buy are ethically sourced with respect. Tesco improves customer experience  by ensuring that everyone employed is paid in accordance with their contracts of employment., for all the hours they work and the wages are legally compliant and that there are no unfair deductions. Through sourcing of certified products, such as  through the Rainforest Alliance T, Tesco claims that they support their farmers to adopt more efficient farming practise which in return reduces costs and improves incomes. 

Tesco has gone further by developing sustainable livelihoods Strategy and is one of the human rights strategy and also an important part of “little helps plan”. According to Grayson et al’s (2008) report on corporate sustainability, the authors discuss how companies can profitably address shareholder, social and environmental issues, by putting sustainability at the heart of the firm’s strategy
and commitment. The sustainable livelihood works on where poverty is more severe to make the most impact. – 

[bookmark: _Toc50117447]Group Anti – Bribery Policy

Bribery and corruption distort competitive markets, increase the cost of doing business and harm customer trust. In Tesco, customers are able to trust Tesco knowing that bribery is not permissible, and they can enjoy the services without staff expecting bribes or gifts in return.  Tesco is committed in doing business in accordance with the law, and their Code of Business Conduct and values. Additionally, Tesco claims that should there be an issue, employees are encouraged to whistle blowing as it plays an important role in achieving this commitment as they perceive themselves as part of an open, honest and value-based culture.

[bookmark: _Toc50117448]Cyber Security –  Data Protection

Information and systems are amongst Tesco’s most valuable assets. Their policy is in line with the European cyber security policy (Bender and Porter, 2013)
Protecting these is critical to ethical and  competitiveness of business as well as trust .(Stöber et al., 2019). When customer are shopping online, a different set of issues becomes important in determining customer experience. Clark and Myers (2007) research identifies aspects of a website that can lead to positive customer experience. Tesco has policy in place to protect customers create excellent customer experience. The internet and checkouts are very efficient in creating customer experience. Tesco Logo appears on the internet which gives customer confidence on its legitimise. Staff on technology are frequently trained on  cyber security additionally Tesco has also has a 24/7 security. 

[bookmark: _Toc50117449]Human Rights

Tesco’s values state that “we treat people how they want to be treated” Human rights are upheld high and they fully support the universal Declaration of human rights. Supporting human rights among the supply chain (Human Rights, 2019). 

People are the heart of everything that Tesco endeavours to have ethically approach when dealing with their supply chains and staff
· Tesco supports Health charity partnerships such as Research UK, British Heart Foundation and Diabetes UK together they raise awareness of the risk factor of these conditions, inspire colleagues and customers to make healthier choices. Customers are
· Encourage customers to donate via check out or online.
· Inclusion and Diversity
· Employment &Skills
· Colleague Health, Safety & Wellbeing


[bookmark: _Toc50117450]Environmental Responsibility

Tesco was one of the first UK retailers to join the sustainable agriculture initiative. Additionally, they reduced their carbon emissions by 3.1% year on year. As previously noted, having the environment as part of the company’s CSR clearly promotes a positive image which enhances the company’s reputation.  TESCO initiated in removing 45 lines of plastic packaged fruit and vegetables in cities such as Watford and Swindon. This was their attempt to reduce plastic for items where the packaging is unnecessary. This can also be seen in other towns such as Swansea as customers are now accustomed to bringing their own bags and purchasing some loose fruits and vegetables. One of Tesco’s competitors M&S also tried this by having a trial of aisles of plastic free fruit and vegetable in London store. Despite these efforts, Tesco may have a wider impact due to the larger store estates and customer base all over the country. 
 
