

Executive Summary

This paper explores Tesco's growth strategies, data-driven CRM practices, and ethical policies that have shaped its market leadership. This success is driven by strategic market segmentation, innovative pricing strategies, and a strong customer relationship management (CRM) focus. Through initiatives like the Clubcard loyalty program, personalised marketing, and a commitment to sustainability, Tesco has built lasting customer loyalty while addressing modern challenges in consumer behaviour and ethical sourcing. 
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1.0 Introduction

This report, commissioned by the Marketing Executive Officer of ‘Marketing Focus,’ an online journal from Tesco, investigates the influence of Sustainable Relationship Marketing Policies and Practices on Organizational Performance. Prepared by Jaroslav Demeter, it will provide an overview of Tesco’s background, and corporate, and financial status while examining key concepts such as Data Collection, Segmentation, Pricing Strategies, Differentiation, Ethics, and Sustainability. The insights are derived from various online sources, including websites, journals, and articles.

















[bookmark: _Toc183607813]2.0 Tesco’s Historical Ascent

Tesco’s journey began as a modest market stall in London’s east End, founded by Jack Cohen in 1919. The first Tesco store opened in 1929, marking the formal establishment of the brand. Tesco capitalised on post war opportunities, rapidly expanding its store network across the UK. Tesco’s strategic acquisitions and innovative formats, such as Tesco Extra, propelled its market dominance (Tesco, 2024).
[bookmark: _Toc183607814]2.1 A Story of Growth

In recent years, Tesco has consistently achieved impressive financial outcomes, highlighting its resilience and flexibility in a competitive landscape. The company has experienced steady sales growth, highlighting its ability to attract customers. Additionally, profitability has increased, fueled by enhanced operational efficiency and strategic pricing strategies (Tesco Plc, 2024).

[bookmark: _Toc183607815]2.2 Market Share and Competitive Landscape

Tesco continues to hold its status as the top supermarket chain in the UK, enjoying a notable share of the market. Despite fierce competition from opponents like Sainsbury’s and Asda, Tesco has successfully preserved its market leadership by employing a mix of competitive pricing, innovative products, and a strong emphasis on customer service (Grocer, 2024).

[bookmark: _Toc183607816]2.3 Marketing relationships

Relationship marketing is an essential aspect of customer relationship management (CRM) that prioritizes building customer loyalty and long term engagement over short term sales. It aims to create a strong emotional connection with customers, leading to repeat business, positive word of mouth, and insight that helps generate new leads (Tech Target, 2024).

Relationship marketing plays a key role in Tesco’s business strategy. The company recognises that establishing strong customer relationships is vital for long term success. By gaining insight into customer needs and preferences, Tesco can personalise its offerings and enhance the overall shopping experience (Sharif Mollah, 2024).

[bookmark: _Toc183607817]2.4 Centricity

The mission of Tesco’s statement highlights its dedication to enhancing customer experiences a little more each day. This focus on customers is evident in all facets of the business, including how products are sourced and developed, store layouts, and the quality of customer service. Tesco recognises that building customer loyalty comes from consistently surpassing their expectations (Grocery Doppio, 2024).
Tesco makes the purchases to achieve cost savings. In the 2023/24 fiscal year, Tesco Bank saw an impressive profit increase of 213.6%. With twenty two million Clubcard households, the company can fine tune its marketing strategies effectively. Tesco has successfully reduced emissions by 61% and aims to reach net zero by 2050. Additionally, sales rose by 7.4% in 2023/24, reaching $78.08 billion, while profits climbed by 12.8% (Grocery Doppio, 2024).

[bookmark: _Toc183607818]2.5 Customer Satisfaction

Tesco's commitment to customer satisfaction is evident in its consistently high ratings and positive feedback. The company actively seeks customer feedback through various channels, using it to continuously improve its products, services, and overall shopping experience (Eightception, 2024).


[bookmark: _Toc183607819]3.0 Data Collection and Evaluation: Tesco's Customer Relationship Management

Tesco is collecting customer data through the Clubcard Loyalty Program which helps gather important customer data. It tracks what people buy, how often they shop, and their product choices. This gives clear insights into shopping habits (Business Matters, 2024). Tesco.com and the Tesco mobile app collect information about what customers browse, their purchase history, and how they interact with the site. This provides valuable insights into online shopping behaviour (Tesco, 2024).
Self service checkout machines, digital signs, and in ustore Wi-Fi collect data on where customers go, how long they stay in the store, and how they respond to promotions. Surveys, focus groups, and social media monitoring help collect feedback on customer satisfaction and preferences (The Grocer, 2024).
The Clubcard program enables frequent shoppers to receive automatic discounts at checkout, enhancing the already low prices. This fosters customer loyalty among key users who utilize the card for better grocery prices. Additionally, a noteworthy aspect is how Tesco can use the data generated from this program (Strategy Factory, 2024)


[bookmark: _Toc183607820]3.1 Data Analysis

Tesco uses advanced analytics, including data mining and machine learning, to understand customer behaviours and predict buying patterns. With real time data processing, the company quickly adjusts pricing, inventory, and marketing strategies in response to market changes, enhancing its competitive edge and relevance (Information Age, 2017).

