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Executive Summary

      Tesco has come a long way since it was founded, in 1919. Tesco continuously worked on improving the range and quality of products and  through considerable investments, the company built modern superstores, closed down unprofitable stores and focused more and more on its customers and on ‘value for money’.
      One of the most successful actions was the Clubcard, which offered insight into the company’s customers and their preferences by segmenting according to area, products purchased and life stage. 
    By using a variety of marketing strategies, such as: segmentation, differentiation and  pricing strategies, Tesco demonstrates that it can provide a wide variety of products and services to a large number of customers  and it effectively earns their trust and loyalty with the help of competitive prices, quality products and customer service. 
      Tesco received criticism as well, regarding allegations such as price-fixing, over declaring profits, mistreating certain ethnic backgrounds, supplier issues and environmental impact. Tesco has addressed most of these issues, but the criticism emphasizes the challenges faced by such a large company trying to focus on profit but also on social and environmental responsibility, in a dynamic market environment.
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1.0 Introduction
[bookmark: _Toc150070243] 
       The present report was created on behalf of Tesco, at the request of the editor of ‘Tesco Marketing’ online Journal,  by marketing assistant Irina Kitley. 
      The report was requested on the 10’th of November 2023 and its purpose is to investigate the success of Tesco’s customer relationship management, by addressing the following topics: history of Tesco; data collection and evaluation; segmentation, pricing strategies and differentiation; ethics and sustainability.
      The submission date of the report is the 17’th of November 2023.
      The report was created by using a variety of sources, from books to articles and websites. Varied models have been applied throughout the report and the corresponding diagrams can be found in the Appendices.
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      Tesco was founded in 1919 by Jack Cohen, as a market stall in London. The name 'Tesco' originates from the initials of Cohen's tea supplier (Thomas Edward Stockwell) and the first two letters of his surname (CO) (Tesco PLC, 2023).
      Since its market days, Tesco has grown into one of the world's largest and most successful retail chains. Tesco's growth has been remarkable, with strategic expansions,  innovative business practices, a focus on customer satisfaction and diverse product offerings.
       In the late 1990's and early 2000's, Tesco's CEO Terry Leahy led the company into an intensive international expansion, entering new markets like Asia and Eastern Europe. 
      Tesco's focus on diversification, such as entering areas like online grocery shopping, financial services or mobile services, further ensured its position as an industry leader. By adapting to the continuously changing customer preferences and embracing innovation, Tesco continues to grow, demonstrating its leader status in the ever-evolving retail landscape (Tesco Business Solutions, 2023).  A more detailed history of Tesco can be found in Appendix 1.
      Tesco's is the biggest out of the top four supermarkets that dominate the UK market, the other three being Sainsbury's, Asda and Aldi (in 2022 Aldi overtook Morrisson's). Tesco's market leader position is constantly threatened by its competitors. The failed attempt to merge Sainsbury's and Asda in 2019 allowed Tesco's to keep its number one spot in the market (Statista, 2023). In 2023, Tesco’s market share was 27.2%, 3% more than last year. Sainsbury’s market share, by comparison, is 14.8% . 
      Tesco has over 4100 stores in the UK (7000 worldwide and over 500.000 employees). In the financial year 2022/2023, Tesco's made a revenue of 60.25 billion pounds in the UK, which is 14 times the revenue that the company makes in Central Europe (Reuters, 2023). Until August 2023, Tesco  reported a profit of £1.4bn, up 14% from the previous year .Please find the graph detailing the change in sales between 2015-2023 in Appendix 2.
      Tesco's mission statement is 'We make what matters better, together'. This means that the company values its customers and business associates and that everyone is responsible for the success of the company. Tesco's vision is 'to be the most highly valued business by the customers we serve, the communities in which we operate , our loyal and committed colleagues and, of course, our shareholders' (Tesco Careers, 2023). Tesco's motto is 'every little helps' (Tesco, 2023). Through the mission statement, vision and motto, the company states that its main purpose is to make a better experience for each customer every time they visit the stores, by offering them a better quality of life. 
      Every company wants to maintain its mission statement and Tesco achieved success on multiple levels. However, the company also received criticism regarding issues which contradict its mission statement, such as:
-price-fixing 
-horse meat in burgers 
-racism against Romanian shoppers 
-out of date food 
-fraud (over declaring profits) (Belfast Telegraph, 2019).
      

