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1.0 Introduction

This study was created in response to a request from TESCO PIc’s upper management
on October 5, 2023. The purpose of the report is to evaluate the efficacy of TESCO’s
Relationship Management system as well as the significant influence the system has on
TESCOQO’s customer relationships. Relationship management is an essential component
of contemporary corporate strategy, and it is particularly important in the retail industry
(Sapry et al., 2022). As a result of TESCO'’s steady expansion and success in the
market, the company’s approach has attracted a lot of attention. This report’s purpose is
to offer a complete analysis of TESCO’s Relationship Management system by
investigating the strategies and procedures that have led to the system’s success. It is
possible to get useful insights not just for TESCO but also for the larger business
community as a whole by gaining knowledge of how the company cultivates and

maintains its connections with its customers.

The information that is provided here is derived from a comprehensive analysis of
academic texts, reports from the industry, and official papers issued by TESCO. This
was done so that this evaluation would be as rigorous and objective as possible. In
accordance with the instructions that were provided, primary research techniques like
surveys and interviews were not conducted for this project. This is an important aspect
to keep in mind because primary research methods are among the most reliable
(Chakravorti, 2023). Recognising the ever-changing dynamics of modern retail and
customer interaction requires an understanding of TESCQ’s approach to relationship
management as well as the influence that strategy has on the company’s customer
relationships. This report intends to shed light on the methods that have made TESCO a
dominant player in this industry, and it lays the groundwork for a full analysis of the way

in which they conduct their business.




2.0 Findings
2.1 TESCO'’s Historical Development

Since its founding in 1919, TESCO has been an influential company in the British
retail industry (Tesco, 2023). TESCO has seen massive increases in revenue, profits,
and market share during the previous decade. Sales in the United Kingdom and Ireland
during TESCOQO’s 2022/23 fiscal year topped £60 billion, an increase of almost £3 billion

from the previous year.

TESCO’s strategic expertise in retail is on full display in the company’s continued
expansion. According to Statista (2023), TESCO’s annual sales reached £57.4 billion in
2022, up 6% from the previous year. Revenue for the firm is shown in Figure 1
(Appendix 1) for the previous ten years (Emma Bedford and 19, 2023).

TESCOQO’s mission statement, “Our fundamental purpose is to provide Britain’s
customers a little more effective every day,” emphasises its uncompromising dedication
to customer-centricity (Tesco, 2023). This belief is important to TESCQO’s business
practices and guides the company’s emphasis on Relationship Marketing. TESCO’s
customer engagement approach relies heavily on relationship marketing since it
parallels the company’s commitment to superior customer service. TESCO has
developed loyal support from its wide range of customers by catering to each group’s

specific wants and demands.

Sarah Smith, a well-known expert in the field of business research, offers some more
insight into the relevance of this customer-centric strategy. Smith notes that TESCO’s
continual growth and success can be traced back to the company’s dedication to
establishing strong ties with its consumers. Not only have sales increased, but customer
loyalty and satisfaction have skyrocketed as well (Sharmaa et al., 2022).

TESCO’s 92% customer satisfaction rating is impressive and indicative of the happiness
of the company’s clientele. The effectiveness of TESCO’s marketing and customer
service efforts is evidenced by a 15% increase in customer volume over the past two

years (Tesco, 2022).




This success was not accomplished by chance but rather via the consistent application
of Relationship Marketing techniques. TESCO has evolved to meet the needs of its
customers, who have diverse interests, by stocking a wide variety of items. Offering a
wide variety of novel items, in addition to targeted discounts and enhanced service, is
only one way to strengthen relationships with regular buyers over time.

The history of TESCO, a company known for its forward-thinking ideas and rapid
evolution, is essential to a full appreciation of this accomplishment. The company’s
success in the retail sector may be attributed to its ability to respond to changing
consumer tastes and market situations (Garczarek-Bk et al., 2021). TESCO has grown
and expanded throughout the years because of its unwavering dedication to its clients.
The company’s declared purpose of “building meaningful relationships with our
customers” may be responsible for its growth and success. The following parts of this
analysis will go into the specifics of TESCQO’s Relationship Management system,
including the methods used to gather and evaluate customer feedback.

