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In the dynamic realm of retail, the establishment and cultivation of robust customer relationships emerge as pivotal factors. This study critically evaluates the importance of customer relationships within the context of TESCO, a prominent multinational retailer. By scrutinizing the diverse facets of customer relationships, the research illuminates the central role these connections play in contributing to TESCO's success and overall customer satisfaction. Through an extensive analysis of customer engagement strategies, loyalty programs, and personalized marketing initiatives, the study underscores how TESCO effectively employs these tools to forge lasting connections with its diverse customer base. Furthermore, the research delves into the impact of these relationships on customer loyalty, trust, and overall satisfaction, elucidating the reciprocal benefits experienced by both TESCO and its customers. Beyond this, the study explores the sustainability dimension of these relationships, encompassing ethical practices, environmental consciousness, and social responsibility as integral components. The findings underscore the indispensable role of sustainable marketing relationships in augmenting customer loyalty, cultivating brand advocacy, and propelling long-term business growth. As the study concludes, it is evident that while TESCO has made notable strides in establishing strong customer relationships, there is a notable opportunity for further development in the realm of sustainability. Exploring avenues to enhance ethical practices, environmental considerations, and social responsibility could serve as a major area for TESCO to cultivate and fortify its customer connections. This not only contributes to the academic discourse on customer relationship management but also offers actionable insights for businesses, particularly TESCO, seeking to forge meaningful and enduring bonds with customers in the pursuit of sustained success in the ever-evolving marketplace.
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1.0 [bookmark: _Toc150957071]Introduction
This report, requested by Tesco Marketing online journal on 25th September 2023 and compiled by Marta Lesiczka-Marketing Team, aims to provide a comprehensive analysis of TESCO’s Relationship Management system for submission on November 17, 2023. Tesco's Marketing team has tasked this research to gain insights into TESCO’s strategies in customer relationship management, with a focus on areas of success, challenges faced, and future development prospects. The report delves into the methods and procedures employed to analyze the subject, emphasizing the importance of Relationship Management in the contemporary retail landscape. By exploring TESCO’s practices, this report seeks to contribute valuable knowledge to academic and practical spheres, shedding light on the intricate dynamics of customer-centric strategies in the context of ethical and sustainable practices. In compiling this report, a systematic research approach was followed, emphasizing the utilization of secondary sources. Given the nature of the assignment, the focus was on rigorous literature review and analysis of credible sources such as books, industry reports, and reputable online resources. These sources were critically evaluated to ensure the reliability and accuracy of the information presented. The analysis also involved a thorough examination of TESCO’s official publications, annual reports, and case studies, providing valuable insights into the company’s Relationship Management strategies. By drawing upon these diverse sources, this report offers a well-rounded and informed perspective on the subject matter, enabling a comprehensive understanding of TESCO’s customer-centric initiatives.









[bookmark: _Toc150957072]2.0 Findings
[bookmark: _Toc150957073]2.1. Tesco: A Brief Profile
[bookmark: _Toc150957074]2.1.1Historical Development:
Tesco, a global retail giant founded in 1919 by Jack Cohen, has evolved into a household name. Starting with a market stall in London, Tesco rapidly expanded across the United Kingdom in the 1920s. Pioneering self-service supermarkets in the 1940s, it became known for a wide product range and competitive prices by the 1960s.
In the 1990s and early 2000s, Tesco expanded globally, entering markets in Europe, Asia, and North America. Innovations like the Clubcard strengthened its customer base. Tesco also focused on sustainability, reducing its carbon footprint, and engaging in ethical practices.
Adapting to changing trends, Tesco heavily invested in online platforms and digital technologies. Tesco.com, launched for online shopping, maintained its competitive edge. Today, Tesco operates globally, emphasizing quality, customer satisfaction, diverse product offerings, a strong online presence, and a commitment to sustainability (PLC T. , 2023).