[bookmark: _Toc150459339][bookmark: _Toc150507735]2.2 Data collection and evaluation
[bookmark: _Toc150070246]      
      Data collection is defined as 'the process of gathering and measuring information on variables of interest, in an established systematic fashion that enables one to answer queries, stated research questions, test hypotheses and evaluate outcomes' (hhs.gov, 2023).
      Data can be collected through the following means: surveys, questionnaires, forms - all of them filled in online, in person or by phone, email or mail - focus groups and interviews or direct observation of participants in a research study.
      Data collection  is very important for companies and research on human subjects has been carried out since the Middle Ages, but the codes of conduct regarding appropriate researcher behaviour only appeared in the 20'th century. Researchers must prevent problems like coercion and deception, confidentiality issues and trust breaches and most importantly, they need to make sure that the parties involved can provide informed consent (Elswick, 2016).
      Tesco, just like every other retail company, collects the following types of data : identity information, financial information from bank card or Clubcard details and purchase history, user and interaction data (the products and services accessed in store and online, answers to surveys, CCTV, online marketing), marketing data, location data, technical advice data, special category data (sensitive information) (Tesco, 2023).
      One of the most important tools for data collection that Tesco uses is the Clubcard. Tesco Clubcard creates relationships with customers on multiple levels : it enables the collection of points through transactions with other retailers, the option to  redeem points with leisure outlets, etc. The customers with high spends get rewarded in many ways:  coupons, vouchers with short redemption dates for products that the customers prefer, etc (Rowley, 2005).
      A study conducted in 2022 showed that Tesco's Clubcard was voted the best loyalty programme in the UK by the shoppers looking for the best deal (Appendix 3). Tesco scored 3.82 out of 5 points, with customers saying that the company has the best discounts and rewards (Goncalves & Foster-Collins, 2022).
       Data collection can bring many benefits to the company if used correctly. Customers need to know that their personal data is kept safe at all times. Tesco's bank hack from 2016 was an instance when money was taken from the accounts of 20.000 customers, along with names, addresses and payment data. Tesco had to invest in adequate protection for customers and keep the customers informed at all times, give the sensitivity of  the data collected (Laidlow & Spoerry, 2016).
      Tesco uses all the information gathered about its customers to tailor the whole shopping experience according to what the customers value. Ultimately, the focus on customers is what attracts loyalty and satisfaction: attention to elderly customers’ needs by adding seats and parking spaces; short queues, large aisles and customer representatives ready to help.
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     The concept of market segmentation was introduced 60 years ago and it is an important tool in understanding market strategies.  Market segmentation has been described as dividing a company's target market into smaller groups of potential customers with similar needs and behaviours. It offers insight into which products are preferred, potential locations, allocation of resources and development of marketing strategies (Makgosa & Sangodoyin, 2016).
      The customer loyalty ladder is a relationship between a company and its customers. Segmentation is based on the customers' loyalty and engagement and how likely it is for them to recommend and become advocates of the company's products. The loyalty ladder consists of five steps: prospects,  customers, clients, supporters and advocates (Raphel & Raphel, 1995). The loyalty ladder can be found in Appendix 4.
      According to Harvard Business Review (2023), for a customer, loyalty is shopping only from a retailer that treats them well and offers them rewards and value for money long term. Customer loyalty is not only repeat business, although it does help. Customer loyalty is about recommending the retailer to other potential shoppers and even promoting their products. Customer loyalty is a great way to attract new customers without investing into advertising or through other promotions (Reichheld, 2003).
      Tesco uses a variety of marketing channels in order to attract prospects: TV, radio, email, social media and in store promotions. One of Tesco's most successful marketing campaigns was 'Prices that take you back' , launched in 2019 for its hundredth anniversary. The campaign mostly used social media to reach customers and was a great success - Tesco made a sale of almost 500.000 in one week and had 455.000 participants in the snack competition launched (Shastri, 2023).
      The critics of the loyalty schemes argue that they are only bribes: customers have more than one loyalty card, so they can't really be called 'loyal'. There have been many loyalty programmes that have failed, so there is no guarantee that they will be profitable for the company. In order for the loyalty programme to work, the customers have to feel that they are receiving value for money and that their interests are being respected (Humby, 2008).
      Tesco has a very strong brand and the success of the Clubcard was gaining customers' loyalty. The Clubcard is a very efficient way to understanding customer behaviour and how customers remain loyal to the company. This makes Tesco even more invested in collecting data. The Clubcard is kept relevant, offers value for money and gives the impression that the company cares about the customer (Insight, 2004).
       Segmentation can be divided into geographic, demographic, psychographic and behavioural bases. Tesco's target customer segment is made up of individuals who are cost-conscious and are interested in sales, bargains and value for money, but who are not willing to compromise on quality (Dudovskiy, 2016).
[bookmark: _Toc150459342]       Segmentation is a very useful tool for understanding information, as it breaks down information and makes it easier to analyse the data. However, it can also oversimplify the content, making it easy to miss important details. It can also be an expensive investment. Another concern regarding customer segmentation is the threat of discrimination against certain groups of people based on race, religion etc.
      Hoek et all (1996) also argued that the psychological demographics used to segment the market might not be stable over time: ‘if there is one overriding criticism that can be levelled at market segmentation research in general, it is the failure to recognise the role of guiding theory in predetermining the general directions and findings of empirical research’. 
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      It has been said that the price a customer is willing to pay for a product has nothing to do with the actual cost of the product and everything to do with how much they value said product (Armstrong, et al., 2021).
     The most common pricing strategies are:
-Skimming
-Expansion
-Penetration pricing
-Destruction
-Loss leader
-Cost leadership
      Tesco falls mainly under the cost leadership category, because its aim is to be the lowest cost operator in the market. In order to achieve this, Tesco had to invest heavily in technology and to introduce standardized systems across all stores, in order to reduce operational costs and improve efficiency (Al Noman, 2022). 
      There various ways in which Tesco can maintain a cost leadership strategy: entering contracts with suppliers and buying in bulk, this way getting the products for lower prices; the cost of distribution and logistics is spread across a large number of locations; the self service stations help cut down the cost of human resources; the strong analytics team	 deals with data collection and this helps them understand their customers better and optimise their pricing and inventory (Clubcard scheme) (Humby, 2008).
      Tesco also engaged in the expansion strategy, by entering the international market. As former Tesco CEO Philip Clarke stated, 'We will win locally by applying our skills globally' (Tesco PLC, 2012).

