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1.0	Executive Summary

The purpose of this report is to review the marketing approaches taken by Tesco plc, the supermarket who holds the largest market share in the UK.

Looking firstly at PESTLE analysis which provides an overview of the external factors affecting Tesco’s environment. This analysis has shown the extensive political pressures that currently exist due to Brexit, war in Ukraine, taxation and inflation. These factors are putting pressure on supply chains availability, production costs and importing.  The current cost of living crisis is a main focus for Tesco advertising, there is more pressure to compete with the low cost supermarkets as they continue to increase their share of the market.
The Clubcard loyalty scheme is a valuable asset to Tesco, there are some issues around ease of accessibility to all customers, the limitation of the Clubcard prices and how they can be targeted towards certain products that do not necessarily meet customers’ needs or support Tesco’s CSR. 

Looking then at the Marketing mix operated by Tesco, this is the combination of elements that make up the marketing strategy focussed on 7 characteristics – Product, Price, Place, Promotion, Process, People, Place. It can be seen that Tesco works hard to ensure all 7 elements are addressed effectively in their marketing strategy. They ensure their strategy matches customer’s needs, creates competitive advantage, is well blended together and matches their resources they have available. Segmentation of the market is critical to offer targeted marketing and the development of products and services to match every segment.

Evaluating the Value Creation Process in operation, Tesco ensures that they create value across all aspects of the shopping experience which in turn creates value for the customer, the company and their collaborators.

Reviewing the selection of media used by Tesco, it can be seen that they heavily invest in TV, newspaper and social media advertising campaigns such as Aldi Price Match, Clubcard Prices, Everyday Value and emotion inducing advert like Food Love Stories.

In conclusion, Tesco is effective in its marketing strategy, they understand their market well and have developed products to match, the Clubcard is an effective tool for creating value and data collection.

It can be recommended that Tesco strengthen supply chain resilience, improve Clubcard accessibility and transparency and to continue to work on enhancing digital marketing strategies.









2.0	Introduction

According to Fahy and Jobber (2019), the modern concept of marketing can be defined as ‘the achievement of corporate goals through meeting and exceeding customer needs better than the competition’. 

2.1	Company Background
Tesco plc is a British supermarket, founded by Jack Cohen, which opened its first store in London in 1929. It currently employs 337,000 staff and with group sales of £57,656M (Tesco plc, 2023). Tesco’s core purpose is - Serving our customers, communities and planet a little better every day.

The Clubcard loyalty scheme was launched in 1995 and currently has 21 million members in the UK. The scheme rewards customers with points for every pound spent which can be turned into vouchers to spend in-store or on partnership rewards (Grocery Gazette, 2023). Tesco was the first supermarket to launch a loyalty scheme (Marketing Week, 2019) and this allowed Tesco to overtake Sainsbury’s in the market share stakes (Tesco plc, 2023). 








Since its conception Tesco has diversified into other markets such as fuel, financial services, insurance and clothing. Tesco holds the largest share of the UK supermarket industry (27.1%), (Marketing Week, 2023).
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3.0	Main Findings

The marketing environment of an organisation can be sectioned into the macroenvironment, broader forces that affect the company and environment, and the microenvironment, the forces at play in the organisations immediate environment.
Macroenvironment


Political & Legal
Microenvironment


Economic
Distributors

Ecological
Suppliers
Competitors
Tesco

Customers

Social
Technological


			The Marketing Environment (Fahy & Jobber, 2019)
An organisation has limited control over the macroenvironment but will have greater control over the microenvironment. An organisation the size of Tesco does yield a reasonable level of power and influence in both environments.

To evaluate the marketing environment within which Tesco operates one can apply several analytical tools.











3.1	PESTLE Analysis of the Tesco

	P
	E
	S
	T
	L
	E

	Political
	Economic
	Social
	Technological
	Legal
	Environmental

	· Political stability of the countries Tesco operate in will determine marketing approach.
· Government policies and regulations, i.e. taxation, licencing laws, import/
export.
· Government pressures on ethical trading and sustainability in the food chains.

