


[bookmark: _Toc4500202]Executive Summary  

This report is a contribution to the understanding of the link between organisations with clear ethical and/or sustainable policies, and how these highly enforced policies directly impact the relationship between these companies and their customers. The conclusion drawn from the research between companies with direct ethical or sustainable philosophies suggested that in the current cultural climate, ethical practice is an important element of business and therefore customer relationship management. The report shows an in-depth link between quality, ethics and sustainability and a successful organisation; alternatively, the research highlights that businesses who fail to meet these criteria tend to flounder. Although both companies respectively excel in their ethical and sustainable philosophies, a recommendation to capsize on both company’s success would be to follow Deming’s 14-point philosophy, as this would ensure that both companies were also known for their quality. After comparing both Lush and Lloyds bank, a further recommendation would be for Lloyds bank to adopt the latter’s social philosophy in order to regain a more loyal customer base.
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[bookmark: _Toc4500203]1.0 Terms of Reference

This report was requested by the Chief Executive Officer of Marketing Week on 6th of March 2019. The report contributes to the journal’s research on ‘the influence of ethical trading and sustainable resources and it’s possible impact on the quality of the customer relationship.’ The report was compiled by Jorna Ali.
- as part of this paragraph brief outlines of problems
The report was submitted on 29th of March 2019.
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[bookmark: _Toc4500205]2.1 Books, website and journals.
The researcher used books, website and journals. This research focused on books dealing with 
Interview
Internet search keywords
Corporate websites
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[bookmark: _Toc4500207]3.1 Ethics
“Ethics deals with values, with good and bad, with right and wrong. We cannot avoid involvement in ethics, for what we do – and what we don’t do – is always a possible subject of ethical evaluation” (Singer, 2013, p. 1). According to BBC (2014) ethics is a system of moral principles. Ethics affect the way people make decisions and the way they lead their lives. It can be called a moral philosophy because it is focused on what is right for humanity and for people (BBC, 2014). 
Ethics deals with everyday dilemmas, such as how people can live a good life, rights and responsibilities of people, how right and wrong are discussed and how to make moral decisions based on what action are good and bad. In ethical philosophy, these can be divided into three types of ethics.  The first type is meta-ethics which looks at moral judgement by considering the origins and meanings of the principles of ethics.  The next type is normative ethics which looks at the contents of moral judgements and the criteria decided what is right and wrong. The final type is applied ethics which looks for practical solutions for controversial topics that affect people all around the world.  These could be topics such as war, capital punishment and animal rights (BBC, 2014).   
Ethics can be applied to business by looking at business policies and practices regarding potentially controversial issues such as corporate governance, insider trading, bribery, discrimination, corporate social responsibility and fiduciary responsibilities (Fisher & Lovell, 2006). Business ethics is usually guided by law, but businesses should have their own basic framework to follow to gain public acceptance (Fisher & Lovell, 2006).
One academic theory of ethics that can be applied to business is utilitarianism. This theory is that what should be done in any situation is the ‘right thing’ to do; The thing that will bring the best consequences to as many people as possible (de Lazari-Radek & Singer, 2017).  

[bookmark: _Toc4500208]3.2 Sustainability
“sustainability issues are relevant to all organisations of all sizes and in all sectors. Organisations themselves are demanding sustainability literacy skills for a wide range of roles and responsibilities” (Robinson 2009, cited in Molthan-Hill, 2014). According to Dresner (2012), sustainability is “non-depletion of capital”. Dresner explains that this could mean environmental capital, societal or financial.  Dresner outlines three different types of sustainability. Environmental sustainability means making the current state of the environment last by protecting it. Social sustainability is when society achieves a good social well-being. Financial sustainability means making plans to ensure that the business can last and grow.  
Humanity can develop sustainable practices to make sure that it fits the needs of the present generation and allowing future generations to meet their own needs. Sustainable development has limits due to current technology, social organisation and by the ability of the biosphere to absorb the effect of carbon emissions (Blowfield, 2013).

