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[bookmark: _Toc236873746]Executive Summary
This report considered how Tesco PLC identified, classified, and engaged its stakeholders who were important in the process of the successful launch of Connect Plus, an innovative customer loyalty and engagement platform using Artificial Intelligence. Writing as the Project Manager for this initiative, this report considered stakeholder identification, classification and engagement based on various stakeholder management theories and models, namely stakeholder theory as defined by Freeman; Mendelow's power/interest matrix; Mitchell, Agle and Wood's salience model; RACI Matrix; and the 4 Cs approach to communication, collaboration, consultation and commitment. In terms of stakeholders, this paper looked at both internal and external stakeholders, including the product development department, marketing, data and information technology, store operations and Board for the internal stakeholders and customers, suppliers, regulatory bodies, technology partners and local communities for the external stakeholders. This report also discussed and evaluated the advantages and disadvantages of sustainable engagement; ethical concerns regarding privacy and fairness of algorithms; and real-world experiences of Tesco through the history of Clubcard and loyalty schemes of other companies such as Sainsbury's Nectar and Amazon Prime. Finally, a six-month strategy for engaging stakeholders in this project was recommended.
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Tesco PLC is one of the largest retail and e-commerce organizations based in the United Kingdom and offers its services in grocery, general merchandize and financial services within the United Kingdom, Ireland and parts of Central Europe, along with its wholesale and franchise operations in Asia (Tesco PLC, 2023). The organization has a workforce of many hundreds of thousands, serving millions of customers weekly via their store-based and online grocery offerings and Tesco Clubcard, a loyalty program that has been in existence since 1995 and continues to be one of the most recognizable loyalty programs in UK retailing (Humby, Hunt and Phillips, 2008). The corporate purpose of Tesco is to offer better services for customers, communities and the planet every day and Tesco Little Helps Plan reflects its commitments in terms of product, planet, people and community that outline its behaviour toward other stakeholders.
The company is gearing up for the roll-out of ConnectPlus, a customer loyalty and engagement solution leveraging digital technologies such as AI-driven personalisation, mobile reward schemes and data analytics tools for better insights into customers. While this new platform will leverage the Clubcard foundation, it will be much more focused on predicting customers’ behaviour and offering them personalised solutions. The plan is to introduce ConnectPlus first in the core UK business, with the expansion to international markets following after about six months. Since this initiative will affect practically all functions within the company, from product development and marketing to store operations, IT security and supplier relationships, and since it will operate in different regulatory and cultural environments in which the use of data and personal information are subject to different expectations, the success of ConnectPlus will depend not so much on the technological side but on the people whose participation will make the initiative work. Therefore, stakeholder management is taken as the central focus of this report rather than the technological implementation, being considered a strategic management activity (Freeman, 1984; Bryson, 2004).
[bookmark: _Toc236873748]2.0. Objectives of the Project (SMART)
Stakeholder engagement objectives for the ConnectPlus launch include the following. First, identification and mapping of all relevant internal and external stakeholders across UK and international markets within four weeks of the project, using two or more accepted stakeholder analysis methods. Second, creation of a communication and engagement plan that will lead to 90 percent of stakeholder participation in consultations before go live. Third, minimising stakeholder-based delays or escalations during the six-month rollout to only two per market, with resolution within ten working days. Fourth, improving trust and satisfaction levels of engaged stakeholders through post-launch surveys conducted within three months of roll-out.
OBJECTIVES:
To increase sales by 5% in the next six months by using Connect Plus platform
To increase 3% customer retention in the next six months using Connect Plus platform.
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[bookmark: _Toc236873750]3.1. Identification of the Stakeholders