[bookmark: _Toc150957075]2.1.2 Current Market Share:
Current market share refers to the percentage of total sales or total revenue in a specific market that a company holds at a given point in time. It is a metric used to assess a company's position in the market relative to its competitors (Glossary, 2021).
Tesco has a significant market share in the UK grocery industry. Tesco was one of the leading supermarket chains in the United Kingdom, although specific market share figures can fluctuate based on numerous factors and market conditions (STATISTA, 2023).
However, TESCO's Market share in May 2023 fell from 27.7% to 27.3% compared to the lean year 2022, but experts predict a significant increase by the end of the fiscal year, which may amount to more than 28% (Tesco, Tesco plc, 2023).
[bookmark: _Toc150957076]2.1.3Profit or Loss Status:
The latest information on Tesco's financial condition is described by BBC NEW (NEWS, 2023) . In the reported period, Tesco experienced a decline in its pre-tax profits by 51%, falling from £2 billion to £1 billion. This decrease can be attributed to higher costs, notably the "unprecedented" rise in prices charged by suppliers. Despite a significant increase in annual sales by 7% to £66 billion, the substantial increase in costs resulted in a notable decrease in overall profitability. (PLC T. , ANNUAL REPORT, 2023) Therefore, based on this data, Tesco's profit status is in a state of decline.

[bookmark: _Toc150957077]2.1.4Mission Statement:
A mission statement is a concise statement that defines the purpose, objectives, and core values of an organization. It articulates the organization's reason for existence, its primary goals, and the principles that guide its actions. Mission statements are typically used to communicate the organization's identity, direction, and priorities to its employees, customers, stakeholders, and the public (Sam Schreim, 2020).
"Serving our customers, communities, and planet a little better every day," (PLC T. , 2023) aligns with Tesco's general commitment to providing value not only to its customers but also to the communities it serves and the environment (BUSINESSMAN, 2023).
Some mission statements can be vague or generic, lacking specificity. When a mission statement is too broad, it may not effectively guide decision-making or provide a clear sense of direction. While a mission statement sets the tone, its effectiveness depends on how well it is implemented throughout the organization. If the day-to-day operations and decision-making do not align with the stated mission, it can lead to a perception of insincerity. In some cases, mission statements may be crafted more for marketing purposes than as genuine guiding principles. This can result in a mismatch between stated values and actual organizational behavior, leading to a loss of trust. Also, mission statements can be too rigid, making it challenging for organizations to adapt to changing circumstances. A balance between a clear core purpose and flexibility is crucial for long-term success.
Mission statements play a crucial role in guiding and communicating the purpose of an organization. However, for them to be truly valuable, they need to be well-crafted, implemented effectively and remain adaptable to the evolving needs of the organization and society.











[bookmark: _Toc150957078]2.2 Data collection and evaluation

Definitions of Data collection and evaluation can be found in appendices.

In the digital age, businesses like TESCO recognize the value of data as a crucial asset for sustaining and improving customer relationships. TESCO employs a comprehensive approach to data collection, utilizing channels such as online surveys, social media, and in-store feedback forms to gain direct input from customers (Buckler, 2021).This qualitative feedback provides insights into customer satisfaction, preferences, and areas for improvement (Billups, 2019). TESCO's Clubcard loyalty program exemplifies effective data collection, analyzing transactional data to identify purchase patterns and personalize marketing strategies.
Using tools like Google Analytics, TESCO gains insights into user demographics for targeted marketing campaigns. Data collection extends beyond customer interactions to include supply chain and inventory management. Analyzing supply chain data enables TESCO to predict demand, optimize inventory, and enhance customer satisfaction. Social media monitoring helps TESCO gauge customer sentiment, identify trends, and address concerns promptly. Real-time feedback from social media analytics enables effective customer engagement and shaping marketing strategies based on public opinions.

These practices are crucial for sustaining customer relationships. Firstly, data-driven decision-making ensures TESCO remains agile in responding to market demands, offering personalized experiences that create value and connection. Secondly, data analysis facilitates predictive modeling, allowing TESCO to forecast trends, anticipate customer needs, and proactively address potential issues. Moreover, accurate data analysis aids in resource optimization, preventing wastage and improving operational efficiency, translating into cost savings for customers. Thirdly, the evaluation of customer data fosters trust, strengthening customer loyalty by demonstrating a commitment to customer satisfaction through swift identification and resolution of pain points.