[bookmark: _Toc4500209]3.3 Quality
The word ‘quality’ can be defined as ‘degree of excellence’. Quality is “the essential attribute of anything” (Beckford, 2002). There are various theories on quality, one of which is the quality imperative which considers five arguments about quality.  These are; economic, social, environmental, service challenge and the problem of quality.
· Economic theories include mature markets, (relatively cheap labour) and saturation coverage. There must be a balance in the economies and the public sector must provide greater services at either the same or lower prices to meet the expectations of the public. 
· Social: In social theory it is seen as a waste of talent and capability when low quality products and services are used. It is very degrading when a worker has to work in an unacceptable environment. It is essential to make sure satisfaction is maximized and there is a bare minimum of waste of talents.
· Environmental: The world has a restricted amount of resources. It is our duty to reduce the amount of damage done to the environment and waste done to the earth.
· Service challenge: An essential part of quality service is having skilled individuals. Service industries provide around 70% of post-industrial economic input. In service context industrial quality controls do not work.
· The problem of quality: There are two main problems. Firstly, the neo -Taylorist management approach. Secondly the isolation of quality from the productive sector of organisation. Resolution can be found by a systemic approach to quality itself, achieved by implementing the right things correctly in each part of, and at all levels of, the organisation.
Several theories exist about quality, including Philip B. Crosby’s definition, which defines it thus: 
· Quality as conformance;
· No such thing as a quality problem;
· Always cheaper first time;
· The only measurements of performance is the cost of quality;
· Zero defects
· (Beckford, 2002, p. 53).
3.4 [bookmark: _Toc4500210]Impact on CRM Systems
An ethical approach to living is important in all areas of life. It is essential for everyone to have a set of moral values and ethics is therefore an invaluable element of successful business practice.  In customer relations, it is also an important aspect of presenting organisations in a good light, encouraging and attracting customers to trust the company itself (Bowen, 2013). An ethical approach to dealing with customers results in greater service satisfaction and creates a positive customer relationship. Within business, ethics concerns being able to determine right from wrong practice and conveying this ethos to the customer. The consequence of this is that the customer develops a sense of loyalty to the business, resulting in greater benefits for it (Melé, 2011). This success can be seen in companies such as Lush, for example, who have built up an enormous customer base on the ethical approach to their products (Aronczyk, 2016). This is good for CRM because they are supporting similar ethical values to their customers so they will shop there despite the high price.  A lot of retailers have been getting pressure from consumers to be more ethical in how they manufacture their product.  Some companies will use child labour to be able to pay cheap wages and make a big profit, but many consumers are demanding more fair-trade products (Aronczyk, 2016).  At Lush, they are committed to providing fair trade products to meet the customer demands. They say that “there is no reason why our suppliers should receive unfair wages and work in poor conditions” (Lush , 2019). 
If a business can produce and promote good quality products it will help to sustain customer satisfaction and loyalty and it will also reduce the risk and cost of replacing faulty goods. Good quality products result in a good reputation for companies that sell them, who also set a high standard. This means that consumers will spend more money on something that is of a higher quality, be it a product or service, and remain loyal to the company (Long, et al., 2013). “Social media are, on the one hand, a highly beneficial environment for word-of-mouth” (Pfeffer, et al., 2014, p. 117). The importance of social media platforms in the sharing of information – both good and bad – about products, makes companies vulnerable to criticism and exposure about any negative experiences that their customers may have (Pfeffer, et al., 2014). This can obviously lead to negative publicity, such as that experienced by M&S in recent times, whereby they lost the trust of their customers due to a reported fall in the quality of some of their products (Westbrook, 2018). This affects CRM negatively because M&S have always been known for quality clothing that will last a long time, but customers have now lost this trust they had in the brand, so no longer want to shop there.  