	· Current cost of living crisis.
· Inflation rates, interest rates.
· Cost of advertising campaigns and effectiveness
	· Ethical issues of charging different prices to different people depending on loyalty status.
· Changes in consumer habits – increased preference for vegan, gluten free and sustainable products.
· Cultural diversity within a country or area of the UK
	· The Clubcard relies on customers using an online app, restrictive to many elderly people.
· The data gathered from Clubcard users can inform marketing direction.
	· Issues surrounding data protection and storing of personal details.
· Legal issues of charging customers different prices for the same product.
· Not displaying unit prices on Tesco Clubcard offers. 
	· With Tesco Clubcard pricing, the supermarket can manipulate the items consumers purchase by lowering the price, these items may not be the most environmentally friendly goods.
· Corporate social responsibility and marketing.



Political
The political landscape of each country will influence how Tesco is performing and what approach their marketing should take. In countries like Ukraine where war is raging, the marketing focus would be on supporting people, offering best value and ease of shopping. 

Economic
There has been increased competition from the low cost supermarkets with Aldi and Lidl named fastest growing retailers in the UK in 2022 (Bayford, 2022). Data shows how Aldi has overtaken Morrison’s on grocery market share (Kantar, 2023).
According to Kantar (2023), grocery price inflation stands at 17.2%. This is slowly starting to shrink but consumers are having to shop differently to manage this by buying fewer food and drink items, luxury items are purchased less, fish and poultry sales decreased by 13% in 2022 and supermarkets value ranges are more popular (Bayford, 2023). 

According to Statista, Tesco’s advertising spend in 2021 was 81 million holding the position of Biggest Advertising Spender (Statista, 2021). This is a huge financial investment for the supermarket giant and they must be sure on the return.

Social
There are ethical issues that impact the Clubcard scheme like charging significantly higher prices to non-members. These could include the elderly, homeless and tourists as they are unable to sign up for a card. They are being unfairly disadvantaged and are a section of society that should be protected the most (This is Money, 2021).

The marketing direction of Tesco will be influenced by the increased demand for alternative product ranges such as gluten-free and vegan. Tesco cannot always rely on providing best value to customers as these products are significantly higher to produce. This issue was considered in a journal article (Bamford, 2021) where it was discussed that the impact of the Covid-19 pandemic, Brexit and political unrest have led to a perfect storm for these grocery items to soar in price. Tesco would need to focus their marketing on the large range of products readily available rather than on price.


Technological
According to website Economy, the Clubcard scheme is creating a divide between elderly people and the rest of society. In order to get a Clubcard you have to apply online using an email address but 4.2 million over 65 year olds have never used the internet and only 19% of this age group own a smartphone (Rahman, 2022).

Legal
Tesco has been reported to the competitions watchdog CMA, by consumer magazine Which, for not displaying unit prices of Tesco Clubcard deal prices, thus making it unclear for consumers to see which ‘deal’ is the best value. Often it has been found that the Clubcard price is not offering best value and the consumer would be financially better off to go with a larger size of the same product (Butler 2023).  

Environmental
Tesco may not be offering Clubcard prices on the most environmentally friendly products taking away the option from the consumer because the focus on price is so critical. 

Supermarkets use Corporate Social Responsibility (CSR) as a marketing tool, Tesco puts its CSR simply as focussing efforts on practical activities that make a difference: maximising the benefits they bring and minimising any negative impacts (Tesco, 2023).



3.2	Tesco’s Marketing Mix
The Marketing Mix is the combination of elements that make up a successful marketing strategy, differentiating an organisation from the competition. The theory is made up of 7P’s – Product, Price, Place, Promotion, People, Packaging and Process.

Prior to Tesco establishing a successful Marketing Mix, it must first carry out a market segmentation exercise. The importance of market segmentation was discussed by Jobber and Ellis-Chadwick (2019), by dividing the total market up into segments that the organisation serves, a single marketing mix strategy can be developed to match each segments requirements.