Collecting and using customer data is crucial, but TESCO must prioritize robust data security and privacy. Transparent communication of data protection policies is essential for building and maintaining customer trust. While the review acknowledges TESCO's online data tracking efforts, integrating insights from both online and offline interactions can provide a more comprehensive understanding of customer behaviors. The review lacks discussion on the ethical aspects of data collection and analysis; TESCO should ensure ethical and transparent use of customer data to avoid privacy concerns. Continuous investment in updating data analytics tools is necessary to stay competitive in data-driven decision-making. TESCO should also consider educating customers on how their data enhances their experience, fostering trust. Despite commendable data practices, TESCO should address potential areas for improvement, striking a balance between technology, ethics, and customer trust. Evolving data strategies can solidify TESCO's position as a customer-centric retail leader.





















[bookmark: _Toc150957079]2.3 Segmentation, Pricing Strategies, and Differentiation
[bookmark: _Toc150957080]2.3.1Segmentation:
According to Sara Dolnicar segmentation is vital for understanding diverse customer needs (Sara Dolnicar, 2019). TESCO employs various segmentation models, such as demographic, geographic, behavioral, and psychographic segmentation. By analyzing these segments, TESCO tailors its marketing strategies. For instance, in the UK, it offers a range of products catering to diverse cultural preferences. The “Free From” range targets health-conscious consumers.
However, there is a challenge in balancing personalized offerings without stereotyping. Segmentation can sometimes oversimplify complex customer behaviors, leading to missed opportunities. In the pursuit of segmentation, marketers must navigate the delicate balance between personalization and stereotyping. While segmentation provides valuable insights into customer diversity, it is crucial to recognize its limitations. Oversimplification of complex behaviors and the risk of reinforcing stereotypes can hinder a company's ability to truly understand and cater to the nuanced needs of its customer base (McAdams, 2021).To address this, TESCO continuously refines its segmentation models using data analytics, ensuring a nuanced understanding of customer needs and preferences.

[bookmark: _Toc150957081]2.3.2Pricing Strategies:
Pricing strategies refer to the methods and approaches businesses use to set the prices of their products or services. Pricing is a crucial element of the marketing mix and has a significant impact on a company's profitability, market position, and overall success. According to Holmes businesses employ various pricing strategies to achieve specific objectives and respond to market conditions (HOLMES, 2022).

TESCO implements dynamic pricing, loyalty discounts through Clubcard points, and competitive pricing to attract and retain customers. Exclusive discounts for senior citizens or students display demographic-based pricing. TESCO's “Every Little Helps” approach focuses on value, enhancing customer loyalty.
Yet, overreliance on discounts may erode brand value. TESCO mitigates this by integrating pricing with its loyalty program, ensuring discounts are personalized and meaningful. Continuous analysis of competitor pricing prevents excessive discounting, maintaining profitability while offering value (Pereira, 2022).

[bookmark: _Toc150957082]2.3.3Differentiation:
Differentiation, in the context of business and marketing, refers to the process of distinguishing a product or service from others in the market, making it more attractive to a specific target audience. The goal of differentiation is to create a unique and desirable position in the minds of customers, making them perceive the product or service as superior or distinctive compared to alternatives offered by competitors (Wroblewski, 2023).
TESCO differentiates through product quality, service, and sustainability initiatives (Sachs, 2020). Its “Food Love Stories” campaign humanizes products, enhancing emotional connections. TESCO’s online platform differentiates through user-friendly interfaces, offering a seamless experience. Sustainable practices, like reducing plastic usage, enhance brand image.
However, differentiation requires consistent innovation. TESCO invests in technology, like AI-driven chatbots, enhancing customer support. Collaborations, such as partnering with suppliers for exclusive products, create unique offerings. Constant evaluation ensures differentiation remains relevant, preventing complacency.
[bookmark: _Toc150957083]2.3.4Porter's Generic Strategies:
Porter's Generic Strategies, developed by Michael Porter, are three strategic options that businesses can pursue to gain a competitive advantage within their industry. These strategies are applicable across various industries and help organizations achieve superior performance in the marketplace (Jovo Ateljević, 2023). The three generic strategies are:

· [bookmark: _Toc150957084]Cost Leadership:
The cost leadership strategy focuses on becoming the low-cost producer in the industry. Companies pursuing this strategy aim to produce goods or services at the lowest possible cost while maintaining an acceptable level of quality. By offering products at lower prices than competitors, a company can attract price-sensitive customers and achieve a competitive advantage.
Tesco has traditionally pursued a cost leadership strategy, aiming to offer products and services at a lower cost than its competitors. By operating efficiently, optimizing supply chains, and leveraging economies of scale, Tesco has kept its prices competitive. This approach allows the company to attract price-sensitive customers and maintain a large market share, especially in the grocery retail sector.
· [bookmark: _Toc150957085]Differentiation:
Differentiation strategy focuses on creating unique and distinctive products, services that are valued by customers. Companies pursuing this strategy invest in research, innovation, and marketing to create products or services with unique features, quality, design, or brand image. Differentiated products often command higher prices, and customers are willing to pay more for the perceived added value.
While cost leadership has been a primary focus, Tesco has also incorporated elements of differentiation into its strategy. For instance, the company has diversified its product offerings beyond basic groceries, including clothing, electronics, and financial services. Tesco's Clubcard loyalty program is another differentiation strategy, offering personalized discounts and rewards to customers based on their shopping habits. These efforts help Tesco stand out in the market and attract customers looking for more than just low prices.
· [bookmark: _Toc150957086]Focus:
Focus strategy involves concentrating on a specific market segment or niche within the industry. Companies following this strategy target a narrow customer segment, product line, or geographic market. By catering to the unique needs of a focused market, businesses can develop expertise, build strong customer relationships, and achieve higher profitability within that specific segment.
Tesco has employed a focus strategy by tailoring its offerings to specific market segments. For example, Tesco has different store formats to cater to various customer needs, such as Tesco Extra for larger, one-stop shopping, Tesco Metro for smaller city-center stores, and Tesco Express for convenient, quick shopping trips. By understanding the specific requirements of different customer segments, Tesco can provide targeted offerings and services (Tesco, Tescoplc, 2023).
[image: ]
It is important to note that these generic strategies are not mutually exclusive, and companies can combine elements of different strategies based on their unique circumstances and goals. Successful implementation of these strategies requires a deep understanding of the market, competitors, and customer preferences.

TESCO’s integration of segmentation, pricing strategies, and differentiation into its Relationship Management system ensures sustainability. Personalized offers enhance customer loyalty, as evidenced by Clubcard’s success. By understanding segments deeply, TESCO tailors services, building lasting relationships (Buttle, 2019).
Pricing strategies balance affordability with profitability, ensuring long-term sustainability. Discounts, tied to customer data, drive loyalty without compromising margins. Differentiation, from product offerings to sustainability efforts, fosters customer trust, crucial for relationship sustainability.


