Loyalty Matrix 


[image: https://cdn-images-1.medium.com/max/1600/1*SV3NkWaysdfLXPQ5NvvGPg.jpeg]
(Cartwright, R. 2003)
The Loyalty Matrix a form of market research, this is an easy to follow framework that segments consumers into four different groups based on their responses to a short survey. The two axes in the matrix represent the two key aspects of customer loyalty – firstly behaviour (what a customer plans to do) and then attitude (how they feel about working with your company). (Cartwright, R. 2003)

Ethically minded customers care about the ethical practices about the company and this will affect their loyalty and satisfaction and therefore their position in the loyalty matrix. For example, Lush. It has good ethical practices, it would be reasonable to suggest that it improves loyalty. Companies need to consider their ethos within the CRM strategy because if they do not then they may lose customer loyalty and satisfaction. Considering Lloyds, customers were previously more loyal to banks as they did not want the inconvenience of changing over, whereas these days there are more rewards and offers given to customers when changing banks. Therefore, customers are not as loyal as they used to be. The customers who are not loyal would fall into Mercenaries section.  
Sustainability is a key element of business as it allows the business to last. Sustainability-orientated CRM involves combining the environmental, economic and social sustainability issues into its core areas, understood to be marketing, services and sales. Both of these current trends (CRM and sustainability) are intrinsic parts of the development of business strategy and encouraging competition (Muller, 2014). 
Companies can benefit from Deming’s 14-point philosophy, as it brings an element of quality which is needed for complete customer satisfaction.
Look at 3 in appendix for Deming’s philosophy.
 
3.5 [bookmark: _Toc4500211]Organisations CRM Systems
It is important for organisation to have CRM systems in place to continuously improve their customer relations. Lloyds Bank and Lush are different types of service but both have systems in place to ensure they are meeting the customers’ needs and continuing with sustainable practice.
Lloyds Bank - service
The firm of Taylor & Lloyds opened in 1765 by John Taylor, Sampson Lloyd and their two sons, as a private bank in Birmingham. In 1852, the Taylor family ended their association with the bank, so it became Lloyds & Company. There have been several other changes in name over time due to collaborations with Cheltenham & Gloucester Building Society, and TSB to become Lloyds TSB, and later separating to become Lloyds bank in 2013 (Lloyds Banking Group, 2015).
 Lloyds 2018 pre-tax profit was £6 billion (Lloyds Banking Group, 2019). Look at Appendix 1 for the previous profits.
Four Important Ethical Questions
This model can be used to examine the ethical practises of an organisation.  The four important questions within the model were applied to Lloyds Bank in Neath, by interviewing the branch manager Zhandra Kelsey, and sourcing information online. 
· What is the current ‘ethical’ policy / behaviour of the organisation? 
Lloyds Banking Group have a role that matters to society. One of the ways are re-building public trust is through a culture of responsibility. The organisation expects to put customers’ needs at the heart of everything they do, and each play their part in shaping a culture that is underpinned by values, professional standards and integrity. They can be the best bank for customers through having the highest standards of responsible behaviour (Lloyds Banking Group, 2019).
· What ought it to be Examples of organisation ‘best practice’?
Lloyds put all their customers first, keeping it simple and treat them equal.  Making sure to treat consumers the way staff expected to be treated (Lloyds Banking Group, 2019).
· How do we get from what it is to what it ought to be?
All Lloyd staff need to carry out code of responsibility mandatory training every year and to work in line with any changes or new aspects. Every quarterly the staff gets assessed to see if they are implementing the code of conduct (Lloyds Banking Group, 2019).
· What is our motivation for acting ethically?
It is about trust, says the manager of Lloyds in Neath. Lots of trust was lost due to the financial crisis, banks had to borrow money from government to continue trading due to changes of EU law. Antonio Horta-Osorio (CEO) suggested to rebuild the trust of customers. PPI was one of the first things he changed. He paid all the customers who claimed PPI compensation, therefore all other banks had to pay PPI claims off (Lloyds Banking Group, 2019).
Originally Lloyds were competing against the High Street bank, now they are competing against Digital Banks and Online Banks. The advantages for online banks are they can keep their rates low and offer better rates and deals however, often they fall down so the customers cannot speak in person with problems or queries. Lloyds have reduced their cost over last three years to compete with the online Banks (Lloyds Banking Group, 2019).
Lloyd introduced ‘Immediate deposit service’ and ‘Mobile App’, customers can take pictures of their cheques and loaded up to pay into an account. Aligned head office function so instead of having Lloyds, Halifax and Bank of Scotland IT team working separately, they train all banks together to keep the cost low which helps them to compete with digital market. Lloyds wants customers to have that Digital capability and offering whilst still having a person to come to (Lloyds Banking Group, 2019).
‘Self-services’ is for ordinary and ‘People’ are for extraordinary (power of attorney, lost loved ones and want one to one).
Lloyds also supports charity, Mental Health UK and Children in Need for the past three years. Every staff member can take one day out and volunteer in their choice of charity (Lloyds Banking Group, 2019).
These answer show that Lloyds Bank are doing everything they can to keep good customer relations.  They are sustaining their brand by developing technology to allow busy people to use self-services machines and competing against the online market by having their mobile bank.  For the last three years they have put their interest rates as low as possible to try to compete with online banks. They also have one-to-one services for their customers when needed.  This is good CRM because it shows they are catering for all their customers by providing service options.  However, there are some ethical concern that will be dealt with in the next section.