Data insights are becoming increasingly important for companies, helping them better understand their customers and make informed business decisions. The growth opportunities are vast: improved store location choices, a more personalized shopping experience, enhanced recruitment strategies, and effective footfall management are just a few ways data analytics can drive business success (Station10, 2024).

‘’ These data insights enable Teso to be more strategic in its stock buying and planning, resulting in increased revenue opportunities ‘’
(Tesco, 2024)
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Tesco uses customer data to gain useful insights. It looks at important measures like customer lifetime value and retention rates to evaluate how well its strategies are working. The company updates its customer groups as behaviour changes and looks at long term trends to identify new patterns (Open Loyalty, 2024). Tesco ensures a smooth experience for customers across all channels. By better understanding customer behaviour, Tesco can make smart choices about products, marketing, and services. This helps to strengthen its relationships with customers. (Ikano Insight,2023).

[bookmark: _Toc183607822]3.3 Sustaining and Improving Customer Market Relationship

Through effective data collection and analysis, Tesco enhances customer relationships in several ways. 
Firstly, the company uses customer data to develop tailored marketing strategies, providing personalised offers and product suggestions that boost engagement. 
Secondly, insights from this data assist in new product development, helping Tesco create items that cater to customer preferences and market trends. 
Additionally, analysing customer feedback allows Tesco to identify and address issues, improving customer service and satisfaction. 
Lastly, regular evaluations of the Clubcard loyalty program help refine rewards, ensuring its ongoing relevance and strengthening customer loyalty (World Brand Affairs, 2023).

[bookmark: _Toc183607823]3.4 The Importance of Data Collection in Customer Relationship

The collection of customer data is a fundamental component of modern business strategy. In an environment where numerous websites and companies compete for consumer attention, businesses must identify effective methods for differentiation. By leveraging customer data to personalise experiences, organizations can develop customer centric approaches that enhance engagement and satisfaction (Validity, 2024).
CRM is a measurable strategy that helps businesses connect with relevant audiences. It draws on insights from 20 million Tesco Clubcard holders, utilizing the UK’s largest behavioural dataset, which covers diverse regions, socio economic groups, and product categories. This approach allows businesses to target and reward loyal Tesco Clubcard customers through direct mailings, reward mailing coupons, and till coupons, delivering tailored messages to the appropriate customers. (Dunhumby, 2021)
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(Jimna Jayan, 2024)

Organizations that successfully implement Customer Relationship Management (CRM) can achieve enhanced customer loyalty and profitability. One common reason for CRM failure is treating it solely as a technology. For CRM to be successful, organizations must integrate and balance processes, people, and technology effectively. This discussion also explores the impact of environmental factors, including Political, Economic, Social, and Technological elements (Jayashree et al. 2011).
As businesses look to the future, they need to balance the use of data with ethical issues and the importance of real human connections. The companies that will succeed are those that use data insights responsibly while being transparent, respecting customer privacy, and building genuine relationships (Jimna Jayan, 2024).
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[bookmark: _Toc183607826]4.1 Segmentation
Market segmentation is a strategic method for dividing a target market into smaller, more manageable groups. It categorises the audience based on demographics, needs, interests, and behaviours, allowing organizations to gain insights and better understand their target audience, thus improving marketing effectiveness (Qualtrics, 2024).

Tesco has changed how it divides its customers over time. It now uses both demographic and psychographic factors to understand its customers better. The company considers age, income, family status, and shopping habits. This helps Tesco create special product lines, loyalty programs, and communication methods that appeal to each customer group (John Dudovskiy, 2016).