This diagram shows the advantages of market segmentation
Target market selection




Differentiation
Tailored marketing mix
Market segmentation




Opportunities and threats



Jobber and Ellis-Chadwick (2019)


Segmentation must follow four key principles: group customers on characteristics that are relevant to their likely response to a product; segments should include customers with similar characteristics; segments should be different from one another; they should be comprehensive meaning that they include all potential customers (Chernev, 2014).
Organisations can use several factors to segment the market – behavioural, psychographic and profile segmentation (Jobber and Ellis-Chadwick, 2019).
Some examples of segments within the Tesco: 
· Family friendly, low cost consumer.
· Affluent consumers, looking for a range of quality products.
· Health conscious consumers
It would be impossible to define a definite target market for Tesco in general as they have developed a range of products which allows them to target almost every segment of the retail sector with a different product offering.

Tesco will use the Clubcard to aid segmentation, with 21 million members (Grocery Gazette, 2023), they have significant data on a wide variety of customers and this is used to target their marketing efforts more efficiently and effectively. From this database Tesco knows the buying habits of existing customers, what products they are buying most often and use this information in the marketing campaign to target new customer as well as increasing the spending of existing customers.

Once the market has been segmented, Tesco will decide on which segment to target their marketing efforts towards, then the analysis of the 7 P’s within the Marketing Mix would take place.




The 7 P’s Marketing Mix – Focus on Tesco
Product:
· Vast product lines – value, own brand, branded.
· Large product range – clothing, fuel, financial.
· 




Physical Environment:
· Modern, well laid out stores.
· Café and toilet facilities in larger stores.
· Range of parking spaces 

Price:
· Cost leadership – keeping prices low.
· Clubcard Pricing – rewarding loyalty.
· 




Tesco Target Market





Process:
· Self-serve ad operated check-outs.
· Time given to pack shopping compared to some low cost supermarkets.

Place
· Variety of store types – Express, Extra, Superstore.
· Established online provision – delivery, Click & collect.






Promotion:
· Regular price promotions – 2 dine, pizza deal, Clubcard prices.
· Multiple purchase discounts.
· TV advertising
People:
· Management presence instore.
· Excellent Customer Service.
· Reward scheme for employees








From this analysis Tesco can see their strengths and where they can offer more that their competitors, this is where they need to focus the marketing efforts.

According to Jobber and Ellis-Chadwick (2019), there are four hallmarks for developing an effective marketing mix:
· Matches customer needs – Tesco have a wide product range that will suit all customer needs. Managers should consider the products through the customer’s eyes and consider segmentation variables and choice criteria (Jobber and Ellis-Chadwick, 2019).
· Creates a competitive advantage – Creating value is not sufficient to ensure market success, an offering needs to be better than the competition (Chernev, 2014). In Tesco they offer value but not necessarily cheaper overall than the low-cost supermarkets. Therefore where Tesco will gain competitive advantage is offering good value but coupled with superior customer service, an overall better shopping experience than their competitors and a broad range of products.
· Well blended – All elements of the 7P’s should blend well together to form a consistent theme (Jobber and Ellis-Chadwick, 2019). If the customer is buying a Tesco Finest product, they will expect the price to be higher, they will expect it to be well packaged.
· Match corporate resources - The marketing strategy will depend on the resources available within an organisation – financial resources, people capabilities. A large organisation like Tesco invest significant resources into their advertising and promotion.

One example of a successful marketing campaign from Tesco, which was their most successful marketing campaign to date in 2017, called ‘Food Love Stories’, a campaign targeting customers looking for high quality food and challenging the perception of Tesco being a value supermarket. This campaign contributed £679m in revenue within just 8 months. This was an emotive and heart-warming campaign and managed to reposition Tesco as a supermarket offering quality food (Gilliland, Nikki, 2019). 







3.3	Value Creation
Value creation happens when companies enter into exchanges with their customers and value should be created at every point the customer touches (Jobber and Ellis-Chadwick, 2019).

Chernev (2014) explains how value can be created through product and service, branding and price. If an organisation can create value in all three elements then they will succeed within the market. Companies are now operating in a fast-moving, customer-centric marketplace, they need to look to update products and services through cost reductions, time savings and quality enhancement (Denning, 2021).