LUSH – Retail sector
The retail shop Lush was founded in 1995 by Mark Constantine and Liz Weir. Lush produces vegetarian 100% products, 85% vegan, everything they sell is handmade and they are also against animal testing. Altogether they own 900 stores within 49 countries (Lush, 2019). 
Lush’s value and belief is “In making effective products from fresh, organic fruits and vegetables, the finest essential oils and safe synthetics. We believe in buying ingredients only from companies that do not commission tests on animals and in testing our products on human. We invent our own products and fragrances. We make them fresh by hand using little or no preservative or packaging, using only vegetarian ingredients, and tell you when they are made. We believe in happy people making happy soap, putting our faces on our products and making our mums proud. We believe our products are good value, that we should make a profit and that the customer is always right. We believe that all people should enjoy freedom of movement across the world” (Lush, 2019). 
 



	              Sustainability








Rewards 
£250,000 prize rewarded to individuals working in the fields of cruelty-free scientific research, awareness-raising and lobbying to help bring an end to animal testing.
Charity 
With every purchase of charity pot, 100% of the donation goes to environmental, humanitarian and animal right charities.
Management 
Uses an online consultancy system called qlikview to manage their sale, stock and staff. It is an easy system for all staff to use and allows them to make good decisions. 
Ethics 
Making effective products from fresh, organic fruits and vegetables. Buying ingredients only from companies that do not test on animals. Invent products fresh by hand using no preservative or packaging. Happy people making happy soaps.
Environment
Lush Green Policy keep environmental issues at the heart of the company, keeping in mind when making decisions. Always on top of legislation and welcome new regulations that genuinely reduce impact. Support environmental groups that helps change the law.
Management 



By using the model above, it shows that Lush are doing everything correctly to have ethical sustainability and improve CRM.  They are helping the environment by following their green policy and consider environmental issues when making decisions, use environmentally friendly products, try not to damage people or planet with their trade practice, and actively engage in recycling.  They donate to charities that deal with environmental issues, humanitarian aid, and animal rights.  These are all helping with CRM because their ethical values match what their customers want.


