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EXECUTIVE SUMMARY 
 


This report provides a critical evaluation of Tesco company about the importance and effect of customer relationships on the company and its customers. The effects of Sustainable Relationship Marketing strategies and practises on customer interactions in the Tesco company are highlighted.
A brief examination of the company's development or collapse, as well as its marketing initiatives, was undertaken from the past to the present. The method of collecting consumer data was discovered and evaluated to develop and maintain a relationship with clients. Pricing strategies, segmentation, differentiation, ethical and sustainability customer relations practices were all being investigated. 
Will be presented the investigation of the Tesco company's methods of creating and maintaining strong and long-term relationships with the company's consumers, as well as the theories adopted by it that contribute to the support of these relationships. 
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1.0 INTRODUCTION


On 2 October 2023, the editor of Tesco's Marketing online journal requested this report with the scope of analysing the impact on organisational performance, customer relationships, and the influence of Tesco's Sustainable relationship marketing policies and practises. Diana Cristina Cretu marketing team member compiled the study to undertake an investigation to establish good practices and areas for future improvement. The report was submitted on 17 November 2023.


The methods that were used to manage the report's creation and development were obtained from academic books, journals, lecture resources, and websites. 










                     2.0 MAIN FINDINGS


2.1 TESCO DEVELOPMENT

Tesco is a well-known British Multinational Grocer launched by Jack Cohen in 1919 and his objective was to provide meals at reasonable costs. Everything began with the sale of tea bags in the local markets, followed by the opening of the first Tesco store in London in 1929. (Catalao, 2022). 
Tesco developed in several locations in 1960, allowing the company to prosper and have many more consumers than previously. The company began offering books, apparel, electronics, furniture, internet, and financial services. Tesco expanded into fuel in 1973, a wise decision that made the grocery considerably more profitable. At present, the company provides a variety of services such as bakery, frozen food, petrol, clothing, beauty, and healthy products. This is one of the reasons why people prefer Tesco. 
The grocery store has many loyal customers with whom it builds long-term relationships. Tesco launched a new customer reward programme, the Clubcard, on February 13, 1995, with a different perspective than in the past, promising customers that "Every Little Helps." According to Ieva and Cristina (2020), this was crucial to the company's success since, before the Clubcard, Tesco was only the second-ranking supermarket in the UK and after the Clubcard, Tesco became the globe's best-selling supermarket, with the successful Customer Relationship Management. (see appendices 1.0)

According to Bedford (2023) at the Grocer Awards, Tesco has been chosen as the most popular supermarket by customers in the United Kingdom for five consecutive years. Tesco has the greatest UK market share and will earn more than 60 billion euros this year. On the other side, the company has lost market share for hard discounters in the United Kingdom over the previous decade since it has a different strategy than its competitors Aldi, Lidl, and Iceland. While Tesco focuses on differentiation to establish a distinct market position, its competitors concentrate on a low-cost strategy. As a result, the retailer established an "Aldi price match" company to match Aldi's prices and expand its client base. (Lopes,2021)
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”. The statement indicates that measuring vision and the company's progress towards it requires the fulfilment of all parties involved.
 The mission of Tesco is “everyday low price”. The mission is to produce the most advantageous prices for consumers to acquire their lifetime loyalty and to develop and sustain strong, long-lasting relationships. (Samuel, 2021)
Tesco's vision and mission both relate to customers. The organization prioritizes customer satisfaction, and once accomplished, long-term partnerships will be developed.






2.2 DATA COLLECTION AND EVALUATION

According to Kianto (2021), customer data is information about customers (names, addresses, emails) generated and produced in the client relationship organisation that the company can use in many ways for business objectives. 
Rollins and Halinen, cited in Kianto (2021), define customer data as facts in IT systems that can take the form of demographic, psychographic, preferences, behaviour, customer feedback, and interaction data, and act as well as data about segments and potential customers. 
Kianto (2021) states that the corporation can collect, store, and interpret massive amounts of data utilising advanced technology, and without this data, the company is left wondering what is going on with customers. Collecting data is critical for organisations that wish to build and grow effective relationships with their valued clients. It allows them to build customer profiles that provide critical knowledge to the company.
This big grocery Tesco collects customer data information, such as their names, phone numbers, emails, and addresses, from the customer's club cards. All this information about customers is collected whenever they use Tesco services and scan the cub cards. This customer data information helps the grocery deliver, maintain, and improve its services to create loyalty and build a strong relationship with customers. Also, this data information is used to process, refund and repair customers' purchases. To maintain customer trust Tesco is taking the customer’s data protection very seriously in the company and tries to keep all this information safe by using computer safeguards such as firewalls, monitoring the activity in the accounts to prevent fraud, and they also converted data into cypher text which cannot be unscrambled. (Tesco, 2022). 
Even while Tesco protects customer data very well, they are incredibly valuable to hackers, and its system, like all others, is particularly vulnerable to hacking.
“Data breaches represent a permanent threat to all types of organizations. Over the last decade, mass cyberattacks against large organisations have increased”. (Mezzour et al, 2019)
Tesco communicates with customers through a range of methods, including emails, social media, membership cards, and websites, to keep them updated about their products, services, and special offers to gain customer satisfaction. For any organisation customer satisfaction, trust and commitment are extremely important.
In buying habits and promotional materials, trust is viewed as a critical concept for establishing long-term connections and as a crucial component for deciding satisfaction.  According to previous research, buyer happiness is a significant factor in buyer loyalty: if clients are satisfied regarding services, they will make more purchases. As a result, one of the most important indicators of customer confidence, which is a vital component of a successful long-term relationship, is customer satisfaction. (Islam and colleagues, 2021)