It can be seen in the diagram below, how Tesco create value through their branding. Each of these factors must be considered before Tesco could meet value creation. Alongside creating value through branding, the pricing, product functionality and incentives must also be considered to achieve overall value creation.


Company
Existing strong reputation.




Customers
Luxury items and ease of preparation.

Collaboration
Famous chef’s doing advertising.



Brand – TESCO Finest


Competitors
Similar offering, difficult to differentiate.


Context
Food costs are high.






				Decision Factors, Chernev (2014)

A Harvard Business Review Innovation for Impact (Carlson, 2020) detailed a framework that Carlson created called the NABC Value Proposition. It covers four topics in successful value creation:
· Need – The offering should fill a gap in the market
· Approach – The offering should meets customers’ needs in a unique and compelling way and present an attractive business model for investors.
· Benefits relative to costs – The offering should provide obviously superior value for customers.
· Competition – Customers should find the offering consistently more appealing that the alternatives available from the competition.

If a products does not achieve the framework above then it needs to be altered until it does. 

Tesco’s interim report for 2022/23 shows they are putting a real emphasis on value. Chief Executive, Ken Murphy, says they are the most competitive they have ever been by fundamentally repositioning their value proposition and introducing Aldi Price Match, Clubcard Prices and Low Everyday Prices, thus changing the way customers perceive value at Tesco (Tesco, 2023).






3.4	Effectiveness of Clubcard Loyalty scheme as a marketing tool
The Clubcard loyalty scheme is a major marketing tool for Tesco. It allows Tesco to gather extensive data on its existing customers, this can then be used to inform changes in buying trends and also the marketing mix can be altered to retain these existing customers and to attract new customers. Attracting new customers, from the competitors, is an essential output of any marketing strategy. Secondly it rewards customer loyalty which enhances the relationship with Tesco and the customer.

In research carried out by agency Future Platforms in 2023, the Clubcard was named the UK’s favourite loyalty scheme with 35% of the votes, shoppers felt the Clubcard “gets the basics right” amid the ongoing cost of living crisis (Parr, 2023).

The Clubcard allows Tesco to add value to customers weekly shopping, as well as offering their Clubcard member special lower prices on thousands of items across the store, customers can also collect points which they can turn into money off vouchers in store or for third party rewards. In Tesco preliminary results 2022/23 published 13 April 2023, they have credited their Clubcard prices as a significant part of their ‘most competitive offer ever’ (Tesco, 2023). 

Although the Clubcard Prices have been welcomed by many shoppers Tesco has also received some backlash to this campaign, initial feeling was that it was unethical to charge different prices for the same products depending on your loyalty status, almost blackmailing people to join the Clubcard scheme or be penalised. James Daley of consumer group Fairer Finance said that customers used to be rewarded for sacrificing their data but now it looks like one would have to pay extra in order to protect your privacy. James Walker of consumer data action group Rightly described the Clubcard pricing as ‘daylight robbery’ saying Tesco has recognised the value of customers personal data and that certain customers will be subjected to bias and overcharging (This is Money 2023). 

Tesco was the first to launch lower prices for their loyalty members, but since then other major supermarkets have followed so it looks like it is here to stay. A BBC report says there has been a massive shift in food shopping habits as prices soar, customers are shopping less but spending more, own brands are more popular, the low cost supermarkets will continue to gain market share and customers are turning to loyalty schemes to get discounts (Thomas, 2023). The need to save money is greater than the need to protect your data therefore supermarkets loyalty scheme will become an even more important part of their value offering and will be a key way to entice customers to spend more.











3.5	Selection of media used by Tesco
Supermarkets are now using a variety of sources simultaneously to advertise, they are all vying for the same market and customer perception of their offering is key.

Main communication channels that Tesco operate:
Newspaper advertising
Tesco spends around £40 million advertising in national newspaper brands each year, releasing a campaign every month from February 2021 to August 2022, promoting everyday essentials, Clubcard and also its social and community projects. Tesco has a collaborative display partnership with newspaper agency Reach and News UK allowing Tesco to secure an impactful presence across a number of newspapers, online and printed form. Advertisements will be carefully timed to be on a certain day of the week, around a certain event to ensure they are targeting customers when the most return is likely (Newsworks, 2022). 

