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· Overview of Retail management
Retail industry has always been one of the most powerful and significant force known. Retailing can be considered as any process that consists in selling goods and services to the ultimate consumer. It employees 10 percent of the workforce in over 2, 00,000 businesses in the UK and contributes a total of 14 percent of the country’s wealth. The scope of retail industry has gradually extended turning into some of the worlds largest companies and in some cases exceeding manufacturers in terms of global reach (Kent & Omar, 2003) . Retailing also shows vast differences between countries, reflecting their different histories and politics which lead to reflect the different levels of economic development and is also influenced by cultural variation. (Phillips et al).

However, in the past retail practices were small in provincial towns and rural areas, where retailing usually took place in small shops or in street markets. But gradually the trend moved towards large superstores and supermarkets which incorporate a wide range of speciality food. The big question for these stores was to increase its market share and to focus more on profitability, where less interest was given to how loyal the customers are towards a store. However, then came the era of loyalty where it was considered more important for any store to keep its customers for a long run and not to lose them at any cost.(Phillips et al)

Loyalty marketing program exists since 1950’s, when small companies and shops offered trading stamps and bonus cards (Pohl,2007,pp.22). In 1963 Tesco introduced its 1st Scheme known as green shield stamps. Soon later other retailers introduced there reward schemes to attract more customers. (Gilbert,1999,pp. 131) Initially these schemes sounded more often as a sales promotion where customer’s loyalty is to the scheme and not for the company using it (Kotler et al ). But now these loyalty schemes have become more sophisticated and widespread as new the new technologies is introduced within it. (FMI). Loyalty schemes have grown widely with their fair attempts to build customer relationships based on the long run customer satisfaction. According to research done by Gilbertson,barry (Web2) UK retail sales grew up to £225 billion in 2007 and contributed 8% of the gross domestic product where it employed 2.9 million people by the end of September 2007, which equates to 11 percent of the total UK workforce. The increase in the number shows the real value of the retail strength.

In the UK grocery market as competition between companies was at peak, in 1995 Tesco challenged and overtook Sainsbury’s as the market leader by introducing the most popular locally scheme ‘Clubcard’ for its customers. Graham Ede, Managing Director, Arvato loyalty services,(web 1) argues that-
“Whilst the basic concept of loyalty and relationship management should evidently not be challenged, best practice to translate loyalty initiatives into commercial success still seem to remain — in the minds of consumers — the province of a handful of leading brands.”
Figure 1 Consumer Loyalty by Store

Adapted from loyalty and retail .pdf

The figure represents that Tesco stands with the most number of loyal customers subscribed to its loyalty scheme followed by Sainsbury. Research also suggests that supermarkets posses the highest level of loyalty.(loyalty and retail.pdf. Additionally it’s proven that customers do actually feel loyalty towards the brand they buy. Thus loyalty scheme management should be more about dealing with retaining and satisfying its customers with increase in share per person spending (Griffin, 1995).
· The Customer loyalty Concept.
To understand how consumer loyalty emerges it is important to understand what it is. Dick and Basu(1994) cited in [Pohl, 2007,pp.9] defines it as” Relationship between the relative attitude towards an entity(Brand, Service, Store, Vender) and patronage behaviour…...”
Enhancing consumer loyalty has always been a big issue for every retailer as the competition it evolves is getting tougher and tougher in modern retailing. However, consumer loyalty towards retailers is stronger then any of the other sector. According to (Riechfield google book) for every successful business it is very important to create a customer value. Creating value for customers builds loyalty, and loyalty in turns brings growth, profit and value for the organization.(pp.3). Loyalty must be earned as a customer invest their time and money loyally only if they believe their contribution and spending over time will bring superior returns to them over time.

Nevertheless, authors such as (Griffin, 1995, p11) suggests that “The longer the loyalty, the bigger the rewards”. The longer the customer stays loyal the more profit a business can make from that single customer. 7(Reichheld and Detrick, 2003) supports this statement by saying that in any business the cost of serving a long standing customer versus the cost of gaining new customers is less and thus could turn into huge cost saving for any company.