Sainsbury’s

Sainsbury’s has recently vowed to spend £1bn to become a carbon-neutral business by 2040, 10 years ahead of the government’s target for a net zero economy (Guardian, 2020). Sainsbury’s has been involved in reducing carbon emissions for the last 15 years. For example, they were the first supermarket to introduce Evie- the latest electric van technology for home deliveries. The zero-emission van delivers online grocery orders to customers across central and east London. This was in an attempt to test whether using electric vans would be an efficient way to delivering groceries in busy cities. Therefore, the new investment encourages better environmental standards while ensuring a fair deal for farmers. This is an area that the retailer has previously been criticised before, therefore creating a fair deal for farmers creates a positive brand image for the business. 
In addition, Sainsbury’s have engaged with the consumers to encourage a sustainable living in several way; they introduced the touch free plastic packaging to encourage young adults to cook at home more often. (Sainsbury corporate responsibity))

M&S 
The M&S reported that for as of February 2019, they pledged to improve indulgent food by reducing total calories by 16, saturated fat by 20% and total sugar. Additionally, they also claimed to further eradicate modern slavery. They plan to report annually on scaling -up responsible recruitment, ensuring no worker pays for a job and essentially a better management of third party labour providers. 
Their reputable Plan S commitments have demonstrated some of the ways M&S have attempted to tackle the sustainable lifestyle. Compared to the other two supermarkets, they have been one of the brands leading a move towards a higher ethical standard on the high street.  However, the Ethical consumer highlighted that M&S have previously had irresponsible marketing, anti-social finance, accused of denying basic Human rights and workers rights. 

[bookmark: _Toc50117451]The Problem

In 2019, Tesco scored Ethical Consumer’s best rating for its supply chain management. However, one of Tesco’s suppliers had been caught around the same time for using slave labour which led to a three-year investigation. This was one of UK’s largest ever modern slavery ring in which some of its 400 victims worked for as little as 50p a day working on farms, rubbish recycling centres and poultry factories. Additionally, Tesco was also under fire around the same time when they were reported by BBC news for an alleged ‘forced’ labour in 2019.
It can be argued that such allegations can break the customer’s trust and perception towards the retailers. Providing genuine information to consumers and responding to consumer enquiries will positively influence the consumers’ retailer relationship (Lages et al., 2005). Therefore, such allegations create mistrust as customers may question the company’s true values which may lead to negative perceptions towards the business. 
Meeting the consumers perceptions of ethical practices, environmental and sustainability is important as this often increases the customer’s level of confidence and further determines whether they will shop at the store or not. Consumers use their perceptions of the retailer’s activities to evaluate retailers expertise and the trustworthiness of their offering; in this case how Tesco treats their workers, how they communicate to customers as the customers need to be aware of such practices to allow them to evaluate. Additionally, trust in the retailers’ environmentally friendly products and activities (Walker and Kent, 2013). Providing interactions and clear information to customers can be argued as essential as this sends a message to the customers that they are aware of their needs. For example, Tesco giving young children free fruits to eat while shopping in the store is a clear example of promoting organic foods and living a healthy lifestyle. This CRM style builds a closer more value laden relationship.

[bookmark: _Toc50117452]Solving the problem

According to an article by Positive news (2019), when choosing a supermarket, consumers should look for three things: 
· Fairtrade products to reduce the food industry’s reliance on unpaid labour. Customers are informed to look for a Fairtrade logo to ensure that the people behind the product they buy were treated fairly.  
· Products that are of organic produce to help reduce the use of artificial chemicals. For instance, the food industry uses a lot of pesticides and herbicides which often causes serious environmental harms, from its impacts on bee population to its contamination of water sources.  
Sustainably sourced guarantees for products like palm oil, cocoa and fish. Customers are encouraged to look for products that have been sustainably sourced and have independent certificate to prove it. 
Additionally, the article mentioned that while shopping at the supermarkets, they suggested that people should avoid: 
· Excess plastic packaging 
· Factory formed animal products
· Genetically Modified seeds and ingredients
As stated above, Tesco have invested to become part of a sustainable agriculture. Additionally, they have attempted to cut out excess plastic packaging. This demonstrates that they are in fact trying to meet their green customers’ needs and also encouraging the rest of the customers to live a sustainable life. 
Tesco claims that they do not allow the use of GMO ingredients in their Tesco branded products. However a few years ago, Tesco was accused of selling GM fed foods such as meat, milk and eggs. Therefore, this is an important area that Tesco need to consider as there are more green conscious buyers who rely on accurate information. These factors contribute to consumer’s retailing experience, therefore clear communication is part of providing a good quality service (Kumar, 2014; Yoon, 2013).