The 7 P's of the marketing mix
      The marketing mix is a series of marketing activities that a company needs to take into account in order to satisfy their customers' needs. The 7 P's are: Product, Price, Place and Promotion (McCarthy, 1960), to which three more elements were added: People, Process and Physical Evidence (Bitner & Booms, 1981). The 7 P's marketing mix diagram can be found in Appendix 5.
      Two of the most important marketing activities for Tesco are Product and Price, which will be briefly addressed in this report.
      Tesco attracts its customers with a variety of products, but also with their own brand products (Finest, Everyday Value, Organic), which are of high quality standards and from reputable suppliers. There is a wide range of convenience products which appeal to customers who have busy lives and prefer ready to eat meals but also snacks and drinks. Tesco also offers non-food items along with their food choices, trying to make their stores a 'one stop shopping experience' (The stategy story, 2022).
      Tesco keeps its competitive pricing by constantly monitoring and comparing prices with competitors . Their own brand products are at various price points, from Everyday Value (budget) to Finest (premium quality at a higher price). Tesco attracts customers with price promotions like multi-buy deals, limited time discounts, seasonal offers but also with rewards through the Clubcard loyalty program. Tesco also has competitive prices for online shopping; these strategies are based on demand, stock  levels and competitors' prices. Moreover, Tesco keeps a positive price perception by emphasizing the value and quality  of its products. The company constantly communicates its mission to offer good value to its customers. This is achieved through marketing campaigns and in-store signage (Learn Marketing, 2020).

