







 




The Influence of Sustainable Relationship Marketing Policies and Practices and the Impact on Organisation Performance


 Executive Summary

This report was compiled to explore the influence of sustainable relationship marketing policies and practices on Tesco’s organisational performance. It provides an overview of Tesco’s historical development, current market position, and mission statement, followed by a critical discussion on how Tesco leverages data collection and analysis to build long-term customer relationships.
The study also evaluates Tesco's marketing relationship approach in terms of sustainability, ethical behaviour, pricing, differentiation, and segmentation. Each area is assessed in relation to how it supports customer centrality and sustainable marketing.
The results show that Tesco has successfully combined targeted marketing techniques with data-driven decision-making to increase consumer satisfaction and loyalty. Its relationship management strategies have benefited greatly from ethical and sustainable practices. Deeper personalisation, increased transparency in sustainability reporting, and better inclusion in segmentation techniques are some areas that still need improvement.
The study concludes with recommendations to reinforce Tesco's framework for sustainable marketing relationships and strategic insights for future improvements.
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1.0 Introduction

The Marketing Executive Officer of Marketing Focus, Tesco's online marketing journal, requested this report to assess the ways in which Tesco's organisational success is impacted by sustainable relationship marketing policies and practices. It has been produced by Raluca Vasiu’ as part of the assignment for BMSW5007_SWAN module conducted by the lecturer Gwyneth Jones and aims to assist Tesco's marketing team's ongoing study and to guide future developments in marketing strategy.
The report has been compiled using secondary research methods such as academic textbooks, websites, journals. Sources include peer-reviewed journal articles, Tesco’s annual reports, and publications from recognised marketing and retail bodies.
The report adopts a critical and objective approach, applying relevant marketing theories and models to evaluate Tesco’s practices and identify both successful initiatives and opportunities for improvement. 











2.0 Main Findings

2.1 Tesco Profile and Mission Statement

One of the biggest international supermarket and general merchandise companies, Tesco PLC, has its headquarters in the United Kingdom. Jack Cohen started the business as a market stall in London in 1919, and in 1929 it launched its first store (Tesco PLC, 2024).
In recent years, Tesco has reclaimed its dominant position in the UK grocery market after facing competitive pressure from discounters such as Aldi and Lidl. As of 2024, Tesco holds approximately 27% of the UK grocery market share, positioning it as the market leader (Statista, 2024). Financially, the company reported a group operating profit of £2.6 billion in 2023/24, reflecting consistent recovery and growth following restructuring and re-focusing efforts post-2015 (Tesco PLC Annual Report, 2024). In the 2024 preliminary results, Tesco reported "7.2% growth year-over-year to £61.48 billion," according to Marketing Week. Carroll, Niamh (2024). 
Tesco’s mission statement—" Serving our customers, communities and planet a little better every day. "—highlights its commitment to continuous improvement and customer satisfaction. This concise yet powerful statement reinforces the organisation’s focus on incremental enhancements in customer service, product offering, and operational efficiency. It aligns closely with the principles of relationship marketing, where long-term engagement and customer value are prioritised over transactional short-term gains (Gummesson, 2002).
Relationship marketing is especially important for Tesco in a saturated and highly competitive retail environment. Through sustained efforts in customer insight, loyalty programmes, personalised experiences, and ethical practices, Tesco aims to create value not just for its shareholders, but for its customers and wider communities. This approach fosters trust, loyalty, and long-term profitability—key indicators of a successful sustainable marketing relationship (Kotler & Armstrong, 2021).
Tesco’s strategic focus on technology, digital transformation, and customer data analytics reinforces its mission and supports its efforts to remain customer centric. This is evident in its evolving Clubcard Plus scheme, personalised offers through the app, and growing online presence—all of which are underpinned by data-driven insights into customer behaviour (Mintel, 2023).

