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Executive Summary

The purpose of this report is to critically analyse the issues which drive changes in customer buying behaviour, the report focuses on the marketing activities of Tesco PLC Ltd, (herein referred to as Tesco) and how they adapt their marketing strategy to retain their current loyal customer base, but also to attract new customers into their stores.  
Through their agile response, and analysis of customer behaviour changes, Tesco can integrate such information and insights into their marketing strategy. Analysis of annual financial and strategic reports demonstrates that Tesco appear to be achieving success in the market. Tesco’s agile response has resulted in sustained and increased loyalty and improved operational efficiency, However, there is no room for complacency.
This report will provide appropriate analysis and recommendations to Tesco on areas they must focus on to achieve competitive advantage, in what is a saturated market.  In short, Tesco must:
Continue to work with strategic partners to launch new products.
Continue to build brand differentiation and trust within their communities, and to customers. 
Continue to focus on quality, affordability to retain emotional connection with the brand. As such it will continue to strengthen its brand identity in a competitive market. 
Maintain its ethos of value for money.  
Keep up with technological advances, keeping customers engaged and satisfied with their online presence.  However, in doing so, must exercise care not to alienate areas of the community who do not align with the online shopping experience. 
Maintain the tangible store experience.
Continue to develop personal shopping incentives through sophisticated analysis of Clubcard data.
Evolve its online delivery.


To achieve this Tesco should continue to embed changes into corporate culture, investing in training and embrace change in such a way that it becomes “the way we do things around here” (Kotter, 2012)
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Introduction 

Marketing is central to Tesco’s success as one of the UK’s leading retailers. Through a customer-centric approach, Tesco leverages marketing to understand diverse consumer needs, build brand loyalty, and maintain its competitive edge in what could be considered a saturated market (Yawson and Yamoah, 2022). Its strategic use of customer segmentation, omnichannel engagement, and promotional campaigns enables Tesco to deliver personalized shopping experiences that resonate across demographics (Latterly.org 2025).  (Sheridan, 2025) is of the opinion that customer segmentation is crucial in Tesco’s Marketing Strategy, and analysing customer behaviour allows Tesco to create a personal shopping experience that the customer can relate to which fosters long term loyalty which ultimately leads the customer to choose Tesco as their preferred shopping experience. This opinion is supported by (Skift in Association with IAG Loyalty, 2024) who consider loyalty strategies need to undergo transformation in order to command attention from consumers amid ever increasing loyalty programmes.
Value Quality Service (Tesco Annual Report 2025), are three words which epitomises Tesco marketing strategy. (Aaker, 2015) claims that not all brands have a strong or distinctive personality, this cannot be said for Tesco.  Tesco has and is one of the most distinctive and recognisable names in the marketplace and the high-street.  
Having previously identified several issues which are outlined in the presentation found at Appendix 1.  this report aims to critically evaluate the role of Tesco’s, marketing department and outline future developments of the marketing plan to address earlier identified challenges (Appendix A). In addressing these challenges the author aims to analyse known marketing tools utilised by Tesco, which aims to highlight the importance of marketing to the company, address the resources which are invested by Tesco, identify how the micro and macro environments have influenced the company’s marketing strategy along with how they measure, this report aims to critically analyse the issues faced by the company, and how they have to adapt their marketing strategies, to retain and attract customers into their stores. 


Company Background

Tesco began life in 1919, where following the end of the first world war its founder believed in making food affordable and available to everyone.
Tesco’s first store opened in North London in 1929, and since that time the company has expanded into a household name and a worldwide brand and become one of the most successful retailers in the world (Pereira, 2024a) boasting over 7000 stores,  over 4300 of those being in the UK, (Bedford, 2025) and employing over 300,000 employees in the UK (Bedford, 2025).  Since this time Tesco has become one of the most successful retailers in the world.
The retail and food industry has changed significantly in this time, globalisation has opened opportunities to extend markets allowing for the shipping of food products across the world in a timely fashion, thus giving customers the opportunity to buy products that are not inherently native to the country.  Customers have demanded products such as fruit and certain vegetables all year round, where historically they would naturally lean towards seasonal, homegrown fruit and vegetables. 
This has created a challenge for Tesco to maintain these supply chains and maintain Jack Cohen’s vision of ensuring that food was affordable to everyone. 