[bookmark: _Toc150957087]2.4 Ethics and Sustainability 
TESCO’s commitment to ethics and sustainability plays a pivotal role in the development of its Relationship Management system. By adhering to ethical sourcing practices, ensuring fair treatment of employees, and reducing its environmental footprint, TESCO builds trust and credibility with customers. Ethical Consumerism theory posits that consumers choose ethically produced goods and services. TESCO, through initiatives like the Fair-Trade scheme, supports this theory. Ethical sourcing of products and reducing carbon emissions resonate with environmentally conscious consumers. TESCO’s sustainable practices, such as reducing plastic use and promoting renewable energy, align with Sustainable Development Goals. By engaging in these ethical and sustainable practices, TESCO not only fulfills its societal responsibilities but also enhances customer perception and loyalty (Meinhold, 2021).
Achieving Customer Centrality involves not only understanding customer needs but also aligning business practices with customer values.
Stakeholder Theory asserts that organizations must consider the interests of all stakeholders, not just shareholders (Freeman, 2018). TESCO’s sustainability efforts benefit various stakeholders – from customers to employees and local communities. By investing in renewable energy and community projects, TESCO gains community support and enhances its reputation. Happy employees ensured through fair treatment and ethical employment practices, lead to better customer service, enhancing customer satisfaction and loyalty.
Customer Centrality is evident in TESCOs ethical and sustainable practices. The integration of ethical theories ensures fairness and integrity in dealings with customers. Sustainability efforts resonate with environmentally conscious consumers. TESCOs engagement with local communities through various initiatives fosters customer loyalty. However, there is a need for continual improvement. While TESCO has made strides, challenges such as reducing plastic use further and ensuring complete supply chain transparency remain. Customer feedback in these areas is crucial for iterative improvements.
Relationship Management and Sustainability can be found in appendices. 
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[bookmark: _Toc150957088]2.4.1 Normative Aspect:
The normative aspect involves evaluating how things should be or prescribing what is considered as the right course of action. In the case of Tesco and the people pillar, a normative perspective might involve looking at how the company should treat its employees, customers, and the community at large.
· Example: Employee Treatment
From a normative standpoint, Tesco might be expected to provide fair wages, good working conditions, and opportunities for employee growth and development. This aligns with societal expectations of responsible corporate behavior.
[bookmark: _Toc150957089]2.4.2 Descriptive Aspect:
On the other hand, the descriptive aspect involves analyzing how things are, describing existing practices without necessarily making judgments about whether they are right or wrong. In Tesco's case, a descriptive approach to the people pillar would involve examining the current state of its relationships with employees, customers, and communities.
· Example: Customer Relations
Descriptively, Tesco might analyze customer reviews, complaints, and satisfaction scores to understand the current standing of its relationships with customers. This helps in identifying areas for improvement or acknowledging successful practices.

[bookmark: _Toc150957090]2.4.3 People Pillar Example:
Normative Perspective:
In the normative sense, Tesco should aim to be an employer of choice, fostering a positive and inclusive workplace culture. This might involve implementing fair employment practices, providing equal opportunities, and investing in employee well-being programs.
Descriptive Perspective:
Descriptively, Tesco could assess its current employee engagement levels, diversity and inclusion metrics, and professional development initiatives. This analysis would reveal the existing situation, helping Tesco understand how well it aligns with its normative goals.

Normative aspects provide a framework for evaluating what should be done, while descriptive aspects offer insights into what currently exists. For Tesco, balancing these perspectives in the people pillar ensures a comprehensive approach to managing its relationships with employees, customers, and the community.





















[bookmark: _Toc150957091]3.0 Conclusion
In conclusion, TESCO’s robust data collection, analysis, and evaluation practices not only optimize internal operations but also create a customer-centric ecosystem. By leveraging data, TESCO sustains meaningful customer relationships, fostering loyalty and ensuring its position as a retail leader in the market.
TESCO’s adept use of segmentation, pricing strategies, and differentiation exemplifies dynamic Relationship Management. Continuous evaluation, driven by data analytics, refines these strategies. TESCO’s sustainable relationships are a testament to the constructive collaboration between understanding customer segments, offering value-driven pricing, and differentiating effectively. As market dynamics evolve, TESCO’s commitment to refining these strategies ensures enduring customer relationships, underpinning its sustainability in the competitive retail landscape.
TESCO's ethical and sustainable practices are integral to its Relationship Management system. By aligning with ethical and sustainability theories, TESCO not only fulfills its societal responsibilities but also enhances customer relationships. Customer Centrality is achieved through transparent communication, ethical sourcing, and sustainable initiatives. Continuous evaluation, guided by ethical and sustainability models, ensures TESCO remains customer-centric and ethically responsible, laying the foundation for long-term, sustainable relationships with its customers.
The findings reveal that TESCO’s Relationship Management system has thrived on key strengths, making it a stalwart in the retail industry. The success of TESCO's Relationship Management system can be attributed to its adeptness in personalization, ethical and sustainable practices, innovation in customer engagement, t communication, and adaptability. These elements have not only fostered customer loyalty but have also established TESCO as a socially responsible and customer-centric organization.