Dick and Basu(1994) cited in British Food Journal further suggested that, five different types of loyalty exist based on the factors such as attitude and behaviour.
· Monopoly Loyalty- No choice available here for customers.
· Inertia Loyalty- Loyal customers don’t seek substitutes here.
· Convenience Loyalty- Loyalty here is defined here location.
· Price Loyalty- Loyalty here is influenced by the lowest price.
· Incentivised Loyalty- Loyalty here is more over influenced by the reward system of loyalty programs.
· Emotional Loyalty- Customers here influenced by factors such as Brand.
Source: Turner and Wilson ( 2006)
From this it can be observed that Tesco Club cards falls in the Incentivised form of Loyalty which is displayed by customers.
What is customer Loyalty?
(Thompson, 2005, pp.) Source:web 6

Griffin (1995, pp11) further emphasized that increased loyalty can also bring cost saving to any company by reducing marketing and transaction costs. In addition, Customer Loyalty can also be achieved considering factors such as convenience to shop, brand, quality, price, location of the store and choice.(Omar, 1999) These factors play a vital role in determining loyalty for a particular store. (Kotler et al, 2002) further argues that behind every dominant brand stands a set of customers. These customers can also be classified into two ways.
· Attribute based shoppers- These are considered the most difficult ones as the consumer decides what to choose depending on the knowledge of key product attributes.
· Attitude based purchasing- These are based more on lifestyles and marketing choices. Here customers open their choices and look for product at different levels if unavailable.
Source : pdf 1

(put diagram from p118 omar, 1999..)

Authors such as Jim and brown( Growing customer loyalty 5), Richheld,xxx, Gilbert,2003), Omar, Griffen , Dick and Basu argue that front line customers who directly deal with customers also have a big impact in creating loyalty as they are the key influencers in the customers buying decisions. According to (Reichheld, google book) Loyalty of a customer cannot be earned without first earning the loyalty of the front line employees who should know the importance of loyalty schemes in terms of company and customer

Additionally, research shows that brand, quality and price make the biggest impact on customer loyalty. Kotler et al(1999) hypothesized that customer view brand as an important part of the product and a central issue in product choosing strategy. (Kotler et al (1999) However, brand loyalty makes a big impact on customers as they often change stores depending on the strength of the product brand. Brand captures both commitment and loyalty features as it defines quality and price to some extent. According to Richard Cuthbertson (1) retailers also develop their own private label products to establish true loyalty towards their customers. (Fournier, 1998) web 5.

Further more, customers often switch retailers. Richifeld,xxx suggest many reasons why customers switch retailers- as easy to access, when a new store opens, or when a product is unavailable . The nature of purchase also plays a key role here. Strength of the product brand also may lead to Switchability as they deter customers from substituting another product available. (1) According to (DMIS, 2001, pp.8) the real check of a loyalty comes when a customer has to shop elsewhere and then have to switch back to the first store.

Authors such as Gilbert and Richifeld, loyalty also have a positive effect on increasing customer loyalty. Gilbert (1999,128) here suggest that loyalty cards must aim to build greater customer loyalty and retention leading to increased sales and profits for the company. The author also argues that Loyalty programs are just another method of creating long term relationships with customers. In addition, there are various ways through which customer loyalty could be increased to help companies keep valuable customers coming back.
· Give customers what they expect.

· Go beyond simple reward programs.

· Turn complaint into opportunities.

· Gather feedback and respond to them personally and quickly.

· Build opportunities for repeat business.

· Survey customers and solicit feedback.

· Create a centralized system for managing feedback through the enterprise.

· Tie customer loyalty and engagement to business outcomes.

· Use analysis to predict future loyalty.
Source: 6

In spite of these critical comments , 6 argue that customer loyalty is not just customer satisfaction, it goes ahead of that. Customers should not just be satisfied but on the other side should also be happy with the fact that now they are loyal. Further, (EFM6) suggests that“Customer satisfaction is not enough; Companies need to focus on loyalty and engagement.”
· Moving From Customer Acquisition to Customer Retention.
As per Griffin (1995, pp. 4) customer retention and total share of customer are the two most important conditions associated with loyalty. Loyal customers have the attribute of having a higher level of customer retention rates, generally have a higher share of their spending towards the firm and are most likely to recommend the firm to others. ( Reichheld and Earl Sasser,1990; Zeithaml,2000) cited in [Keiningham et al, 2007,pp.2]