2.2 Data Collection and Analysis

TESCO uses a wide variety of advanced data collecting and analysis methods in
its aim of building and deepening customer connections (Ajibola, 2022). The use of
such practices has allowed the firm to not only sustain its market position but also to
consistently enhance its clients’ purchasing experiences.

One of TESCO'’s primary strategies is to use consumer data obtained from multiple
sources, including loyalty programs, internet interactions, and in-store sales. Data
scientists carefully gather, organise, and analyse this mountain of information (Worme,
2023). TESCO is able to develop an in-depth familiarity with its clientele because of the
abundance of consumer data it has collected from a wide variety of sources, which
provides a holistic perspective of customer behaviour and preferences.

Predictive analytics is a vital element comprising TESCO’s data strategy. The business
is able to accurately estimate and anticipate the wants and wishes of its customers due
to this sophisticated process. Predictive analytics is a method for predicting future
consumer behaviour by analysing existing data and identifying trends and patterns

(Woohyoung et al., 2020). This allows TESCO to provide proactive product suggestions,




promotions, and discounts, greatly improving the shopping experience for all of its
customers.

TESCO’s individualised product recommendations are an excellent example of the
company’s use of predictive analytics. The organisation analyses consumer purchasing
histories to determine which goods and services are most likely to appeal to individual
customers. These recommendations are made available to customers via a variety of
channels, including the company’s website, mobile app, and even in-store displays
(Foabeh & Achaleke, 2020). TESCO not only boosts the possibility of sales by
personalising these recommendations to particular consumers, but it also demonstrates
its dedication to understanding and meeting customer requirements.

Predictive analytics aren’t just for making purchases anymore. It can make custom
discounts and special offers. TESCO is able to predict which sorts of sales or discounts
will be appealing to which groups of customers (Al-Suraihi et al., 2020). For example, a
consumer who consistently purchases organic food may receive unique deals on
organic items. This customised service not only makes customers happier but also

makes them more loyal to TESCO.

In addition, TESCO learns about consumer buying behaviours and tastes on a macro
and micro scale through the analysis of client data (Saber & Weber, 2019). Marketing
efforts and strategies can be more effective when they are targeted to certain groups of
clients rather than being generically applied across the board. By dividing their target
audience into smaller groups, TESCO can better adapt their services to each
individual’'s needs and reaffirm their dedication to providing excellent customer service.
There’s no denying the importance of data collecting and analysis for keeping and
expanding the customer base. TESCO is able to quickly adapt to the needs of its
customers because of its dedication to collecting and analysing relevant data. It also
enables TESCO to modify its merchandise, advertising, and customer service to
accommodate the changing tastes of its clientele (Azan & Karimah, 2022). Customers
are more likely to return because of the company’s quick responses.

TESCOQO’s Relationship Management system relies heavily on the company’s expert use

of data collecting and predictive analytics. The organisation is great at providing




customised services like product suggestions and discounts for each unique consumer
because they use customer data and predictive analytics. This dedication to learning
about and satisfying consumer wants and requirements is crucial to establishing and
maintaining loyal customer connections. TESCQO’s segmentation, differentiation, pricing
strategies and ethical and sustainable practices are all essential parts of the company’s
Relationship Management system, which will be explored in further detail in the next
sections of this study.

2.3 Market Segmentation, Pricing Methods, and Differentiation

TESCO has strategically utilised the power of segmentation, pricing tactics, and
product differentiation in its quest for an efficient Relationship Management system. This
is being done in an effort to achieve an effective Relationship Management system
(Yawson & Yamoah, 2022). The sustained success of the firm may be directly attributed
to the vital role that these basic strategies have played in the cultivation of customer

connections.

2.3.1 Customer Segmentation

TESCO responds to the varied requirements and tastes of its massive customer
base by employing customer segmentation, which is a crucial element in the company’s
business strategy. TESCO is able to cater to both its products and its communication
with customers because the retailer divides its customer base into separate groups
based on demographics, behaviour, and purchasing behaviours. This enables the
retailer to address the specific needs of each segment. The TESCO customer
segmentation technique is illustrated in more detail in Table 1 (Appendix 2), which offers

a broad overview of the strategy (Patel & Swamy, 2023).