[bookmark: _Toc183607827]4.2 Pricing Strategies
Tesco employs a multifaceted pricing strategy designed to keep its prices competitive and enhance its market positioning, effectively addressing the diverse needs of its clientele. The key components of this strategy include:

- Competitive pricing
- Price discrimination
- Promotional pricing
- Psychological pricing
- Private label pricing

Together, these elements play an essential role in support Tesco's visibility in the market and driving its profitability (Hitesh Bhasin, 2024).
The company operates stores worldwide and customises its products and services for various countries. Demographic segmentation includes characteristics like age, gender, and family size, while psychographic segmentation focuses on lifestyle aspects, including social class and personality, as well as customer values, such as environmental awareness. (Mateusz Brodowicz, 2024).
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Tesco has effectively set itself apart from its competitors by providing a diverse array of goods and services, such as online shopping, delivery, and financial services. This strategic combination not only enhances customer convenience but also creates a synergistic effect, adding significant value to the overall shopping experience and contributing to Tesco's success (Eightception, 2024).

Porter's Generic Strategies, developed by Michael Porter in the 1980s, provide businesses with a framework to achieve and maintain a competitive advantage. These strategies stand out among numerous methods for gaining a competitive edge.
Porter's Generic Strategies include:
Cost Leadership: Offering the lowest prices while maintaining quality, targeting a broad market for low cost goods.
Differentiation: Creating unique products or services to stand out, appealing to markets that seek premium offerings.
Focus: Targeting a specific niche with either a cost leadership or differentiation approach, tailored to the segment's needs. (Bob Stanke, 2024)
Tesco has adopted a significant differentiation strategy by launching its own brand product lines, including the "Tesco Finest" collection. This selection provides high quality, artisanal products for customers who are looking for a more upscale shopping experience (Tesco PLC, 2024).
The company has launched initiatives like the "Tesco Sustainable Farming Group" and the "Tesco Healthy Living" range. These efforts reflect Tesco's dedication to offering products and services that align with changing consumer values and preferences (TescoPlc, 2024).
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Tesco is dedicated to sustainability and environmental responsibility, which are key aspects of its relationship management. By focusing on eco friendly practices and responsible sourcing, Tesco aims to reduce its carbon footprint and waste, while also enhancing customer loyalty and strengthening partnerships within the supply chain (TescoPlc, 2024). Tesco has established a "Sustainable Farming Group" that unites farmers, suppliers, and experts to promote sustainable agricultural practices (Wei Zhang.et al, 2023)

Tesco has strong ethical sourcing policies to ensure fair treatment of suppliers and workers. The company upholds strict standards for labour practices, human rights, and environmental protection through regular supplier audits, participation in the Ethical Trading Initiative, and the development of long term supplier relationships for sustainable practices ( Tesco Plc, 2024).

[bookmark: _Toc183607830]5.1 Tesco’s Sustainability Initiatives

Tesco has launched waste management programs to reduce food waste and boost recycling. It collaborates with food banks to redistribute surplus food and provides recycling facilities in its stores (Jayne Byrne, 2024).
Tesco aims to reduce plastic waste by redesigning packaging, promoting reusable bags, and increasing recycled materials in its products. The company plans to make all its packaging fully recyclable by 2025 (Tesco Plc, 2024).


[bookmark: _Toc183607831]5.2 Critical Discussion on Tesco’s Strategies

Tesco's demographic and psychographic segmentation help improve marketing effectiveness and customer loyalty (NIQ, 2024).
Pricing strategies include competitive pricing, pricing discrimination, and psychological pricing, allowing it to cater to a wide range of consumers (Learning Loop, 2024)
Through differentiation, Tesco sets itself apart with premium offerings like Tesco Finest and Sustainable Farming Group to enhance customer convenience (Eightception, 2024)
Tesco’s strategies align with customer values and market demands, but its success will depend on managing the balance between affordability, sustainability, and ethical sourcing across its global operations (Le LI, Zeng,.2024)

[bookmark: _Toc183607832]5.3 Impact on Relationship Management Strategy

Tesco’s focus on ethics and sustainability shapes its Relationship Management strategy in several important ways.
Tesco boosts its image as a responsible company, attracting customers who value corporate responsibility. Being open about ethical sourcing and sustainability helps build customer trust, with regular updates on progress.
Initiatives like recycling programs allow customers to connect directly with Tesco, strengthening relationships. By addressing ethical and environmental issues, Tesco links its values with those of its customers, fostering loyalty.
Tesco’s commitment to ethics and sustainability sets it apart from competitors, influencing customer choices (Tesco Plc, 2024).







[bookmark: _Toc183607833]6.0 Conclusions

In conclusion, Tesco's success stems from its effective customer relationship management, data analytics, and market segmentation strategies. By prioritizing long term customer loyalty, personalizing experiences through its Clubcard program, and aligning its offerings with customer values, Tesco maintains market leadership. Its commitment to sustainability and ethical practices further enhances competitive advantage and customer trust, positioning the company well for future growth.
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