3.6 [bookmark: _Toc4500212]Ethical and Sustainability issues

Banking is moving toward more atomisation – more and more banks are using atomisation to improve customer experiences with speed and simplicity.  Automisation is the “automatically controlled operation of an apparatus, process, or system by mechanical or electronic devices that take the place of human labour”. (Merriam Webstar , 2019). As it is a computer programme, it is more efficient than a human and has less room for error. It is a one-time financial contract (with the possibility of added costs of checks/updates), it does not need to be paid a wage or take breaks. It saves money for banks and businesses in the long term. (BBVA , 2018).  
Is this practice of replacing people with technology ethical? People lose jobs. Are the companies putting profit over people? Automisation is seen to have a negative impact on people in all sectors of work, due to the fear they will lose employment – this is known as automation anxiety. As atomisation becomes more proficient, people worry about more jobs being taken over. It’s argued, for this reason, that atomisation causes harm to both people and society. The anxiety mainly revolves around atomisation is first brought into the office space, employees are inclined to worry about their role and responsibilities and the possibility of complete job loss. (BBVA , 2018).  
Automation is a tool and not a performance, so the question is whether the conception and practice of automation software are ethical. If it is operated properly automation can enhance the life of employees in an organisation. It will help open up a new prospect for team members to pursue additional training and guidance to develop and improve in their careers as well as lessen exhaustion and frustration. Therefore, the invention of the process of atomisation is totally ethical. The main objective of that is to enhance the lives of employees throughout the world. However, atomisation turns out to be unethical when used incorrectly which then means the ethical issues around atomisation is completely avoidable. (BBVA , 2018).  
According to Lloyds Neath branch bank manager atomisation is necessary as the banks need to keep up with the online Digital market otherwise as a result the bank will suffer. She noted new technologies, such as apple and android pay, which customers expect. (Lloyds Bank , 2019). 
In 2009 Lloyds was fined £28m for serious failings in relation to bonus schemes for sales staff. (The Good Shopping Guide , 2019). According to ActionAid report Lloyds bank was one of the banking and financial sectors that were the heaviest users of tax havens. If Lloyds bank was an ethical company then they would have ensured that they paid their taxes instead of focusing upon their profits, which in turn would have benefitted the social structure of the country, for example by contributing to the NHS and the education sector etc. In contrast, Lush adheres to their ethical guidelines, meets all of their tax demands and therefore demonstrates the ethical content of their products in the manner that they conduct their business practice

[bookmark: _Toc4500213]4.0 Conclusion

[bookmark: _Hlk4167380]The research highlighted in the report, suggests that in the current cultural climate, ethical practice is an important element of business and therefore customer relationship management. Quality, ethics and sustainability are the key factors of any successful organisation, and businesses who fail to meet these criteria tend to flounder. The examples given, namely Lloyds banking group and Lush, demonstrate the viewpoint that the sale of ethical products and the promotion of ethical practice such as those promoted by Lush, can lead to successful profit margins, whereas failure to carry out ethical practice can cause enormous problems. In light of this, it is important that when selling an ethically sourced and created product, the business practice of the company is also 100% ethical.









[bookmark: _GoBack]








[bookmark: _Toc4500214]5.0 Recommendations

By implementing Deming’s 14-point theory, an organisation can hugely benefit from his guidelines, as it outlines how to make as organisation successful. If businesses such as Lloyds and Lush follow these guidelines, they can achieve their goals and become successful.
Look at 3 in Appendix to view the steps of Deming’s model.
According to the CRM model, although both companies, Lush and Lloyds Bank, are completely following the different parts of the model, there is a critical difference between the two. Globally, the ever-growing brand of Lush is flourishing, this could be due to their sales teams; in every Lush store, there are is a large number of staff ready to greet customers, help customers and interact with customers. Although Lloyds bank may say their approach is ideal for the everyday person, fast paced and easy to access, Lush offers a warm ambience and a genuinely friendly staff. Lush play music and have a fast paced, interactive environment, this makes their customers feel special and gives them a subliminal sense of acceptance and comfort; these positive connotations is what sets Lush aside from companies like Lloyds bank. Rather than just a sustainable or ethical duty, they also have a social one, and this is part of the reason they have regained such a large loyal consumer base. Lloyds bank could take this message on board from Lush, and implement the recommendation of a more personal, friendly and interactive banking space.
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1. Lloyds Profits.
[image: ]
(Lloyds Banking Group , 2018). 

2. Lush Profits.
(Mohdin, A. 2016). (Bodycare, 2015). (Halliday, 2018). (Slawson, N. 2017). 

3. Deming’s 14-point philosophy
Out of the Crisis – The 14 Points
1. Create a constant purpose towards improvement

· Plan for quality in the long term
· Resist reacting with short-term solutions.
· Don’t just do the same things better – find better things to do.
· Predict and prepare for future challenges, and always have the goal of getting better.

2. Adopt the new philosophy.

· Embrace quality throughout the organisation.
· Put your customer’s needs first, rather than react to competitive pressure – and design products and services to meet those needs.
· Be prepared for a major change in the way business is done. It is about leading, not simply managing.
· Create your quality vision and implement it.