Accurate identification of stakeholders is the basis of any stakeholder engagement plan because, according to Freeman, a stakeholder can be defined as anyone who can influence or be influenced by the accomplishment of organisational objectives (Freeman, 1984). Therefore, for ConnectPlus, it will be useful to identify stakeholders as either internal or external before conducting further analysis. The internal stakeholders are, Board of Directors, Employees, Sales and Marketing dept, IT dept and shareholder’s external stakeholders are Govt, customer, regulatory body, suppliers and communities.  
The internal stakeholders will comprise the product development and technology department that will develop and test the AI recommendation engine, the marketing and Clubcard department that will create the reward scheme and announce the product to the customers, the data and information security team that will make sure that the system complies with data protection rules, the store operations personnel who will be in charge of answering customer queries at the point of sales, the customer service and contact centre departments, finance, and senior management together with the Board of Directors, whose responsibility is final for the investment and the reputation risks associated with it. The external stakeholders will consist of the current and potential Clubcard customers from all markets, the suppliers whose products will be used in the personalization process, the technology partners supplying AI and cloud computing facilities, the regulator, e.g. the Information Commissioner's Office of the UK and its equivalents abroad, the competition with their loyalty offerings, the local communities in the markets where Tesco is operating, trade unions of the store personnel, and interested associations or organizations in the respective industries or of consumers.
[bookmark: _Toc236873751]3.2. Benefits and Challenges
Stakeholders have different responsibilities in the implementation process and each has a unique contribution to the project along with its own advantages and challenges to deal with. The product development and data science teams are in charge of the design, training and testing of the recommendation engine, as well as making sure that it works precisely on all customer segments. Their contribution is critical for the implementation process, although they have the challenge of maintaining the balance between model accuracy and bias, because the incorrectly calibrated algorithm might provide irrelevant recommendations that will undermine the trust of customers (Mittelstadt et al., 2016).
Marketing and Clubcard team is responsible for the development of the rewards system as well as the brand voice of ConnectPlus. They are familiar with customer segments and are experienced in running Clubcard promotions, thus there is low risk of implementing something that customers might find confusing or unappealing, although they still need to deal with the challenge of brand consistency in different markets that have different loyalty expectations.
Operational staff from the stores and their union representative are supposed to support the customer experience in the field of use, and report on any operational issues, and this will be the key benefit since it enables them to spot the issue before it becomes bigger, however, they might resist any changes if the implementation is viewed as an extra work for them without any training, which is a key reason behind employee disengagement during digital transformation (Kotter, 1996).
Data protection and the legal department is supposed to ensure UK GDPR and similar international regulation compliance, and the management of customer data ethics during personalisation. The benefit is reduced risk; however, the challenge is that the overly cautious approach in data governance might slow down the pace of personalisation feature development that makes ConnectPlus competitive, and there is indeed a conflict of interest in this case.
The use of external technology providers that supply cloud computing infrastructure and AI services allows Tesco to leverage their expertise and thus speed up development, but on the other hand creates a dependence problem in the case when their service is affected or the practices of external partners do not meet Tesco's data requirements – the reason why due diligence is crucial in this case (Christopher, Payne and Ballantyne, 2013)
Ultimately, it is the customers who will determine whether ConnectPlus succeeds or fails. The benefit to the customer is greater relevancy and enjoyment out of the process as well as the security that their data is being treated properly; the problem is that different groups of customers, and different markets in different countries, have very differing degrees of acceptance of personalisation using AI technology (Martin, 2018).