In today’s competitive environment customer retention is becoming more and complex and a challenge. Companies can no longer afford to lose existing customers as the cost of acquiring new customers is getting higher.( Stephanie Baldwin, web 7)

Several studies reveal the importance of customer retention. According to (Hall, 2007) 8 it is more important to spend more time in nurturing existing customers then winning new ones. Loyalty consultant such as (reichheld,goggle book.pp42) suggest that getting new customers cost more to the company as it incurs the cost of Advertising directed at new customers, commission on sales and sales force. Study also proves that as retention rate goes up, so does over profitability for any business. (Payne et al, 2001, pp. 249) book

In addition (Smith, 2000, pp. 6)book argues that “Retaining customers means spending less time looking for new customers and more time looking after the ones we already have, so that they will grow into bigger business.”
Thus, to retain customers it is more important to focus on what customers want and need and not to what we want to sell. Loyalty experts such as Reehifield, dowling and uncles, (Smith, 2000, pp. 37)book , (Thompson, 2005, pp.10) have come up with various factors that could make a big impact in winning the defect customers back.
· Identifying potential defectors.

· Willingness to help.

· Communicate with customers.

· Be fair, even when you don’t have to.

· Treating valuable customers well.

· Treating customers as individuals.

· Inspiring confidence.

· Making it easy to shop.
Source : (Smith, 2000, pp. 37)book , (Thompson, 2005, pp.10) web6, Reeiheld, dowling and uncles

However, this concedes that more focus should be given on customer satisfaction than on sales to yield strong customer loyalty. Study also proves that its every ones responsibility from the sales office, front line employees to the CEO for promoting and representing the business.( Bran farris, Anonymous)web 8. Also, measuring customer satisfaction has always a big issue for every organization as it’s a very complex and hard to measure. But this must be considered important if a company wants to see its customers coming back. This can be done in many ways through seeking customer’s opinion directly, feedback forms or postal surveys. Every information collected should be used to analyze and identify problems. (Smith, 2000, pp. 39-43)book

The central concern in customer retention is also to understand the cause of customer defection and then decide what should be eliminated. Every unsatisfied customer who goes out is a huge defeat for any business. Research proves that reducing customer defection from 5 percent can lead to improve profits by 25 to 85 percent for any business ( Kotler et al, 2002, pp. 482, 483)

(Reichheld and Detrick, 2003, pp25)7 concluded that “Return customers tend to buy more from a company over time. As they do, your operating costs to serve them decline.
Smith (2000, pp. 13) further emphasized that “Retaining customers is not only in the best interests of the organization, customers also benefit from creating long term partnerships with the people who provide them with goods and services.” Rigby et al, (2003,pp 1)10 research revealed that the prime driver of customer loyalty is related to the loyalty of the company’s employees. Employee retention is very important for every organization as this adds to the trust build up between the company and its customers.

Source: web 9 and (Smith, 2000pp.14)

Further more, authors such as Jim Novo (9) suggest that Retaining customers is not just profitable for the organization, but in fact it is also profitable for the customers in various ways. Customers who are loyal to a particular store often feel that they are in control and smart about the choices they make, which makes them feel good. (Jim Novo 9)
Benefits of Retention Programs to Customers:
· Customers perceive greater value.

· Perceived risk is lower.

· The firm is taken as more reliable.

· Helps customers decide among alternatives.

· Helps customer overcome various resistance.