TESCO guarantees that its customers receive material that is relevant to the unique
interests and requirements they have defined by designing its promotions and product
suggestions for each group individually. The purchasing experience of the customer is
substantially improved by the incorporation of these personalised elements, which

contribute to the development of a sense that they are valued and understood.




2.3.2 Competitive Pricing Strategies

The dedication of TESCO to provide value to its consumers is demonstrated by
the aggressive pricing techniques it employs in the marketplace. This not only drives in
new customers but also fosters loyalty from customers who have previously made
purchases from the company (Wang, 2023). The company has developed an amasing
record for offering good worth for the money invested. This method is required in order
to keep strong links with previous clients in order to ensure further success.

In this light, the TESCO Clubcard program may be regarded as one of the
organisation’s most significant undertakings. This customer loyalty program awards
customers with unique discounts, exclusive offers, and loyalty points for continuing to
buy with the brand. These points may be redeemed by customers for discounts on
future purchases, which further encourages repeat business from these customers. The
increase in Clubcard members that has taken place over the previous five years is seen
in Figure 2 (Appendix 3) (Statista, 2018).

The Clubcard program offers an appealing representation of TESCO’s commitment to
relationship management by demonstrating the company’s commitment to offering
affordable prices. It not only encourages client loyalty but also captures vital data on
consumer preferences and behaviours, which can then be used to shape future
products and promotions (Garczarek-Bgk et al., 2021). TESCO is able to better serve its
consumers by adapting its price and promotional campaigns because of its capacity to
monitor and evaluate the spending habits of its customers. According to a study of
consumers that was carried out in the United Kingdom (UK) in December 2013, this
figure illustrates the percentage of customers that make use of the top three customer

loyalty card programs in the country.

2.3.3 Product Differentiation

The company has a wide selection of private label products to suit its customers'
preferences and budgets. This strategy ensures that TESCO can serve customers with

a range of budgets by providing a wide range of options (Chatterjee et al., 2020).




Private label products have not only expanded TESCO’s product offering but also
strengthened the retailer’s client loyalty. TESCO has been successful in gaining the
confidence and preference of its customers by providing items at prices that are more
affordable than those offered by national brands of equivalent or even higher quality.
The summary of the private-label product categories carried out by TESCO is presented
in Table 2 in Appendix 4 (Chakravorti, 2023).

This diversified offering not only provides to different customer categories but also
demonstrates TESCO’s dedication to understanding and satisfying the individual tastes
and expectations of its clients. TESCO offers a wide variety of consumer groups
because of its diverse offerings.

In the simplest terms, the skilled use of segmentation, competitive pricing tactics, and
product differentiation by TESCO has been an essential component in the improvement
of the company’s Relationship Management system. TESCO is now able to give its
consumers personalised experiences, bring value to them, and offer a wide variety of
options as a result of implementing these techniques (Hoppe & Kleinen-von Kénigslow,
2023). These aspects, in turn, contribute to increased consumer loyalty as well as
satisfaction.

The next portion of this study will examine TESCQO’s adoption of sustainable and ethical
procedures and how they have aided in the evolution of the company’s Relationship
Management platform.

2.4 Ethics and Sustainability

The continuous commitment of TESCO to ethical practices and environmentally
responsible business practices is an essential part of the company’s Relationship
Management system (Zhao, 2021). The organisation has adopted a variety of ethical
and environmentally responsible business practices, which are in agreement with
previously established models and theories, which have a substantial impact on the
company’s customer interactions. The effort that TESCO is making to limit the amount
of waste produced by plastic has gained attention in light of growing environmental
concerns. The company is actively working to reduce the amount of single-use plastics
that are used in its operations by, among other things, lowering the amount of plastic

packaging that is used on its own-brand items and encouraging the use of reusable




shopping bags (Nguyen & Li, 2022). These acts have a significant resonance with
customers who are environmentally sensitive, which strengthens the customers’ loyalty

to a business that is devoted to decreasing the impact it has on the environment.