[bookmark: _Toc236873752]3.3. Stakeholder Analysis Tools
There are two methods used to categorize the stakeholders and establish a prioritization process to help develop an order for engaging with them. The first is the power/interest matrix developed by Mendelow, which categorizes the stakeholders using the two axes, their power over the project and their interest in it. The two axes produce four types of stakeholder groups, which are manage closely, keep satisfied, keep informed and monitor (Mendelow, 1991; Johnson, Scholes and Whittington, 2017). Using the matrix on ConnectPlus' stakeholders, the board of directors and the leadership can be put in the manage closely category because of the high power and interest in the project. This is also the category where regulators such as the Information Commissioner's Office fit because despite having low interest on a daily basis, they have the power to delay or stop the project entirely should it fail to meet compliance criteria. The customers can also be seen to fit in a little different category than the others because their collective power and interest is what will determine the success of the project, and this should be recognized and managed. While the teams of marketing, products and data work in the manage closely or keep satisfied quadrants according to their seniority level, the suppliers and technological partners are usually kept satisfied with help of contracts and relationships management and the general public or community organizations are kept informed via general communications unless an urgent local matter like data breach issue moves them to the matrix.
	Quadrant
	Stakeholders
	Engagement Strategy

	High Power / High Interest (Manage Closely)
	Board of Directors, senior leadership, UK/EU data protection regulators
	Regular briefings, direct consultation, formal sign-off on key decisions

	High Power / Low Interest (Keep Satisfied)
	Technology partners, suppliers, finance function
	Scheduled updates, contractual governance, escalation only when needed

	Low Power / High Interest (Keep Informed)
	Clubcard customers, store staff, trade unions, community organisations
	Clear, frequent communication; consultation panels; accessible feedback channels

	Low Power / Low Interest (Monitor)
	Wider public, industry commentators, competitors
	General public communications; periodic monitoring of sentiment



The second stakeholder framework is the salience model by Mitchell, Agle and Wood (1997) which ranks the stakeholders in terms of their attributes of power, legitimacy and urgency, and identifies them as definitive, dominant, dependent, dangerous, dormant, demanding and discretionary based on their number of attributes. Under this framework, the Board and regulators fall under definitive stakeholders since they possess power, legitimacy and urgency, especially once the platform becomes operational since any issues related to compliance become immediate and urgent. Customers are considered to be dependent stakeholders who have legitimate interests and once engaged, their interest will become urgent regarding how their data will be handled; however, they lack power except through collective efforts to publicise the issue. Employees and unions are considered to be dominant stakeholders who have power and legitimacy, however lack urgency except during organizational changes such as a system implementation which affects store level operations. Regulatory bodies beyond the ICO, such as sector-specific or overseas data protection authorities, together with local community organisations, are best described as dormant or discretionary stakeholders: both currently hold limited day-to-day interest or urgency in ConnectPlus, yet each possesses a legitimate standing that could quickly convert into a more active, definitive role should a compliance breach or a community-level data concern arise. Using both frameworks gives a more comprehensive view than using either of them alone, in the sense that, whilst the Mendelow framework is good for prioritization in relation to resource allocation in engagement, the salience framework enables us to understand why the priority of a stakeholder changes rapidly, which was the case with customers due to the data misuse issues in several UK firms (Solove, 2021).
Salience model:  
The salience model is a concept used in various fields, including psychology, marketing and communication. It refers to how certain stimuli or information stands out capture attention due to their prominence or relevance. Here are some keys point about the salience model.
The salience model is crucial in various fields due to its ability to highlight what captures attention and influences decision-making. Here are some reasons why the salience model is important:
Enhanced Communication
Improved Decision-Making
Marketing Effectivess

 


[bookmark: _Toc236873753]4.0. Roles of the Manager in Engaging Stakeholders
As Project Manager, the process of stakeholder engagement for the ConnectPlus project can and should follow four phases: identification and mapping, planning, engagement and monitoring, all based on an appropriate model.

[bookmark: _Toc236873754]4.1. Communication Plan
Identification and mapping phase uses the stakeholder matrix and salience models described above to form a prioritised list of stakeholders. This list needs to be dynamic rather than static because the salience of the stakeholders will change as the project progresses through the design, piloting and implementation stages (Freeman, Harrison and Wicks, 2007).
Planning takes into account the typology of stakeholders in order to determine the appropriate way to deal with each. The typology suggested by Savage et al. (1991), which classifies stakeholders as supportive, marginal, non-supportive or mixed-blessing based on their potential to threaten or to cooperate with the organisation, is relevant in this case. In the case of regulators and legal counsel, who are considered as a threat despite the fact that they provide legitimacy, the approach will be to get them involved from the very beginning rather than to show them the result of design already done. Staff from stores are considered as a mixed-blessing stakeholder because they can either support or oppose the platform depending on how prepared they are, thus the approach is to work hard on training and consultation before implementation. Finally, customers are considered supportive although sensitive, so the strategy relies on open communication about data collection and on an easy opt-out from participating, which is proven to lead to higher participation in privacy calculus research (Dinev and Hart, 2006).
This typology then forms the basis for the development of an engagement and communication strategy, which will define who needs to be consulted, kept abreast, and/or involved in collaboration, how frequently, and through what media, such as Board briefings, company-wide meetings with the store staff, supplier briefings, or customer communication via the application interface, in-store signs, or emails. This communication strategy must also take into account differences between various markets rather than be issued in a standard form from the central office, since the customers in markets where there is less trust in the usage of personal data due to AI would require more information on the privacy measures and a clearer opt-out process than in markets where the same personalization capabilities have been developed by competing companies already.
	Phase & Timing
	Stakeholder Group
	Channel
	Frequency
	Owner