Main Findings

A key concern for companies like Tesco is the fact that customer behaviour constantly changes, customers no longer display loyalty to retailers, and with high expectations they will move retailer in search lower prices or higher quality goods (Tri Wahjoedi, Wulandari Harjanti, and Sri Rahayu, 2022). Factors such as cost of living, interest rates, environmental issues such as inclement weather or global issues like war must be factored into Tesco’s marketing strategy so that they can stay one step ahead of their competition and retain a loyal customer base.
(Cameron and Green, 2024)in defining leadership observed that only truly delighted customers remain loyal to an organisation, whilst this theory is more akin to leadership, and change management, this can also be applied in the marketing context, where customers who are satisfied with the customer service or product would remain loyal, however, this view was challenged by (Cromb 2005) who formed the opinion that whilst this was in the main true even delighted customers defected, and that not all loyal customers were profitable to a company.  This therefore poses a dilemma for Tesco, in what is a highly competitive market, on whether loyalty has now changed, or has it transformed into something more nuanced. (Ladhari, Souiden and Dufour, 2017) considers that the shoppers’ emotional satisfaction far outweighs price and quality, consequently playing a critical role in fostering customer loyalty. However, (Tri Wahjoedi, Wulandari Harjanti, and Sri Rahayu, 2022) found that while product quality positively affected loyalty, price and perceptions can negatively impact on satisfaction which would lead to customers switching retailers when expectations are not met.  
It is for these reasons Tesco utilises sophisticated marketing strategies to maintain emotional and experiential loyalty, cultivating loyalty through engagement, sustainability initiatives and tailored loyalty programmes (Ladhari, Souiden and Dufour, 2017).
(Krasnikov and Jayachandran, 2008) consider that the role of marketing drives superior performance and as such much empirical research on the effectiveness of marketing on company’s performance.  Tesco utilises key marketing strategies to good effect.  Applying the principles of the 4 P’s, segmentation and targeting to underpin a successful marketing strategy, drive change, yet retain an element of stability which maintains the customer’s familiarity with the brand.
Whilst (Dolnicar, 2018) presents a clear division within a marketing plan between  a strategic and a tactical division, one focusing on the long-term direction and the other on the immediate requirements.  Care needs to be exercised on the boundaries between strategy and tactics, as these can become blurred in what is considered an agile marketing environment, and as such companies rely heavily on data analytics and customer behaviour to shape strategic and tactical execution. To execute effective marketing, the process is more cyclical and adaptive, and must integrate operational, financial and cultural dimensions into their considerations and not rely wholly on strategic or tactical actions.  
The Marketing Environment and Strategy
Freeman 2010 observed through strategic management, Tesco can understand its own position and effectiveness, which (Dudovskiy, 2016a) observed through analysis of Tesco’s annual report revealing detailed analysis of their Marketing Strategy.
Tesco ‘s Marketing Strategy is underpinned by a substantial resource investment across financial technological and human domains. It allocates significant capital into campaigns such as Clubcard Prices, Aldi Price Match, and Food Love stories which are designed to reinforce brans trust and value perception in what is a highly competitive retail landscape. 
Tesco Clubcard utilised a technological infrastructure to leverage data to deliver personalised advertising, to optimise customer engagement.  Such a data-driven approach reflects Tesco’s commitment to market orientation as defined by (Narver and Slater, 1990).
The principles of the four P’s were first introduced by Professor Jerome McCarthy in 1960. Used to underpin a successful marketing strategy, (Karibasavaraja D et al., 2023) analyses the four key areas of the Marketing mix, taking account of each of the four components of Product, Price, Promotion, and Place which concentrates on the key elements of planning and marketing.  This should not be confused by the four C’s, of Cost, Consumer, Communication, and Convenience introduced by Bob Laiterborn in the 1990’s, which is a more customer focused model. It could be argued through their overall strategy Tesco uses this strategy alongside the 4 P’s to maximise its effectiveness, which in turn aims to satisfy its customers, leading to increased sales and profits. Investopedia confirms that Tesco utilises this to good effect in defining their marketing strategy laying a solid groundwork to capitalise on the primary brand value (Bhasin, 2024).
(Sheth, 2021) outlines that each element of the four P’s of marketing became more professional and institutionalised, and as time progressed the 4 P’s evolved into the 7 P’s adding People, Process and Physical evidence. The Chartered Institute of Marketing outline that each of the elements working in conjunction with each other and not in isolation ensure a successful marketing strategy, ensuring alignment of marketing efforts and customer-based expectations.  