In addition, TESCO places a high priority on responsible sourcing, which ensures that
items are obtained in an ethical and environmentally responsible manner. Customers
are given the peace of mind that their purchases adhere to ethical and environmental
standards as a result of this process, which in turn helps to create trust in TESCO'’s
dedication to ethics and sustainability. Customers who value companies that contribute
positively to society are more likely to use TESCO because of its many community-
focused activities and partnerships. These ethics and environmentally responsible acts
are congruent with conceptual frameworks such as the Triple Bottom Line and
Corporate Social Responsibility (CSR) (Sapry et al., 2022). They reaffirm TESCO'’s
dedication to achieving sustainable growth while placing an emphasis on the protection
of the environment and the advancement of society.

Customers who are concerned about the environment find these activities appealing,
and they see TESCO as a brand that is responsible and conscientious, which
strengthens their preference and loyalty to the retailer. These acts help considerably to
attain “Customer Centrality” in terms of Relationship Management. They do this by
strengthening customer loyalty and building a more meaningful relationship between
TESCO and its customers.

3.0 Conclusion
3.1 Successful and Future Developments

Finally, TESCOQO’s Relationship Management system has been a huge success,
due to a dedication to customer service, data-driven decisions, successful
segmentation, price-competitive tactics, and ethical sustainability practices. These
aspects have not only contributed to the expansion of the business but also to a
strengthening of the customers’ loyalty. TESCO is customer-centric because it centers

its everyday operations around satisfying its customers’ needs in the best possible way.




It has been essential for TESCO to first gain an understanding of their customers’
preferences and then work to satisfy their requirements in order to create deep and
enduring ties with our customers.

Data-driven decision making made possible by predictive analytics has allowed TESCO
to offer customised product recommendations and marketing campaigns. As a result,
both customer happiness and the quality of the customer experience have grown. By
analysing consumer data and tailoring product offerings to certain groups, TESCO has
provided shoppers with an improved shopping experience. The Clubcard program is an
excellent example of a competitive pricing strategy that delivers customers value and
perks in exchange for their continued use, which in turn strengthens customer loyalty.
TESCOQO’s customer connections are further strengthened by the company’s adoption of
ethical and ecologically responsible business practices. This is especially true of
customers who are environmentally conscientious. TESCO should make investments in
advanced data analytics, prioritise individualised customer service, and adapt to
developing customer preferences, including internet shopping and environmentally
friendly solutions, to ensure that the company will continue to be sustainable. To keep
solid customer connections and provide better service to clients on a daily basis, it will

be essential to be attentive to the shifting dynamics of the market.
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Figure 1: Revenue for the Tesco group in the UK, 2015-2023 (Source: Emma Bedford

Appendix 2

and 19, 202).

Table 1: TESCO’s Method of Customer Segmentation

Customer Segment

Families

Characteristics
Customers at the
supermarket on a
consistent basis, families

with children

Targeted Promotions
Family-sized product
discounts, kid-friendly
snack sales, and back-to-
school specials

Health Enthusiasts

Customers concerned with
their health and organic

food consumers

Health food sales, gym
membership deals, and

organic product
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Tech-Savvy Shoppers

Senior Citizens

Those who frequently
purchase online and were
among the first to adopt

new technologies.

Customers in their golden
years, faithful store

customers

suggestions are all on
sale.

Early access to online
sales, exclusive discounts
on electronic devices, and
other exclusive online
perks

Seniors receive discounts,
individualised service
when shopping, and loyalty
rewards for their

patronage.
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Appendix 3
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Figure 1: Membership growth for TESCO'’s Clubcard, 2018-2023 (Source: Statista,
2018)
Appendix 4

Table 2: The product categories of TESCO's private label

Classifications of Private Key Features

Label Products

Tesco Finest Products of the highest Excellent flavour and
quality and refinement superb quality ingredients.
Tesco Organic All-natural and eco-friendly = Produced in a sustainable
alternatives manner and certified
organic
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Tesco Everyday Value

Tesco Free From

Affordable and cost-

effective options

Specialty and allergen-free

products

Options that are cost-
effective without sacrificing
durability

Respect for Individual

Dietary Preferences
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