2.2 Data Collection and Evaluation

Relationship marketing refers to a long-term marketing strategy that focuses on developing meaningful and sustained customer connections, rather than prioritising one-time transactions. Grönroos (1994) defines it as “establishing, maintaining, and enhancing relationships with customers and other partners, at a profit, so that the objectives of the parties involved are met.” When made sustainable, such relationships are supported by mutual trust, shared values, and consistent engagement (Payne & Frow, 2017).
The sustainability of relationship marketing depends heavily on an organisation’s ability to effectively collect, analyse, and evaluate customer data. Data provides the foundation for understanding evolving consumer preferences, tracking behaviour, and tailoring offerings to meet both present and future needs (Chaffey & Smith, 2017). Tesco exemplifies this data-centric approach through its comprehensive Customer Relationship Management (CRM) infrastructure.
Data Collection at Tesco
Tesco employs both structured and unstructured data collection methods. Its Clubcard loyalty programme, used by over 20 million UK customers (Tesco, 2024), captures granular data on shopping frequency, product preferences, price sensitivity, and geographic purchasing trends. Additionally, Tesco collects digital data through its website, mobile app, online grocery platform, and in-store technologies such as “Scan as You Shop” systems. These data points are integrated via Tesco’s centralised CRM platform to build dynamic, real-time customer profiles (KPMG, 2023).
Data Analysis and Evaluation
Through data mining, predictive analytics, and machine learning, Tesco generates customer insights that inform key business decisions—from stock management and pricing strategies to marketing campaign design (Davenport & Harris, 2007). For instance, transaction histories are analysed to personalise discounts and offer timely product recommendations. Tesco uses these insights to create micro-segmentation strategies, which increase promotional relevance and drive customer loyalty (West, Ford & Ibrahim, 2015).
Moreover, Tesco’s investment in artificial intelligence tools such as AI-powered chatbots and real-time feedback systems enhances its ability to interpret customer sentiment, enabling continuous improvement in service delivery (PWC, 2024).
Evaluation mechanisms play a critical role in sustaining marketing relationships. Tesco measures effectiveness using metrics such as Customer Lifetime Value (CLV), Net Promoter Score (NPS), churn rates, and conversion from promotions to purchase. These evaluations help assess whether the marketing strategy is strengthening customer relationships over time or requires adjustment (Kotler et al., 2019).

Ethical Considerations in Data Practices
While data collection offers significant advantages, Tesco must uphold stringent ethical and legal standards to maintain customer trust. In compliance with the General Data Protection Regulation (GDPR), Tesco ensures transparency, consent, and data minimisation in all digital interactions (ICO, 2023). Mishandling of data can erode trust and damage long-term relationships, especially as consumers become more aware of digital privacy risks (Martin & Murphy, 2017).
To ensure sustainable data use, Tesco regularly audits its data governance practices, anonymises sensitive information, and gives customers control over their data preferences. This ethical approach complements its relationship marketing by promoting transparency and accountability.
Strategic Impact
The integration of data into relationship marketing not only enhances Tesco’s operational agility but also strengthens brand loyalty and emotional engagement. Personalised experiences, when powered by responsible data usage, contribute to customer-centricity—an essential aspect of sustainable marketing success (Rust, Moorman & Bhalla, 2010).

2.3 Segmentation, Pricing Strategies and Differentiation

A sustainable marketing relationship requires that organisations deeply understand and respond to diverse customer needs. Tesco achieves this by applying market segmentation, adaptive pricing strategies, and strategic differentiation, all of which contribute to customer centrality and long-term loyalty.
Segmentation
Market segmentation is the process of dividing a broad market into smaller groups of consumers with similar needs or characteristics. Kotler and Keller (2016) define it as “dividing the market into distinct groups of buyers who have different needs, characteristics, or behaviour and who might require separate products or marketing mixes.” It is essential for targeting customers effectively and ensuring product relevance.
Tesco employs multi-dimensional segmentation, combining demographic, geographic, psychographic, and behavioural criteria. For example:
Demographic segmentation enables Tesco to serve a range of income groups through its value-tiered brand portfolio: Tesco Value, Tesco Brand, and Tesco Finest (Mintel, 2023).
Behavioural segmentation leverages Clubcard data to classify customers by shopping frequency, responsiveness to discounts, and product preferences (KPMG, 2023).
Psychographic segmentation targets lifestyle-driven choices. For instance, Tesco’s ‘Wicked Kitchen’ vegan range appeals to health-conscious and ethically motivated consumers (IGD, 2024).
These segmentation strategies allow Tesco to deliver personalised experiences, helping strengthen emotional bonds and support long-term customer relationships (Smith & Zook, 2016).



Pricing Strategies
Pricing is a critical lever in Tesco’s relationship marketing strategy. It signals value, influences trust and directly affects purchasing behaviour. Tesco uses a combination of pricing approaches:
Competitive pricing: By price-matching competitors like Aldi, Tesco retains price-sensitive customers and ensures market relevance (Tesco, 2024).
Psychological pricing: Charm pricing (e.g., £1.99 instead of £2) is used extensively in promotions to make prices appear lower.
Dynamic and personalised pricing: Clubcard Prices offer discounts based on loyalty and purchasing behaviour. These are visible only to members, enhancing perceived value and encouraging repeat use (Retail Gazette, 2024).
According to Monroe (2003), perceived price fairness is vital to maintaining trust in customer relationships. Tesco’s pricing reinforces value-for-money perceptions, a key factor in sustainable customer retention.

Differentiation
Differentiation involves delivering unique value that distinguishes a brand from competitors. Porter (1985) categorises it as one of three generic competitive strategies, emphasising brand uniqueness and added value.
Tesco differentiates through:
Private label innovation: Its Tesco Finest and Tesco Free From lines cater to gourmet and dietary needs, respectively.
Convenience services: Offerings such as Click & Collect, same-day delivery, Express stores, One-Stop stores, and the Tesco Grocery & Clubcard App improve the customer journey (Tesco PLC, 2023).
Technology integration: Tesco uses real-time inventory systems (INFORM) and AI to ensure availability and speed—an important competitive edge in online retailing (PWC, 2024).
These differentiators not only enhance satisfaction but also promote customer centrality, which Shah et al. (2006) describe as “a strategy where customer preferences shape all business decisions.” In Tesco’s case, innovations are consistently designed around customer feedback and data, reinforcing long-term engagement and loyalty.