	Pre-launch (Weeks 1-4)
	Board of Directors, senior leadership
	Board briefings, formal sign-off documents
	Fortnightly
	Project Manager

	Pre-launch (Weeks 1-4)
	Regulators (ICO and equivalents)
	Formal consultation letters, compliance meetings
	Monthly, or as required
	Legal & Data Protection team

	Pilot phase (Months 1-3)
	Store staff and trade unions
	Company-wide meetings, in-store briefings
	Weekly during pilot
	Store Operations Manager

	Pilot phase (Months 1-3)
	Suppliers and technology partners
	Supplier briefings, contract review meetings
	Monthly
	Procurement / IT lead

	Rollout (Months 3-6)
	Clubcard customers
	App notifications, in-store signage, email
	Ongoing, phased by market
	Marketing and Clubcard team

	Rollout (Months 3-6)
	Wider public and community organisations
	General public communications, press releases
	Quarterly, or as needed
	Corporate Communications


This plan operationalises the stakeholder matrix and salience findings set out in Section 3.3 and is reviewed at each project milestone so that the channel, frequency and owner for each stakeholder group continue to reflect their current level of power, interest and urgency.
[bookmark: _Toc236873755]4.2. Level of Engagement
The process of active engagement itself should be organized using the 4Cs framework – communication, collaboration, consultation, and commitment. The first one is needed to make sure that stakeholders receive all necessary information regarding the project and its purposes, minimizing rumours and speculations. Collaboration involves engaging stakeholders, including store employees and suppliers in co-creation processes, for instance, testing the reward scheme in a few selected stores and improving it based on the feedback received from the frontlines before implementing it nationwide, similarly to Tesco’s historical practice of testing Clubcard modifications in a few limited areas before the full-scale release (Humby, Hunt and Phillips, 2008). Consultation is meant to provide an opportunity for stakeholders, especially for regulatory bodies, unions, and consumer groups, to influence the decision-making process, which complies with the participatory principle of AA1000 Stakeholder Engagement Standard (AccountAbility, 2015). 


	Stakeholder Group
	Engagement Level
	Key Activities
	Timing

	Board of Directors & senior leadership
	Collaborate
	Monthly steering group, formal sign-off on key milestones
	Throughout the six-month rollout

	Regulators (ICO and equivalents)
	Consult
	Early consultation on data protection design, pre-launch compliance review
	Weeks 1-4, and ahead of each new market entry

	Store staff & trade unions
	Involve
	Co-creation workshops, pilot feedback sessions, training
	Weeks 4-12 (pilot phase)

	Suppliers & technology partners
	Consult / Collaborate
	Joint testing of the recommendation engine, contract reviews
	Ongoing

	Clubcard customers
	Inform / Consult
	Opt-in communications, in-app feedback surveys, clear opt-out route
	Pre-launch through rollout

	Wider public & community organisations
	Inform
	General communications, press updates, local briefings if concerns arise
	Periodic, and reactive as needed