· Helps to overcome negative word of mouth.
Source: web 9

Finally, despite of the lack of barriers in present marketplace, many customers still have an ordinary preference of remaining with the same retailers who understands their needs properly. Not every customer wants to waste time and effort looking for new retailers every time they want to shop. Once the customer finds its right supplier, they do start to relax because they trust the quality service they are going to get. Thus, customer tend to form a close personal relationship with its supplier which matches their quality of life and then will also add immediate benefits to the actual service provider. (Smith, 2000,pp. 13,14).
· From Customer Loyalty To Customer Relationship Management (CRM).
Customer loyalty has always been a part of debate and every author has his own views for it .According to Rigby et al (2003,pp 1)10 “Winning customer loyalty is the key to a winning CRM strategy”. CRM can be considered as a powerful tool in creating a system that can provide a means for retaining customers and to motivate valuable customers to remain loyal. (Jill dyche, 2002, the crm Handbook,pp 4) & Paul Greenberg, 2001 crm at the speed of light,pp 5). It emphasises on developing long term relationships with our customers in order to convince them to buy more and visit stores more frequently.( Uk retail report,1999) And to do this it is very important that we know our customers well enough, to determine what kind of relationship they want to have. Rigby et al (2003,pp 1)10

Every time a customer approaches a business, they come with some expectation in their mind. A customers interest could be a new product or a service in need.(Paul Greenberg) But here it is the organizations opportunity not only to provide enough satisfaction for the customer but also to learn more about the customers needs, buying behaviour and preferences. (11) Study also reveals that customers often switch to the competitor after having one or two bad experience. (12)

Additionally, in simple words CRM means managing all customer interactions and using information about the customer to efficiently interact with them in a better way every time they interact with us to form a better relationship. This is referred as 3 stages in the customer life cycle. (Edelstein, Unknown)pdf
Customer life cycle:
· Acquiring customers.

· Increasing the value of the customers.

· Retaining good customers.
Source: (Edelstein, Unknown)pdf

Thus, to understand what is really needed, a strategic and integrated approach to CRM is a must, with processes made to meet the accurate customer needs, a culture that focuses on the importance of the customer and together with the technology that enables the better understanding of the customer insight and knowledge. (11)

Furthermore, the CRM focus starts with the formation of the customer-focused strategy. Thus to develop a customer strategy it is very important to know what customers do we as an organization want and how valuable they are going to be for us.(10) It is also very vital to understand their needs and wants as it will help us shape our organization in order to deal properly with them. Rigby et al (2003,pp 2)10 Additionally, the goal of CRM here is to treat every customer as an individual rather than a group. (Jill Dyche). Developing a customer strategy includes the knowledge of the following questions.
· Who are your profitable customers?

· What drives that profitability?

· How do you segment your customers?

· Why do they buy from you and not your competitor?

· What percentage of population do these profitable customers represent?

· Can we find more customers like them?

· What do you have to do to make these profitable customers do more business with you?

· How are you going to manage the less profitable customers to cut the cost of serving them?

· What information do you have on your customers?

· Is your information reliable, dynamic and up-to-date?
Rigby et al (2003,pp 1)10 further suggested that once a clear picture of the target customer and market is achieved, research must be conducted to understand what these customers want from us as an business.

However, once the customer focused strategy is build and backed up with a specified organization, it is for us to decide how much CRM Technology do we really need. Paul Greenberg (2001,pp 39) emphasized that technology in CRM is more over acknowledged as the driver of the strategy. It can process transactions more quickly, provide better information about the customers to the front line employees who interact directly with them and control the supply chain more resourcefully.

In addition, Ronald s. swift, (2001,pp 76) concluded that “In order for a successful CRM, a culture must be formed to gather customer specific information that enhances our customer information database”. Every interaction with the customer should be seen as an opportunity to collect additional information. This information adds to the data mining process and also forms the biggest assets of the company to form a relation with its customers.

Data mining software here deals with the process of extracting meaningful outline from large quantities of unrelated data. According to (Edelstein, Unknown)pdf data mining is a process that uses a variety of data analysis and modelling technique to identify the correct relationships and correlations of data to make accurate predictions. Data is analysed to an extent to reveal the proper judgement. The results of this process can be useful for the company and thus can be used in marketing a specific product according to the customer preference. (Bergeron, 2002,pp. 80)

Data analysed in this process can help us focus on the right prospect and help us identify the good customers who are about to leave. It also gives us an advantage of responding to each customer in the best possible way which reduces the cost of allocating our resources. (Edelstein, Unknown)pdf

CRM software can also help us increase customer loyalty by tracking the customer defection and retention levels. Once again, CRM technology can help us establish the best customer focused process. Rigby et al (2003,pp 3)10