Main Areas of Success:
· Personalization and Segmentation: TESCO's ability to understand and cater to diverse customer segments through data-driven insights has ensured tailored services, leading to higher customer satisfaction and loyalty.
· Ethical and Sustainable Practices: By integrating ethical and sustainable practices into its operations, TESCO has garnered trust among socially conscious consumers, establishing itself as an ethical brand.
· Innovation in Customer Engagement: TESCO's innovative approach to customer engagement, especially through online platforms and loyalty programs, has created seamless and enjoyable shopping experiences, enhancing customer relationships.
· Transparent Communication: Open and honest communication regarding products, pricing, and sustainability initiatives has built credibility and authenticity, strengthening the bond between TESCO and its customers.
· Adaptability and Responsiveness: TESCO’s ability to adapt swiftly to market changes and respond to customer feedback has kept it ahead in meeting customer needs, ensuring a competitive edge.

Areas for Future Development:

· Advanced Data Analytics: Investing in advanced data analytics tools will enhance customer segmentation, enabling more precise personalization and predictive strategies to meet evolving customer demands effectively.
· Enhanced Sustainability Efforts: Continuous efforts to reduce environmental impact, explore renewable packaging, and support eco-friendly suppliers will bolster TESCO’s sustainability initiatives, aligning with eco-conscious customer values.
· Omnichannel Experience: Seamless integration of online and offline experiences, coupled with augmented reality and consistent pricing and product availability, will provide customers with a unified and convenient shopping experience.
· Community Engagement: Strengthening ties with local communities through meaningful initiatives will not only enhance social impact but also establish emotional connections with customers, fostering loyalty.
· Agile Customer Feedback Mechanisms: Implementing real-time feedback mechanisms will ensure swift responses to customer concerns, enhancing TESCO’s ability to address evolving customer preferences promptly.

In conclusion, TESCO’s Relationship Management system has been pivotal in establishing enduring customer relationships. By capitalizing on its strengths and addressing the areas for future development, TESCO can ensure the sustained loyalty of its customers. The continued commitment to personalization, ethical practices, innovation, transparency, adaptability, and community engagement will not only fortify TESCO’s position in the market but also cement its legacy as a customer-focused and socially responsible retail leader. Through these strategic initiatives, TESCO can navigate the ever-changing retail landscape, ensuring mutual growth for the organization and its valued customers.





[bookmark: _Toc150957092]4.0 Appendices 
[bookmark: _Toc150957093]4.1 Data collection and evaluation 
Data collection refers to the process of gathering, measuring, and recording information about variables of interest. It can involve various methods, such as surveys, experiments, observations, interviews, and sensor data, among others. Data collection is a fundamental step in research, analysis, and decision-making processes. The quality and reliability of collected data significantly impact the outcomes and conclusions drawn from analyses (Walker, 2023).

Data evaluation involves the examination and assessment of collected data to extract meaningful insights, identify patterns, and draw conclusions. This process often includes cleaning and preprocessing the data to remove errors and inconsistencies, followed by analysis techniques to interpret the data's significance. Evaluation methods can range from statistical analysis and data mining to qualitative analysis, depending on the nature of the data and the research objectives (Munro, 2018).

[bookmark: _Toc150957094]4.2 Relationship management and Sustainability 
· Relationship management refers to the strategies, processes, and activities that a business or organization uses to develop, maintain, and enhance relationships with various stakeholders. These stakeholders can include customers, suppliers, employees, investors, partners, and the community. Effective relationship management involves understanding the needs and expectations of these stakeholders and engaging with them in a way that builds trust, mutual understanding, and long-term commitment (Chakravorti, 2023).
· [bookmark: _Int_DQSMeUvx]Sustainability refers to the practice of meeting the needs of the present without compromising the ability of future generations to meet their own needs. In the business context, sustainability involves integrating economic, social, and environmental considerations into business operations and decision-making processes. Sustainable businesses aim to minimize negative impacts on the environment, contribute positively to society, and ensure long-term economic viability (Hahn, 2022).
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