This engagement plan operationalises the 4Cs framework introduced above, translating each general engagement principle into a specific, time-bound set of activities for every stakeholder group.
Conflict is an inevitable part of a project of this scope, and it needs to be planned for, rather than regarded as a failure to engage the stakeholders. Conflict may arise because employees are concerned with the threat to their employment from AI-based personalisation in customer service; suppliers are concerned about how the recommendation of the personalisation tool impacts product visibility; and regulators in countries with more stringent data protection laws than the UK, e.g., certain regions in Europe under GDPR or other countries with AI-specific legislation, may raise compliance objections that the rollout must address. In view of the findings of research carried out by Ackermann and Eden (2011), conflict needs to be identified in terms of interest divergence, managed through a process of structured negotiations, and, if no other choice remains, escalated to higher authorities without stopping the project. This entails setting up a standing stakeholder group comprising representatives of the trade union, data protection, marketing and retail operations meeting periodically during implementation of the project, with escalation to the Project Board in case issues are not settled at working level within an agreed timeframe.
[bookmark: _Toc236873756]4.3. RACI Matrix
A RACI chart (Responsible, Accountable, Consulted, Informed) is designed to clarify ownership at each step in the rollout process. For instance, the Head of Data Science is Responsible for model performance, the Chief Digital Officer is Accountable for the whole platform, the Legal and Data Protection team is Consulted regarding each release that alters how the customer data is managed, and the store managers are Informed about go-live dates and predicted customer questions in their area. Expanding this principle even further, the general manager of the local market is Responsible for the adaptation of the central communication plan into the specific context, while the global Project Board is Accountable for making sure that this adaptation does not compromise the data governance standards of the platform. This clarification is important to avoid one of the most common pitfalls in large-scale projects, when different functions think that somebody else is responsible for making a certain decision, as noted by the Project Management Institute (2021).
	Activity
	Head of Data Science
	Chief Digital Officer
	Legal & Data Protection
	Store Managers

	AI model design and testing
	R
	A
	C
	I

	Data governance and compliance sign-off
	C
	A
	R
	I

	Rewards structure design
	C
	A
	C
	C

	Store-level rollout and training
	I
	A
	I
	R

	Customer communications
	I
	A
	C
	C


R = Responsible, A = Accountable, C = Consulted, I = Informed. 

	4C element 
	Application TO Connect Plus
	Key stakeholders

	Communication 
	Provide clear information about progress, platform benefits, customer data use training and launch arrangements.
	Board of Directors, customers, employees, investors and regulators.

	Collaboration 
	Coordinate technical development, marketing, customer service, compliance and international rollout activities.
	IT, marketing, CRM, legal, data analytics, store operations and technology providers. 

	Consultation
	Gather feedback through customer pilots, employee workshops, regulatory reviews and supplier discussions.
	Customers, retail  employees, regulators and technology partners. 