3. Stop depending on inspections.

· Inspections are costly and unreliable – and they don’t improve quality, they merely find a lack of quality.
· Build quality into the process from start to finish.
· Don’t just find what you did wrong – eliminate the “wrong” altogether.
· Use statistical control methods – not physical inspections alone – to prove that the process is working.
· 
4. Use a single supplier for any one item.

· Quality relies on consistency – the less variation you have in the input, the less variation you’ll have in the output
· Look at suppliers as your partners in quality. Encourage them to spend time improving their own quality – they shouldn’t compete for your business based on price alone.
· Analyse the total cost to you, not just the initial cost of the products.
· Use quality statistics to ensure that suppliers meet your quality standards.

5. Improve constantly and forever.

· Continuously improve your systems and processes.
· Emphasize training and education so everyone do their job better.
· Reduce waste and improve productivity, effectiveness, and safety.

6. Use training on the job.

· Train for consistency to help reduce variation.
· Build a foundation of common knowledge.
· Allow workers to understand their roles in the ‘big picture’.
· Encourage staff to learn from one another and provide a culture and environment for effective teamwork.

7. Implement leadership.

· Expect your supervisors and managers to understand their workers and the process they use.
· Don’t simply supervise – provide support and resources so that each staff member can do his or her best. Be coach instead of policeman.
· Figure out what each person actually needs to do his or her best.
· Emphasize the importance of participative management and transformational leadership.
· Find ways to reach full potential, and don’t just focus on meeting targets and quotas.

8. Eliminate fear.

· Allow people to perform at their best by ensuring that they’re not afraid to express ideas or concerns.
· Let everyone know that the goal is to achieve high quality by doing more things right – and that you’re not interested in blaming people when mistake happens.
· Make workers feel valued and encourage them to look for better ways to do things.
· Ensure that your leaders are approachable and that they work with teams to act in the company’s best interests.
· Use open and honest communication to remove fear from the organisation.

9. Break down barriers between departments.

· Build the ‘internal customer’ concept – recognise that each department or function serves other departments that use their output.
· Build a shared vision.
· Use cross-functional teamwork to build understanding and reduce adversarial relationship.
· Focus on collaboration and consensus instead of compromise.

10. Get rid of unclear slogans.

· Let people know exactly what you want – don’t make them guess.
· Don’t let words and nice-sounding phrases replace effective leadership. Outline your expectations, and then praise people face-to-face for doing good work.

11. Eliminate management by objectives.

· Look at how the process is carried out, not just numerical targets.
· Provide support and resources so that production levels and quality are high and achievable.
· Measure the process rather than the people behind the process.

12. Remove barriers to pride of workmanship.

· Allow everyone to take pride in their work without being rated or compared.
· Treat workers the same, and don’t make them compete with other workers for monetary or other rewards.
 
13. Implement education and self-improvement.

· Improve the current skills of workers.
· Encourage people to learn new skills to prepare for future changes and challenges.
· Build skills to make your workforce more adaptable to change, and better able to find achieve improvements.

14. Make “transformation” everyone’s job.

· Improve your overall organisation by having each person take a step towards quality.
· Analyse each small step and understand how it fits into the larger picture.
· Use effective change management principles to introduce the new philosophy and ideas in Deming’s 14 points.
By applying Deming’s 14 points to companies and businesses, it will build customer awareness, reduce variation, and foster constant continuous change and improvement throughout the organisations.
(Beckford, 2002).
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Continued progress — business model is delivering increased profits and returns LLOYDS
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 Statutory profit increasing: growth in
underlying profit and reduction in below the
line charges despite higher PPI cost

* Consistent strong underlying profit
- Net income growth of 5%, NIM up to 2.86%
Market-leading cost:income ratio of 46.8%
Strong asset quality with AQR of 18bps

Moody’s upgraded Lloyds Bank’s rating to
Aa3 and S&P improved outlook to positive

Loan growth of £6bn with growth in
targeted segments

« Strong underlying RoTE of 15.6%, with the
statutory RoTE increasing to 8.9%
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