QUALITY PROCESS

[bookmark: _Toc50117454]QMS MODEL

The Quality Management System (QMS) is a set of business procedures which are implemented to help an organisation deliver products which consistently achieve customer satisfaction (Landesberg, 1999). Tesco implements different models of quality management resulting to being one of the 1st in the World to have reached ISO 9001 Certification for their IEC 61850 System Integrator services which is widely accepted around the world.  Furthermore, Tesco is an active member of the IEC 61850 Working Group (Tessier, 2014). Motivation for the introduction of this standard differ considerably and is most often connected with demands, requested by customers in supply chains.(Piskar and Dolinsek, 2006)  This standard gives consumers confidence in buying product. 
Tesco has  Labelling and packaging policy (Product Safety & Quality, 2019)Tesco makes sure that the labelling comply with all relevant labelling legislation.

[bookmark: _Toc50117455]Total Quality Management

Another, quality control method that is also implemented in Tesco is Total Quality Management model (TQM). The basic goal of this model is to involve all levels and functions of an organisation in continually meeting and exceeding the customer’s expectation of their daily operations, products or services. Basically, the mission is providing the best quality which is everyone from all level’s job. The customer and their feedback are the foundation of every TQM. 
By implementing TQM allows the organisation to 
· Understand customer’s expectations and needs or the voice of the customer(VOC)
· Increase customer loyalty
· Be more adaptable to changing market conditions and government regulations
· Reduce cost by reducing and eliminating waste.
· Increase performance
However critics suggest that TQM implementation involves significant costs and obstacles (Powell, 1995). such as quality training, process improvement and benchmarking.  In brief according to Fuchs erg(1993) many companies have been disappointed with TQM.
By implementing TQM Tesco continually works hard to bring quality, innovative and good value products to the market. 

Some the strategies that Tesco has implemented using the TQM Model is through.
Speed and delivery- Tesco are very quick making sure their customers have access to their stores easily as they have operations available around every corner. Additionally, they are quick to sending home deliveries. These strategies shows that Tesco are aware of the importance the customers are and so are very committed to providing a speedy service. 
Quality- Widely known for their provision of fresh food and clear labelling of the items. 
Dependability- services such as online food shopping, providing international foods and including vegan and ‘free from’ foods are some of the ways in which Tesco are way ahead of it’s competitors. Their customers satisfaction is the clearly their goal.  

[bookmark: _Toc50117456]BSC  MODEL

Hoque (2003)argues that the Balance Score Card  usage is a natural follow up of the TQM implementation .Kaplan and Norton (1993) contends that BSC  may positively affect performance because the BSc is capable of providing continuous signals and motivating breakthrough improvements in critical activities in critical areas such as product, process, e.g. In Tesco Withdrawals and Recalls the organisation are able to know the causes for safety purposes.  And by customer market development. More ever, the BSC can provide continuous signals since it incorporates both financial and non- financial measures. Financial measures provide information on past performance and indicate whether the company’s strategy, implementation and execution are contributing to bottom-line improvements. On the other hand, non-financial measures (e.g. customer, internal business process and innovation and learning perspectives). This can help in mapping and tapping customer touch points (Pahwa, 2016) improving customer experience.


[bookmark: _Toc50117457]EFQM EXCELLENCE MODEL
[image: http://www.efqm.org/sites/default/files/styles/full_width/public/images/page/excellence_model.fw_.png?itok=CRM6I81p]
EFQM Excellence Model is a practical tool that indicates the position of business organisations on excellence path and help them to determine their shortcomings and encourages appropriate solutions.  .  In the way to benchmark with o organisations in change management The prominent theme of the model is customer satisfaction
Result Criteria
· Customer Results - Employee Results Tesco has a dedicated portal (Tesco views) which offers customers to survey and redeem gifts(surveyuk, 2019)
· Society Results. Good Brand Reputation
· Key performance results