Figure:4 How is Information Used & collected From the Customer.
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Finally, CRM also fails at various levels. Rigby et al (2003,pp 1)10 research revealed that CRM also fails at times when executives don’t understand the customer value, what to buy and how to get the most out of this powerful tool. The author also argues that Technology is not the answer as it can’t replace the hard work. It is just a basis on which CRM operates. The correct understanding of its technique is very important to get most out of it. The correct use of information collected from CRM could lead to a profitable business.
Importance of technology in building customer loyalty and retention.
With the arrival of internet it has come to no surprise that it’s harder for every organization to keep a customer. Internet not only gives a customer a better choice but also allows him to step ahead and check out the competition for a better deal. (10)

With rapid increase in use of internet and intranet, there has been new possible ways of doing business together with new methods of carrying transactions and communicating with customers (Smith, 2000,pp. 11) With shopping made easy, customers appreciate not having to go out and shopping from home. (Book Xerox)

The emergence of internet has also given new opportunity for customer relationship building. Technology has allowed the collection, storage and analysis of huge amount of customer data easy and has further resulted in substantial cost saving. (Fill, 2002)

Moreover, with rapid increase in technology it also enables the building of customer loyalty and retention. (Book Xerox) With the help of IT and database marketing now it is easier to manipulate thousands of customer records and identify the most potential customer out of it. Every customer records contain not just its identification information but also include the marketing information which is available to the company during every transaction so that it could respond according to the customer needs. This information recorded over time on the database also reduces the need of marketing research done my marketing companies.( Payne et al, 2001,pp. 282) Research done by Jardine, 2000 cited in (Fill,2002, pp 564) suggested that companies such as Tesco have already saved over £500 million through the proper use and analysis of customer data.

In addition, Bergeron (2002,pp.79) comments that technology has also embedded the frequent use of data warehousing. Data warehousing is considered one of the most important tools of the CRM as it works as a central database with large amount of data feed in it for use by administrators, call centre users, managers and other authorized users. Further Book xeroxpp76 also added that “Data warehouse is used as a platform where it has become the basis upon which specified business goals can be achieved.”

Thus, it becomes clear that with the use of technology in business units it is efficient to create and use a data warehousing which is highly productive. Book Xerox. In addition, new technology has also allowed supermarkets to scan purchases at the check out and record the data for future promotion schemes. (Fill) With the proper analysis of the information collected it is easy to identify who are our true loyal customers. Technology also made a big impact on the sales promotion where coupons of competitive brand gets automatically dispensed at the checkout once a product has been scanned. (fill, 2002,pp 747)

In the opinion of Payne et al, (2001, pp. 238, 239) it is not only important to identify the right customer but also to provide the proper service, understand complains and satisfy them. Technology plays a vital role again here backing up by call centres where every interaction with the customer on the phone is collected and analysed again to reach the satisfaction level. Also, information about a product could be sent to the customer if requested through e-mail.

Finally, “Technology has enabled the collection, storage and analysis of customer data to become relatively simple, cost effective and simple.” (fill, 2000, pp. 670).

Further more, with the arrival of new sources and forms of information and its increase use by various organizations it has come as a great victory for very organizations to make future predictions about their customers and sales. Technology has also been very beneficial when it comes to marketing communication and advertising. A rapid advance in technology thus allows us to give more personalized approach when it comes to communicating with our customers. This helps us to target and identify the potential customers more precisely.

2.6 Gaining competitive advantage with Customer Loyalty Programs.
“The goal of these programs is to establish higher level of customer retention in profitable segments by providing increases satisfaction and value to certain customers.”

Bolton et al,2000, p.95

Every business wants to earn profit, acquire, satisfy and retain customers. The primary purpose of every loyalty program is to provide information in order to achieve these objectives. (Brian woolf pdf book) Author such as Leech, peter, (2002FMI) define a loyalty program as an“electronic method of identifying customer purchases and translating that information to reward customers based on their shopping habits”. According to research done by Food Marketing Intitute,2002 about 40 percent of retailers provide loyalty programs with more than 80 percent of customers engaging themselves in more than one loyalty program. This is supported by Byrom (2001) cited in (Turner and Wilson,2006)Tesco gro who argues that there are over 150 loyalty Programmes in UK with more than 40 million loyalty cards circulating over.