Television Advertising
Tesco’s most successful TV advertising campaign has been that of Food Love Stories where real life stories are told centred around food. The adverts are diverse and between the whole series of them, most people will find a connection. In recent years the ‘stories’ element of the adverts have become as important as the food, Tesco knows it is this emotional connect that will win customers (Evans, 2023). In System 1’s Test your Advert software the Food Love Stories adverts are consistently scoring a 5 star rating which predicts how the advert will support long-term market share growth (System1, 2023).

Tesco do not always get it right with their TV advertising, in March 2023 their Clubcard advert was slammed online for being creepy and horrifying, it depicted a shopper extremely happy with the Clubcard prices which then led to an over exaggerated smile and bulging eyes (Nichols, 2023).
[image: ](You Tube 2023)


Social Media
Advertising on social media platforms is now essential, many people are no longer looking at live TV or reading newspapers meaning these traditional methods of advertising have to be enhanced by sharing the advert on social media channels like Facebook, Instagram and Twitter. There are over one billion active users on Instagram and social media advertising can hyper-target ideal clients based on their exact demographics, showing adverts to the correct audience is critical to avoid wasted ad spend (Durants, 2021).

Through the use of social media, companies can track return on investment (ROI) from advertising campaigns, this is essential in order to  remove undesirable adverts and increase well performing campaigns, when done correctly social media advertising can turn small ad spend into large sales return (Durante, 2021).

Other forms of media used by Tesco are an Email to all Clubcard members with this week’s special offers. This is important as Tesco do not need to rely on the customer going to the store to see the special offers, they are showing them the special offers which will encourage them to go to the store when they otherwise may have gone elsewhere.

















3.6	Measuring success
According to Tesco’s media agency Dunnhumby, the ROI of ad spend is £6.60 for every pound spent across the Tesco retail media platform, this is a significant return and one that shows what so much time, money and effort is invested in getting advertising right (Ashley, Nick, 2022).

It can be seen from this review that Tesco’s advertising campaigns are effective, they are reaching out to consumers with the priorities they want – quality, value and ease. As discussed earlier the Food Love Stores ad campaign generated 679 million in just 8 months (Gilliland, Nikki, 2019). The strategic priorities in appendix 1 put value as central to Tesco’s offering, with campaigns like Food Love Stories, Clubcard prices and Low Everyday Prices, they are all centred around achieving these goals. 










4.0	Conclusions
This report has shown that Tesco in conducting their marketing in a correct manner as it continues to hold the greatest share of the supermarket industry year on year.

Politically, there is a lot of pressure on large organisations like Tesco to be providing best value for consumers, this has become more of a challenge due to Brexit and Ukraine unrest putting pressure on supply chains and increasing the cost and ease of importing goods and trading in several countries.

Tesco is focussed on offering value to consumers, their main marketing campaigns have been Aldi Price Match, Clubcard Prices and Low Everyday Prices. The introduction of Clubcard prices has been the most controversial of their campaigns with not all customers being able to sign up for a Clubcard with ease and also issues with clear labelling of unit prices on Clubcard priced items as well as the ethical issues of people being charged higher prices if they wish to protect their personal data.

Segmentation is key to Tesco’s marketing strategy, allowing them to focus their advertising effectively. Looking at the 7P’s, it shows that Tesco is in a strong position with all elements being considered and operating a marketing mix that matches their resources. Tesco cannot compete on price alone as the low cost supermarkets will always have this competitive advantage. Where Tesco gains its competitive advantage is by providing value coupled with range of products and physical environment through various different types of stores from local convenience to large superstore.

The variety of media sources used by Tesco is effective at reaching a wide audience, the majority of which have been successful and yielded good returns on investment. 

Overall, Tesco is focussed on providing value and this is where their marketing is focussed. Their strategic aims (appendix 1) going forward are all centred around the customer and value creation.


