[bookmark: _Toc150507739]2.3.3 Differentiation
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      A company uses the differentiation strategy when it tries to make its products different and more attractive than those of its competitors.
      Porter's Generic strategy is used by companies  to gain a competitive advantage over their competitors. The generic strategies contain cost leadership, differentiation, cost focus and differentiation focus and  can be found in Appendix 6 (De Wit & Meyer, 2004).
      Tesco engages in a cost leadership strategy through offering competitive prices but without compromising on quality. Tesco also has their own private label brands and they  expanded into different fields like finance and mobile .      
      Tesco has grown rapidly into an international retailer across Central and Eastern Europe and Asia. The international expansion began in 1992, when Tesco took over the French supermarket chain Catteau. This, however, was not a successful endeavour, as Tesco couldn't compete and exited the market 4 years later. This failure emphasized the need to understand the new markets and the risks associated with entering already developed markets. Tesco continued its expansion through acquisitions or partnerships into underdeveloped European  markets, such as: Hungary in 1994, the Czech Republic and Slovakia in 1996, Ireland in 1997 and Poland in 2002. Similarly, starting from 2004, Tesco entered the Asia market: South Korea, Thailand, Japan, Malaysia, China and Taiwan. The success of the international ventures was based on the 'transfer of knowledge from the home market to the local market but with some tailoring for local preferences'.
      While Porter’s generic strategies work well for Tesco, there are limitations in other companies, such as: industry-specific limitations, dynamic and complex environments, globalisation, innovation, organisational culture and capabilities, market saturation, customer-driven strategies.
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      Descriptive and normative ethics focus on aspects of morality and ethical decision making. Descriptive ethics represents the way people understand and behave in moral scenarios. Descriptive ethics is only concerned with presenting the values and practices of people without commenting on how appropriate they are and without instructing people how to behave. On the other hand, normative ethics establishes guidelines and principles and provides the framework for making moral decisions .     
       There are various documents that addressed the ethical criteria in regards to data collection : the Declaration of Helsinki 1964, the Nuremberg Code 1949, the Belmont Report 1978, the Ottawa Charter 1986. Among the ethical criteria described, there are the following:
- no harm to be done to the participants;
- participation is on a voluntary basis, without any type of payment
- participants can withdraw at any time
-informed consent must be obtained
- no deceitful practices to be used
- confidentiality  is extremely important .
      Tesco was accused of several ethical issues, including: human rights, pollution, irresponsible marketing, animal rights and anti-social finance among others. In 2019, Tesco was found to have collaborated with suppliers who were using slave labour. Tesco was also accused of tax avoidance strategies lying about profits .
      Tesco has an extensive description of their ethical values and principles on their website ,   detailing their commitment to offering good jobs, good standards like working hours, health and safety, no child labour, no discrimination. There are also details about responsible sourcing criteria and the ‘Ethical First’ initiative for the non-food supply base: Tesco will always look for ethical suppliers and will end any contract with those suppliers that prove not to be ethical.
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      Sustainability was described in the Brundtland Report 1987 as ‘meeting the needs of the present without compromising the ability of future generations to meet their own needs’ .
      Sustainability has three dimensions:
- environmental sustainability , which is influenced by factors that can impact the planet;
 - social sustainability, which focuses on people and their well-being;
 - economic sustainability, which aims to create a balance between financial stability, economic growth and resource efficiency.
        This report will analyse the Social aspect of the Triple bottom line (Elkington, 1994).
       On their website, Tesco states that ‘serving our customers a little better every day is one of our main priorities and we believe it is equally important to give back to our communities and our planet as well’. To fulfil this promise, Tesco has been involved in many community projects and invested more than one million pounds in grants. Tesco partnered up with food banks and donated over 52 million pounds in meals consisting of unsold food from its stores. Tesco also has partnerships with the British Red Cross and other charities and was involved in projects such as ‘Stronger starts’ and offering school vouchers.
      The criticism of the Triple Bottom Line is that measuring the social and environmental aspects can prove to be difficult. Depending on the type and size of the company, it could also be difficult to try and stay profitable while contributing in society.
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      The findings from the research conducted are that Tesco manages to perform extremely well when it comes to customer engagement, through its loyalty programmes, personalised marketing, and communication with its customers. Tesco’s constant efforts to understand what the customers need, helps build trust and loyalty. Tesco is also continuously looking at innovative technologies that can help connect with customers and has shown that it is committed to social responsibility. Furthermore, Tesco consistently delivers high quality products and services, which maintain its positive reputation.
      The areas for improvement detected are: data privacy and security, communication transparency regarding profits and competitive pricing.
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Appendix 1

Brief history of Tesco
1919 – Jack Cohen opens a small stall in East London
1924 – Tesco’s first brand appeared
1929 – The first Tesco store opened
1950’s – Tesco had more than 800 stores
1970’s – Jack Cohen resigned
             -Tesco moved into fuel (1973)
             - Checkout at Tesco – Green Stamps (1977)
1980’s – Checkout 82 (prices cut 3%-26% on 1500 food items)
· Healthy eating range (1985)
1990’s – Every Little Helps  brought 1.3 million new customers in the first 2 years
             -1992 – Computers for schools
             -1993 – Tesco Value
             - 1994 – Service commitment at checkout ‘One in Front’
             - 1995 – Tesco Clubcard(5mil customers in the first year)
                         - Central Europe
            - 1997 – Personal Finance (300.000 applications)
           - 1998 – Tesco Finest
2000’s – Tesco went online
· 2001 – F&F and Race for Life
· 2002 Bought ‘One stop’
· 2003 Tesco Mobile
· 2009 Re-launched the Clubcard
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 Tesco's change in UK sales 2015-2023
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The Loyalty Ladder
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(Raphel & Raphel, 1995)
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The 7 P’s marketing mix
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(leadagency, 2023)
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Porter’s Generic Strategies
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(Research gate, 2023)

[bookmark: _Toc150507751]Appendix 7

The Triple Bottom Line
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(Elkington, 1994)
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