The Macro & Micro Marketing Environment

(Dudovskiy, 2016b) claims that products and services offered by Tesco cannot be attractive to all people in equal terms, because different people have different needs and wants.  Identified by a set of macro and micro environmental factors that impact directly and indirectly on Tesco’s marketing decisions and management.   Macro environmental issues Identified through a process of environmental scanning and the micro environmental factors conversely relate to internal and external stakeholders, and the extent of the competition in general

The Macro Environment – External Factors

Tesco employs the PESTLE framework to systematically evaluate macro-environmental factors that influence its strategic direction and operational resilience. Unlike the SWOT analysis  PESTLE is a strategic tool used to understand the and evaluate the macro-environment (Pereira, 2024a). The model allows 
Politically, the stability of government, regulatory shifts, such as Brexit related trade policies and minimum wage legislation require ongoing monitoring, which directly affect and even disrupt supply chain costs and labour management. 
Economically, Tesco adapts its pricing and promotional strategies in response to inflationary pressures and fluctuating consumer confidence, ensuring competitiveness during downturns. 
Socially, the retailer aligns its product offerings with evolving consumer values—such as sustainability and health consciousness—evident in its expansion of organic ranges and plastic reduction initiatives. 
Technologically, Tesco invests in automation, data analytics, and omnichannel platforms to enhance customer experience and operational efficiency, particularly through innovations like warehouse robotics and Clubcard-driven personalization. 
Legal compliance is maintained through rigorous adherence to employment law, food safety standards, and data protection regulations, safeguarding brand reputation and stakeholder trust. 
Environmentally, Tesco has committed to becoming a zero-carbon business by 2050, integrating science-based targets and sustainable sourcing into its core strategy. 
By leveraging PESTLE analysis, Tesco anticipates external challenges and opportunities, enabling agile and informed strategic planning in a volatile retail landscape.

 The Micro Marketing Environment – Immediate Influences

Tesco’s micro marketing environment is shaped not only by immediate stakeholders but also by the competitive dynamics captured in Porter’s Five Forces model. The (MBA Skool Team, No Date) considers that the threat of new entrants remains low due to high capital requirements and Tesco’s entrenched economies of scale. However, this theory is contradicted by (Adamkasi, 2021) who considers that the threat of new entrants in the retail business is high, as emerging stores can simply enter the market. (Adamkasi, 2021) does however acknowledge that floor space requirement can create significant barriers to entry for startups, but it increases the likelihood of entry and healthy competition. 
The bargaining power of buyers is moderate to high, as consumers have access to numerous alternatives, this includes discounters like Aldi and Lidl, forcing Tesco to maintain competitive pricing and loyalty incentives such as the Aldi price match. 
The bargaining power of suppliers is relatively low; Tesco’s vast supplier network and purchasing power enable it to negotiate favourable terms with its suppliers, although (Adamkasi, 2021) considers it challenging for individual suppliers to have an effect on large retail companies such as Tesco due to the increased volumes, making  it challenging for a small company to break into the market. The (MBA Skool Team, No Date) considers that the threat of substitutes is limited, this is supported by (Adamkasi, 2021) given Tesco’s focus on essential goods such as groceries and household items, though digital platforms and meal delivery services present emerging alternatives. Furthermore, some alternatives are more costly than Tesco’s own low-cost products and services.  
Finally, competitive rivalry is intense, with major players like Sainsbury’s, Asda, and Morrisons vying for market share, prompting Tesco to differentiate through innovation, customer data analytics, and omnichannel integration. By actively responding to these forces, Tesco reinforces its strategic positioning and sustains its leadership in the UK retail sector.