5.0	Recommendations
1.	Strengthen supply chain resilience to enhance value proposition:
Given the challenges posed by Brexit and political unrest, Tesco should focus on enhancing its supply chain resilience through diversifying suppliers and exploring alternative supply options. By doing this Tesco can withstand potential disruptions to ensure a steady supply of goods, keeping prices down and leading to customer satisfaction. Regular market research and analysis should be carried out to understand evolving customer preferences and needs, this will allow Tesco to deliver innovative product ranges and relevant promotions.

2.	Improve Clubcard programme accessibility and transparency:
It is recommended that Tesco address the issues being experienced with the Clubcard loyalty scheme. To address the issue around ease of signing up for a card, it could be made possible to do this at the customer service desk in store providing a physical card, customers could then avail of the discounts immediately. Clubcard prices need to be clearly labelled showing the unit price allowing customers to make an informed decision on value and thus fostering trust and transparency with customers. As other supermarkets have followed Tesco in offering special loyalty prices, this has already become the ‘norm’ and acceptable and therefore does not need to change.

3.	Enhance digital marketing strategies:
While Tesco has effectively utilised various media sources, they should further enhance their digital media strategies, allowing them to reach a wider audience and maximise their return on investment. Emphasising personalised marketing approached based on segmentation to further strengthen their competitive advantage and value creation.
Appendix
Appendix 1 - Tesco’s Strategic Priorities
In their interim report 2022/23, Tesco has listed the following strategic priorities:
· Magnetic value for customers – redefining value to become the customer’s favourite.
· I love my Tesco Clubcard – creating competitive advantage through our powerful digital capability.
· Easily the most convenient – serving customers wherever, whenever and however they want to be served.
· Save to invest – significant opportunities to simplify, become more productive and reduce costs.
(Tesco, 2023)
It can be seen that all of these strategic values are centred on adding value and gaining competitive advantage
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8 s kev. powerful digital capability.
Tesco use a variety of communication channels, main communication channels that Tesco  Easily the most convenient - serving customers wherever, whenever and
operate however they want to be served.

« Save to invest — significant opportunities to simplify, become more
productive and reduce costs.
It can be seen that all of these strategic values are centred around adding

Newspaper advertising
Tesco spends around £40 million advertising in national newspaper brands each year,

The ‘woke’ war - why brands are releasing a campaign every month from February 2021 to August 2022, promoting everyday ©
offending people and what they can do essentials, Clubcard and also its social and community projects. Tesco has a collaborative value and gaining competitive advantage
about it display partnership with newspaper agency Reach and News UK allowing Tesco to secure an

impactful presence across a number of newspapers, online and printed form. Conclusions

Advertisements will be carefully timed to be on a certain day of the week, around a certain
event to ensure they are targating customers when the most return is likely (Newswarks,
2022).
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Television Adverti
Walkers? More like Wa'kers: clevision Advertising

MORE VIDEOS

- Olly’s snack brand takes a Tesco do not always get it right with their TV advertising, in March 2023 their Clubcard
swipe at competition advert was slammed online for being creepy and horrifying, it depicted a shopper extremely
» % 016/020 happy with the Clubcard prices which then led to an over exaggerated smile and bulging
eyes.

jsscolClubcordiodvert Social Media — Facebook, sharing recipe video by top chef Jamie Oliver and dancer Jordan

branded ‘horrifying’ and Banjo promoting healthy food and activities for children. Competitions on Facebook. Cheap,
‘creepy’ online this same video can be shared to multiple platforms like Instagram and Twitter
Company website

Subscribe to Marketing Beat for free

Email to all Clubcard members with this week's special offers. This is important as Tesco do

not need to rely on the customer going to the store to see the special offers, they are

showing them the special offers which will encourage them to go to the store when they
Ti:46 otherwise may have gone elsewhere.
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Is your cat too cool for yauz

Latest ¢
% = T 9)

Campaigns - Aldi Price Match
Rollout of Tesco clubcard prices to express stores.
Low everyday prices campaign

Measuring success
how s the effectiveness of campaigns assessed; what are the measurement metrics? Is the
marketing strategy effective / ineffective, how do they control marketing following this?
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