Authors such as Dowling and uncle, (1997,pp. 71-82) further emphasised that any retailer that switches to a customer loyalty program usually want to increase the value of its existing customers, encourage them to buy more and to retain their customers from going. Each time a customer makes a purchase; his card is scanned to add more value to his card by earning points. These points can be further exchanged for a reward. The data collected in this process is further used by companies to track down the sale and the buying behaviour of the customers for a long lasting relationship.

A even broader definition is thus presented by Sharp and sharp, (1999,pp.474) cited in Pohl, 2007,pp.23 who defines loyalty schemes as “loyalty programmes are structured marketing efforts, which reward and thus encourage loyal behavious”.

Commentators such (Robert kenley,2005) & Dowling and uncle added that the statement ‘loyalty schemes can help cost less to serve a loyal customer’ is considered very sensitive and could be just a simplification. They also suggested that what brings a customer in a business is the perception of value they intend to get through a loyalty scheme. This is emphasized by Robert kenley,2005 who states that a success factor for a loyalty schemes is also the reward that connects the customer to the brand and motivate the customers to purchase more. The author also suggested that a loyalty program often fails as company fail to build a unique reward for its target customers. Not surprisingly this results in losing customer as they will switch to other loyalty programs.

Important criticism of loyalty are highlighted by Omar, 1999,p. 117, adding that card based loyalty schemes also costs much to a company when it comes to its implementation and promotion. It could also result to a huge loss for a company if the customer benefits and other requirements desired from its implementation are not achieved. Dowling and uncles,1997 further supported this statement emphasizing that loyalty schemes do not alter market structure but increases market expenditure without creating any extra brand loyalty. (Wed A).

According to Nick Wreden, cited in (web D) suggest that every company that initiates a loyalty program wants their customers to purchase more but then comments that it’s a step towards failure as loyalty programs should act as a thanks giving to the customer rather then encouraging them to buy more.

The more critical of commentators may support Omar, 1999 and Gilbert, who suggests that many customers don’t really get into a loyalty program as they are suspicious of retailers that may mislead the information they have. Based on an empirical study done by Boston University, (Web B) 52 percent of customers are concerned about how much of their personal information is collected by companies. Omar, 1999 also added that the effort to lure customers to make more purchase may not sound always good as customers hold more than one loyalty cards and have the option of shopping wherever they want.

However, after an investigation (Mario, Churchill, 2007 ) gives a more positive reflection on the use of loyalty programs. He argues that the use of loyalty schemes can also result in customer retention and help a company in gaining competitive advantage. He also emphasised that loyalty schemes can also be used to weed out unprofitable customers who are ineligible to join or receive the rewards. (Brain Woolf, further supported this statement by stating that loyalty schemes can also help a company turning its unprofitable customers into true loyal customers by its rewarding scheme.

Finally, loyalty cards can also be viewed as nothing but a sales promotion scheme.(Omar,1999) It should come to no surprise that card based loyalty schemes can be very expensive investment for any company but if carefully implemented can result in brand building and could lead to customer retention. Further it can also be concluded that with the growing number of customers and loyalty schemes, customers will alone belong to several loyalty schemes and would not be loyal to a single scheme for long.
Tesco Clubcards.
With Tesco’s launch of Clubcards in 1995 and Clubcard plus in 1996, it took a huge competitive advantage by becoming the largest food retailer in the UK. (gilbert, 2003) With more than 15 million customers registered to its loyalty scheme and with 12 million active users, Tesco is considered as a giant who knows how to target its customers. In a research done by David White, 2005.(web D) since the launch of Tesco’s Clubcard in a period of five years its sales has increased by 52 percent with its expansion improved by 150 percent and is still considered to be growing at a constant speed.

In a consumer research done by Andrew Fearne, cited in (web F) £1 in every £7.56 spend by consumers in UK is done in Tesco. How did Tesco do it was the big question for every retailer. According to Brian Woolf, (2001.pp.99) and Andrew Fearne, cited in (web F Tesco 80 percent of transactions at Tesco’s go through clubcards resulting in collection of huge number of data updated on a weekly basis.