SWOT Analysis

When the economy takes a downturn, and as the cost-of-living crisis begins to impact on customer spending power, customers become more circumspect on their spending habits.  Through use of SWOT analysis, specific issues can be addressed.(Pereira, 2024b)

   Strengths

Tesco over many decades has leveraged its Clubcard loyalty scheme to accumulate extensive customer data. This data driven approach represents a strategic strength enabling the company to monitor and quickly identify changes in customer behaviour and trends. Thus, allowing tailored personalised promotions, targeted vouchers along with relevant instore experience ensures they remain engaged with customers, which enhances customer satisfaction and reinforces brand loyalty and advocacy. 
From a strategic perspective, this ability reflects excellence in customer relations management and aligning with the “People” element in the extended marketing mix (7 P’s).  In the face of economic uncertainty loyal customers are more likely to remain engaged even when discretionary spending declines.

   Weaknesses

Tesco clearly is very successful in the UK and as such by its own analysis it considers the over reliance of the UK market as being a weakness (Pereira, 2024b), whereas in comparison to Asda as a subsidiary of Walmart with a global outlook. This could be perceived both a strength and a weakness where strategic decisions and directions could be influenced by Asda’s parent company.  
Introduction of competition such as Lidl and Aldi with initiatives such as the Aldi price match, have weakened Tesco’s dominance in the market share, despite them still holding on to 27 percent of the market.
Efforts to break into world markets – especially America and Japan have not been as successful and whilst Tesco have a significant presence in central Europe, they have withdrawn completely from the China market. Despite being one of the largest markets opportunities in the world – Tesco failed in China. According to (Wang, 2013), when compared with Westerners, Chinese consumers are “variety seekers”. (Banerjee, 2023) considered that the Chinese “tend to prefer to shop around, bargain-hunt, and to buy specific things from specialist traders, rather than trusting a supermarket to have everything they want or need in one place.”  




   Opportunities

	Previous analysis of Tesco identified the application of targeted marketing and expansion of their online grocery delivery service was an opportunity that could be capitalised upon. Their “Whoosh” delivery service offers same day delivery within 20 minutes for small “everyday essential items”.  By increasing delivery capacity, within eligible target areas and consideration to changing delivery vehicles to electric vehicles for this service, this not only extends the services of the company, but also could offer a commitment to reduction on carbon for those customers who consider the ethical challenges of their delivery service.
As consumers become increasingly ecologically aware, Tesco offers a   commitment to “serve their customers, communities and planet a little better every day” (Tesco PLC Ltd., 2025a) p4.  Whilst significant inroads have been there is an opening for more sustainable practices such as reducing packaging waste, offering more eco-friendly products, conserving energy, and supporting local communities. By doing so, Tesco can improve its reputation and appeal to customers who value sustainability and social responsibility. 

   Threats

	Over reliance on globalisation of products can pose supply chain issues.  The Ukraine war saw significant issues in the supply of rape-seed oil, as they were one of the single biggest producers of rapeseed oil in the world leading to a shortage due to the war hampering the export of that commodity out of the Ukraine.  Consequently, this led to a significant cost increase in oil during this time, with no alternative.  
	Whilst Tesco hold 27 % of the Market share, the threat of new entrants into the market continues to be a threat to their dominance in the market.  