3. THE IMPACT OF ETHICAL AND SUSTAINABILITY POLICIES OF CRM IN TESCO.

“Do well by doing good”(porter and Kramer 2011)

Tesco has incorporated ethical and sustainability policies in its operations. These policies reflect the underlying culture of the organization, a culture of sustainability where environmental and social performances, in addition to financial performance are important. These policies also reflect the values and beliefs that underlie the mission of the organisation and their slogan “every little helps”. The impact of these policies on CRM have been positive contrary to the views of Friedman (1970). That adopting environmental and social policies can destroy Shareholder wealth. Its evidenced that high sustainability companies significantly outperform their counterparts over the long-term, both in terms of stock market and accounting performance. (Eccles, Ioannou and Serafeim, 2012)i

[bookmark: _Toc50117458]Customer retention
Tesco was one of the few supermarkets who developed Loyalty cards scheme to retain their customers. These loyalty cards are still available today which is known as ‘club card’. With these cards, the customer is given the opportunity to collect points and not only use it in store but can also use the points in other activities such as using it at a theme park or travelling. It can be argued that this type of approach definitely may help retain customers. One of the core purposes is to create value for the customers and to earn a lifetime loyalty. However, Tesco’s competitors Sainsbury’s and M&S have also incorporated loyalty cards in their business. It can be argued that despite providing the customers with loyalty cards, there are still factors that contribute to customers coming back to the store. The level of service quality may be one of the determinations to customer retention. 
As previously mentioned regarding ethical and sustainable shopping, it is important that Tesco communicates to its customers the importance or sustainable living. Despite the efforts in ensuring the customers’ needs are met, the pressure to meet these demands can take a toll on the employees. For instance, as previously mentioned, the employee’s health and wellbeing is very important. Even though the customers are the core of the business, Tesco should be able to provide the best working area and conditions for their workers. 

[bookmark: _Toc50117459]CONCLUSION
Companies generate greater wealth when they manage their customer  base in order to identify, acquire ,satisfy and retain profitable customers.  Ethics and sustainability has an impact CRM.
The main purpose of the following report was to identify Tesco’s ethical and sustainable policy and to identify how they engaged their customers. To deliver a positive customer relationship management, the communication to customers should be clear as the customers can gain their own information due to having expectations. For instance, the Supermarkets should be truthful to their customers regarding their ethical and sustainability objectives. As this has a massive impact on emotional customer experience.
Being part of a sustainable business enhances the image of the organisation, however, should the business fail to follow through with their objectives, distrust from customers may influence the purchasing behaviour. This could be a future research to find out how Tesco communicates with their customers in store to provide a good quality service. 
The green movement must become a mass movement. In green consumption (Leachy2007). A skilled and knowledgeable work force is likely to be able to engage creatively with Ethical and sustainable policies to improve CRM in Tesco. Implementing such an approach has a wider business benefit to the extent in which the an organisation takes responsibility for environmental and social issues is a factor of motivating people, with subsequent effects on recruitment and staff retention(Tippett et al., 2009)
Additionally, Results have indicated that, effective CRM can influence positively and thus to ensure business growth and profitability. The Loyalty Card holders of both Tesco and Sainsbury's may not frequently shop at other retailers, therefore responsiveness and provide good quality service is the key factor for effective CRM, and newsletters sent to the customers are the most reliable way for information sharing.(Hassan and Parvez, 2013).

[bookmark: _Toc50117460]RECOMMENDATON
For change management the researcher recommends the use of 
McKinsey's 7S framework as this is a model for analysing organizations and their effectiveness. It looks at the seven key elements that make organizations successful: strategy, structure, systems, shared values, style, staff and skills. It can be aligned with any organizational issue that needs to be corrected. Utilizing past literature, survey questions, and interviews.(Cordell and Thompson, 2019)

[image: Framework]
For continuous development Tesco could improve CRM
· Facilitating organisational change,
· Aligning the organisation to new strategy
· improving the performance of the company
· modelling the likely effects of future changes within the company.

The  quality process are continually changing and should be monitored and measured for efficiency . CRM must be flexible enough to stay in touch with changing audience and technolog
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