Strategic Impact
By combining segmentation, pricing, and differentiation, Tesco successfully aligns with its mission to “serve shoppers a little better every day.” These strategies support sustainable relationship marketing by increasing loyalty, relevance, and trust—three pillars essential to both customer and business sustainability (Peppers & Rogers, 2011; Kumar & Reinartz, 2016).

2.4 Ethics and Sustainability Policies and Practices

Ethical and sustainable marketing practices are essential components of long-term relationship building with customers. Ethical marketing ensures that businesses operate with transparency, fairness, and social responsibility, while sustainable marketing prioritises actions that support environmental stewardship and community well-being alongside profitability (Belz & Peattie, 2012).
Tesco integrates both concepts through a strategic commitment to corporate responsibility, operational transparency, and environmental performance. These initiatives are essential to achieving customer centrality, which entails aligning business activities around customer needs, values, and ethical expectations (Shah et al., 2006).

Ethical Practices at Tesco
Tesco follows clear ethical guidelines embedded in its Code of Business Conduct and Supplier Code of Practice. These include anti-bribery commitments, respect for human rights, diversity and inclusion, and transparent stakeholder communication (Tesco PLC, 2023).
For instance, Tesco ensures fair wages and safe working conditions across its supply chains by participating in the Ethical Trading Initiative (ETI). It also publishes detailed Modern Slavery Statements, aligning with global human rights expectations (ETI, 2023).
Furthermore, ethical marketing communication is upheld by avoiding misleading advertisements and maintaining clear food labelling practices. These efforts help build trust and loyalty, crucial for sustaining long-term relationships (Jobber & Ellis-Chadwick, 2019).

Sustainability in Practice
Tesco’s sustainability initiatives are primarily implemented through its "Little Helps Plan," which focuses on three key areas: climate action, sustainable sourcing, and community engagement. These efforts reflect a strategic integration of triple bottom line thinking—balancing profit, people, and the planet (Elkington, 1997).
Environmental Action: Tesco aims to achieve net-zero carbon emissions by 2035 in its operations and by 2050 across its supply chain. It has invested in renewable energy, electric delivery fleets, and sustainable refrigeration to reduce its environmental footprint (WRAP, 2023).
Food Waste Reduction: Tesco has pledged to halve food waste by 2025. It donates surplus food to charities and has implemented technology to better track inventory and expiry data (Fareshare, 2023).
Packaging and Plastic Reduction: Tesco removed over one billion pieces of plastic from its stores between 2020 and 2023, promoting reusable packaging alternatives and recycling education (Green Alliance, 2023).

Theoretical Application
Carroll’s Pyramid of Corporate Social Responsibility (1991) illustrates Tesco’s approach, encompassing economic, legal, ethical, and philanthropic responsibilities. Tesco satisfies economic goals through profitability, legal standards via regulatory compliance, ethical responsibilities through sustainable sourcing, and philanthropic efforts by supporting food banks and education initiatives.
Similarly, stakeholder theory (Freeman, 1984) supports Tesco’s model by positioning customer and community interests at the core of strategic decisions. This approach improves brand loyalty and encourages advocacy, aligning directly with sustainable relationship marketing goals.

Impact on Customer Centrality
By embedding ethics and sustainability across all touchpoints, Tesco nurtures deeper emotional and behavioural loyalty. Customers increasingly favour brands that align with their values—Tesco’s visibility in social and environmental efforts thus enhances brand trust and relationship strength (Cone Communications, 2017).
However, Tesco must address criticisms about greenwashing and ensure greater transparency in sustainability reporting. Independent audits and customer engagement forums can improve accountability and maintain alignment with evolving consumer expectations.








3.0 Conclusion

This report examined Tesco’s sustainable relationship marketing strategy and its impact on organisational performance. Findings indicate that Tesco successfully integrates customer data, segmentation, personalised pricing, and ethical values to enhance long-term customer engagement.

Tesco’s strength lies in its strategic use of data-driven personalisation, diversified segmentation, competitive and value-driven pricing, and innovative differentiation. These components align effectively with customer needs and enhance trust and loyalty. Additionally, Tesco’s ethical marketing and sustainability initiatives support emotional connection and stakeholder credibility.
Nevertheless, areas for improvement remain. Tesco can enhance customer-centricity by:

Increasing personalisation through real-time AI tools
Improving transparency in sustainability performance reporting
Expanding its focus on inclusive marketing to represent under-served communities

To remain competitive, Tesco must continue to evolve its relationship strategies by staying attuned to customer feedback, environmental concerns, and ethical expectations. By doing so, Tesco will not only maintain its market leadership but also exemplify best practices in sustainable marketing relationships.
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