Target Markets
Broken down into Geographic, Demographic, Psychographic and Behavioural sectors, Tesco can build a value driven strategy by segmenting targeting and ultimately positioning themselves appropriately. Data-driven personalization through advances in customer analytics allow retailers to anticipate needs and deliver hyper-personalized offers. This deepens engagement and encourages repeat purchases, even in competitive markets. (Ladhari, Souiden and Dufour, 2017). 
(Camilleri, 2018) acknowledges that people do not have identical preferences, so one product does not always completely satisfy everyone. Tesco appreciates this, therefore they invest heavily in the identification of the diverse preferences of their customers. In doing so Tesco can then ensure they can meet the needs of a wide range of customers, by targeting stores and consumers alike with specific products, tailor discounts rewards and store offer. Tesco can use this to identify the most profitable market segments (Camilleri, 2018) which allows them to better understand the needs and wants of the customer, placing them in an advantageous position to provide high quality goods at affordable prices, and offer good value for money, which in excess of a century after the formation of the company, they maintain that core ethos.   
At the same time demographic and geographic segmentation allows selection of markets against identifiable groups, and locations, allowing the selection of potential markets based on gender, and location.  Analysis of trends and individual purchasing behaviours, based on psychographic data, (Camilleri, 2018) considers that diverse consumers may respond differently to the business’s marketing efforts, which can undermine all marketing activity. However, to assess the effectiveness of STP, the outcomes as with any other marketing efforts must be measurable, profitable, accessible and actionable, as such marketers must build their positioning strategies to improve the customers perception of their products. It will be impossible to satisfy all customers; however (Le Meunier-FitzHugh, 2021) considers the importance of the brand as an intangible asset, therefore the utilisation of segmentation, targeting and positioning effectively allows Tesco to differentiate themselves from other competitors in the marketplace.   

Media Strategy
Tesco’s omnichannel environment in 2025 reflects a seamless integration of physical retail, digital platforms, and personalized services. Through innovations like the Tesco Connect platform, the company unifies in-store shopping, online ordering, and AI-driven personalization to create a cohesive customer experience. Appendix C.  With over 20 million active Clubcard users, (Tesco PLC Ltd., 2025b) Tesco leverages deep data insights to tailor promotions and product recommendations across mobile apps, websites, and physical stores. With the development of rapid delivery options (Whoosh Delivery), this has the potential to transform stores into hybrid hubs. This strategy not only enhances convenience but also reinforces loyalty(Ladhari, Souiden and Dufour, 2017) but also positions Tesco to compete effectively with both traditional rivals and tech-enabled disruptors in a rapidly evolving retail landscape.

Measuring Success

Customers have always been Tesco’s priority, historically Tesco have used the “Steering Wheel” tool Appendix B  to measure success, (Francis, A. no date) outlining a balanced scorecard for areas of focus, however overtime, as the business evolved, it was considered that this became too complicated.  Following a period of transformation Tesco now focuses on six Key Performance Indicators (KPI’s) (Tesco PLC Ltd., 2025b). The reduction of indicators has allowed for greater focus and alignment with “what matters most” (Marr, 2024)  Through sophisticated analysis of financial data on year on year sales growth, profit and and customer satisfaction, and staff feedback and work with trusted partners (Tesco PLC Ltd., 2025b). Tesco can identify whether their marketing strategies deliver the required success.(Raj, 2023) Concludes in his report that data infrastructure is fundamental in transforming business.  And such analysis allows for the successful measurement of success. 