[bookmark: _Toc236873757]5.0. Importance of Stakeholder Engagement

[bookmark: _Toc236873758]5.1. Justification of the Statement
Long-term engagement of stakeholders is not only an exercise of risk mitigation; it is now well understood as a key driver of business performance. As Donaldson and Preston (1995) argue, companies that manage stakeholder relationships effectively outperform those that do not, because trust and cooperation make decision-making cheaper and faster. For ConnectPlus, this applies in several ways.
[bookmark: _Toc236873759]5.2. Impact of Sustainable Stakeholder Engagement on Organisational Performance
First, effective engagement with customers on the subject of data use and personalization will increase the opt-in rate and usage of the platform which, in turn, will determine the amount and quality of data available for improving the AI recommendation engine and create a positive cycle of trust and product effectiveness. On the other hand, the lack of engagement runs the risk of repeating the reputational damage of other retailers due to data misuse controversy when their customers boycotted the loyalty program (Solove, 2021; Martin, 2018). Second, engagement with the store staff early and involving them in the process of designing ConnectPlus will make them more supportive of the change and help to ensure better customer service at the launch in line with Kotter's (1996) assertion that participation is one of the most efficient methods of overcoming the resistance to change. Third, collaboration with the suppliers on how the personalized recommendations impact product visibility will improve the commercial relationship and will be consistent with Tesco's strategic goal of sustainability in the supply chain (Tesco PLC, 2023). Fourth, from the perspective of strategy, consistent engagement will help to differentiate the brand in an increasingly crowded loyalty market. Similar programs like Sainsbury's Nectar, which is now jointly operated by Nectar360 data & insight division, and other overseas loyalty programs like Amazon Prime have already proven that consumers react favourably to loyalty programs that appear to be highly personalized rather than generic but that such personalization should be achieved via regular and consistently managed use of data instead of being provided as an outcome of one successful launch (Kotler and Keller, 2016). This point is illustrated by Tesco's Clubcard programme itself, where its successful operation throughout the years was not about any particular technological innovation but about continuous and effectively managed use of consumer data (Humby, Hunt and Phillips, 2008).
A link also exists between the quality of engagement and the lifetime value of the customer. When personalization is accepted and trusted, then customers are likely to consolidate their purchases at a single store and will continue to be loyal for an extended period, thereby increasing the monetary return on the investment in the AI system. On the other hand, where trust is lacking, the immediate loss of the opt-out customers is just one element of the problem, because negative experiences are often shared in public and can impact negatively the willingness of customers who have not been directly impacted, thus supporting the observation of Rowley (1997).
Nevertheless, there are actual expenses and risks of sustainability that have to be considered realistically rather than simply dismissed. Extensive consultation takes time and resources, and in a fast-moving competitive environment where rival loyalty programmes continue to invest heavily in their own AI-driven personalisation, excessive caution could delay Tesco's time to market and erode first-mover advantage (Kotler and Keller, 2016). However, there is an important ethical aspect that goes beyond just business performance. Personalization using artificial intelligence poses certain questions related to possible algorithmic discrimination, whether some groups of customers will get poorer recommendations or higher prices, as well as the question of transparency of how their data will influence their experience (Mittelstadt et al., 2016). Treating ethical aspects as a simple compliance checklist without actually integrating them into the design process will most likely result in insufficient levels of trust for sustainable performance. A network approach to stakeholders as proposed by Rowley (1997) can be used here because it highlights the fact that no stakeholders operate independently of one another, and a problem with one stakeholder could easily cause problems with the entire group of stakeholders, including investors and even the Board. The conclusion drawn from this discussion is that the performance benefits of stakeholder engagement, namely greater customer trust, higher platform adoption, stronger employee commitment and better supplier cooperation, should certainly outweigh the costs of a more cautious approach to engagement.
[bookmark: _Toc236873760]6.0. Recommendation
The success of ConnectPlus depends as much on how well Tesco engages its internal and external stakeholders as on the AI technology itself. There are three key recommendations which can be drawn from this report. First, the company must formalise the stakeholder register and RACI matrix before the pilot phase starts, and update the stakeholder salience at every project milestone and not at just one point. Second, a phased and market-specific approach should be used to implement the project so that the stakeholder engagement strategy, especially when it comes to consent for using the data and communicating with the stakeholders, can be tailored to the local conditions and not based on the one template used all over the world. Lastly, a standing cross-functional stakeholder working group, with representatives from data protection, marketing, store operations and the trade union, should be established for the full duration of the six-month roll-out, with a clear escalation route to the Project Board for issues that cannot be resolved at working level within an agreed timeframe.
[bookmark: _Toc236873761]Conclusion
To sum up, stakeholder theory together with the models mentioned above used in this report, such as Mendelow's model, the salience model, the 4Cs and RACI, form an appropriate foundation upon which the management of a wide variety of interests associated with the introduction of ConnectPlus is based. If implemented correctly, these tools can ensure not only low risks during implementation but also ethically and legally correct usage of customers' information. For Tesco specifically, the return on this approach is a stronger and more durable Clubcard loyalty base, richer first-party data with which to sharpen ConnectPlus's personalisation over time, and a more defensible competitive position against rival loyalty schemes such as Sainsbury's Nectar and Amazon Prime, all achieved without exposing the business to the reputational and regulatory risk that a poorly managed rollout would bring.    
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