Using information from this wealthy customer database which includes 10 percent (1.2 million) of consumers, Tesco has stepped ahead on focusing in customer retention, sales, prising and its new business development. (brain, woolf, 2001,pp.99,98)

As commented earlier by Nick wreden, that loyalty schemes should act as a thanks giving to the customer instead of forcing them to buy more. Tesco gains enormous competitive advantage here by its Clubcard scheme by offering more than rewards to its customers as thanks giving to purchase from them.(Humpy and hunt,) web g
Tesco’s CEO Terry Leahy, states that “the goal of clubcard is to earn and grow the lifetime loyalty of the consumer…..to add value to consumers in the form of services, product range, price as well as enabling the company to say ‘thank you’ to its customers” (Brain woolf, 2001,pp. 99)

In addition, many authors such as kotler et al, Richheld, devon White,2005, Humpy et al, 2004 believe that Tesco reward system also played a vital role in its success. To bring interest within their customer’s money off vouchers were send to customers participating in the scheme. Alternatively customers were also rewarded from the collection of points which entitle them for discounts, free items and other incentives such as Air Miles. In a research done by Susie mesure,2003 web h in a period of seven years starting from 1995 to end 2002 Tesco has waved goodbye to more than £I billion of it profits for its customers, in forms of discounts and money off vouchers it has handled the cash back to its customers to thank them.

According to president of PepsiCo cited in Humoy et al,2004,pp.xi ( web G) customer loyalty schemes are not a new idea, they have been around for more than 100 years, but what Tesco has done is to develop a contemporary version of the original concept which goes much further in developing an active relationship with its customers.......and the key driver of this that the scheme is integral to Tesco’s stated core purpose…..’Every little helps’.
Tesco clubcards scheme also includes participation to various clubs such as Tesco food club, wine club, baby club and healthy living club (Tesco.com). Rahman, uwic here suggest that customers who are loyal to particular retailer value help and advice same as cash. Tesco club provide information to a customer that helps them most at times such as cooking tips, baby care information for parents and health related ideas.

Finally, by treating its customers according to their behaviour and targeting the right customers, Tesco has made an example of how effective loyalty cards are if used correctly. (Devon wylie, 2005(webE). Company such as Sainsbury with their savers card and Asda with its loyalty card have already failed in their loyalty scheme which resembles no understanding of what their customers want. In addition, Rahman, (2004,pp. 59) argues that a loyalty program should also be taken as part of the company decision making criteria to understand the customer at every stage.
Conclusion
In simple words customer loyalty is the key that drives the success of every store. Customer loyalty is the commitment that a customer builds towards a particular store. A customer remains loyal towards a specific store only till he or she is satisfied and gets what he expects from that store. Customer loyalty toward a store builds over time and if remains for long cost less to the company increasing the profits. The more time the customer spends with a store the more knowledge the organisation gets about his specific needs. It is very important to give value to our customers and give them what they expect.

Furthermore, a clear understanding of our customer’s behaviour is also very important. It not only helps us to properly communicate with them but also helps us to understand their buying pattern and style. Authors also argue in the literature that more focus should be given on customer retention than focusing on acquiring new customers. It not only costs less for the company but also helps in forming a long relationship with our customers which in turns increases loyalty. Market share is not a big question for retailers now; their big focus is now on customer retention.

Moreover, the literature also gives us a wide understanding of Customer relationship management (CRM) in creating true loyalty. CRM tool involves analysing the gathered information to understand the customers and deal with them more effectively in the future. It helps us to understand what customers need from us as a retailer, what they buy, identify our profitable customers and many gives us many other answers which could lead us to form the right strategy.

Another form of retaining customers could be achieved by the use of loyalty cards. In simple words it can be also be known as a reward process where a customers gets rewarded for his purchases. Every time a customer uses his loyalty card, information is saved into the data base for further analysis. Many customers also remain loyal to a particular store with perception of the reward they intend to get. Companies such as Tesco have already gained competitive advantage with their loyalty clubcards. According to Hunty et al,2004 a loyalty program provides a two way flow of information and the information stored is of enormous value and must be analysed and used well if true loyalty is to be achieved.