Conclusion

The analysis highlights that Tesco operates in a highly dynamic and challenging environment, where evolving customer preferences and external macroeconomic pressures significantly impact business strategies. (Austin and Currie, 2003) formed an opinion that people are not prepared to respond or adapt to changes, and as such leaders must develop strategies to respond and sustain changes within organisations.  However, they go on to challenge this theory in so much that leaders and managers are so focused on building elaborate plans and strategies that they forget that human dynamics that were hidden could undermine any efforts towards change. 
As such the company faces persistent challenges in maintaining supply chains while upholding its founding vision of affordability. Key findings indicate that although customer loyalty is increasingly elusive, Tesco’s ability to adapt its marketing and operational strategies in response to fluctuating consumer behaviours, economic factors, and global events is critical for sustaining its market position. Furthermore, the literature suggests that while customer satisfaction remains an important driver of loyalty, it is not an absolute predictor of retention or profitability. Additionally, effective change management within Tesco hinges not only on strategic planning but also on understanding the complex human factors that influence organisational transformation. These insights underscore the necessity for Tesco to remain agile, customer-centric, and innovative to navigate ongoing industry disruptions and maintain competitive advantage. (Sheridan, 2025) considers that its marketing strategy exemplifies its commitment to customer loyalty, digital outreach and innovative retail campaigns.  This is because of successful implementation of marketing theory and understanding of their marketing environment Tesco should integrate a practice of continuous review, which will provide an insight to the current position of the organisation, assist with planning future objectives, and formulate and execute strategy to stay one step ahead of its competitors.  Monitoring the progress of changes to ensure they deliver the required outcomes 
Tesco’s current approach to managing change demonstrates effective short-term adaptation, grounded in strong leadership, loyalty data, and clear messaging.
However, it lacks the transformational change required to leap ahead of discounters in terms of cost structure and perceived value. 
By embedding more agile, customer-centric, and efficiency-driven strategies—such as revamping its discount offering and reengineering its supply chain—Tesco can better align with long-term market expectations. 
The key risk is balancing innovation with brand integrity and avoiding further consumer confusion. A multi-pronged approach, guided by Kotter’s model and supported by targeted operational investment, is the most sustainable path forward.

The integration of behavioural insights into Tesco’s marketing strategy ensures that the company’s focus remains customer centric, resilient and forward-looking.
  
Recommendations

In summary, Tesco’s continued success depends on its ability to anticipate and respond to both internal and external challenges. The company must balance operational efficiency with customer-centric approaches, recognising that loyalty is multi-faceted and influenced by a variety of factors beyond mere satisfaction. By integrating flexible strategies and fostering an adaptive organisational culture, Tesco is better positioned to address uncertainties and deliver sustained value to its stakeholders. This holistic approach will be fundamental in ensuring Tesco’s resilience and growth in an ever-evolving retail landscape. 
Tesco have identified key strategies, already, and they should continue to build on a strong relationship with its partners and its customers. It is vital that Tesco continues to respond to the customer markets, listen and – understand what is and act on what is important to the customer. 
In looking to the future, Tesco should continue to work with strategic partners to launch new products, maintain its ethos of value for money – and ensure that their products meet the lowest retail competitors such as the Aldi Price Match promise.  
Tesco must also maintain continuous communication by developing and evolving its online presence and app use to meet customer needs. By keeping up with technological advances, the technical generation are enticed into, and remain engaged and satisfied in its use, however in doing so, Tesco must also actively take precautions not to alienate part of its core customers.  Whilst the world moves towards its online and virtual platform.  Tesco should not forget its core business that being its stores and being customer facing. Many customers still feel the need to “shop in store” and interact with the tangible store experience.  
Tesco should continue to utilise personalised shopping incentives to customers, through use of targeted emails, and offers, however again, this needs to be balanced against the barrage of “unsolicited” emails that appear increasingly in individual accounts.  There is a fine balance between engagement and overkill, and this needs to be managed carefully.
Evolve its online delivery. Tesco should consider the expansion of Whoosh Delivery service, currently situated in 1500 stores, it promises same day delivery within 20 minutes.  Due to such a specific time target, expansion of this service may not always be possible in certain areas, but consideration could be given to a feasibility study to ascertain whether there is merit in expanding the service.  
Tesco should continue to embed changes into corporate culture, strengthen culture through investing in training and leadership modelling embracing change in such a way that it becomes “the way we do things around here” (Kotter, 2012) 
Manage the pace of change internally carefully to ensure alignment across the whole corporation, ensuring support and resources are available to all employees to minimise resistance, and ensure “buy-in” at all levels.
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