2.3 SEGMENTATION, PRICING STRATEGIES AND DIFFERENTIATION

2.3.1 SEGMENTATION
According to Simkin (2016), market segmentation is the process of grouping clients into more compact, equivalent, or related sectors. A market segment is a group of people, or organisations who have one or more similar characteristics and purchasing patterns, resulting in broadly similar demands and purchases. Market segmentation entails recognising those categories so that marketers can produce products or services that are matched specifically to them.

	                                              SEGMENTATION TESCO 

	GEOGRAPHIC
	DEMOGRAPHIC
	PSYCHOGRAPHIC
	BEHAVIOURAL

	REGION
DENSITY
	AGE
GENDER
INCOME
OCCUPATION
EDUCATION
FAMILY SIZE

	LIFESTYLE
PERSONALITY
	OCCASIONS
ATTITUDE




Through segmentation analysis, Tesco was able to deduce the marketing plan and self-evaluate its competitive strengths, recognising the need for effective segmentation and that it must be differentiable, substantial, quantifiable, accessible, and actionable. To measure the features of each area, the corporation gave discounts to Club Card holders in exchange for personal information such as name, address, extra information about the size of the household, children's ages, and dietary preferences.  (Siegfried 2021)
This data was critical for gathering consumer feedback, allowing the organisation to study the client independent of their lifestyle or purchasing habits. Segmentation using the Clubcard Strategy Tesco uses geographic segmentation to determine which items customers are interested in based on their preferences by looking at their addresses and the size of their families.
The Clubcard is used by the corporation to divide the market into classes based on age, gender, family size, income, education, religion, and nationality. Psychographic segmentation was accomplished by considering socioeconomic class, standard of life, and appearance. Tesco separated the market into categories based on their awareness, knowledge, and attitudes in terms of behavioural segmentation. (student share,2023)

The necessity of market segmentation for the organisation is critical since it allows it to speak with clients in each respective category more directly, which helps improve customer relationships. The creation of marketing segments is important, but if this is not clearly defined, there is a possibility of failure.
“Segmentation only works when segments are clearly defined and distinct from one another. If your segments are too broad and vague, you’ll lose out on many of the benefits of market segmentation because you’re unable to tailor your approach precisely enough”. (Shaw,2023)








2.3.2 PRICING STRATEGIES

The price of a product, according to Edwin and Faith (2018), is an accumulation of the principles that clients swap for the advantages of possessing or making use of an item or service. Pricing as a purchasing impulse is essential in cost administration because it not only determines how prices are perceived and evaluated, but also influences client buying choices. Product pricing is a tactical decision, and the cost or value allocated to a good or range of goods is going to impact how consumers interpret the firm's products and choose to purchase them or not. “The importance of price as a purchase stimulus has a key role in price management since not only does it determine the way prices are perceived and valued, but it also influences consumer purchase decisions”. (Edwin and Faith, 2018)
Tesco makes every effort to keep its pricing as reasonable as it can while still maintaining the excellence of its goods and remaining in business. It employs a range of strategies, including economies of scale, for passing on any savings to its consumers while maintaining their satisfaction.   Tesco's cheap pricing has won over customers over the years, helping the company to beat all projections and establish the biggest retailer in the United Kingdom, displacing established names such as Sainsbury's. (Perch,2023)   
It also uses a form of club card that enables its customers to accrue points for what they buy, which can then be converted into cash. That is an excellent price-promotional strategy for providing additional price reductions to loyal and good customers. This system of pricing encourages further decreases in prices, boosting revenue while having little effect on income. (Shastri,2021)       
Tesco's pricing strategy comprises the following:                                                                   
COST LEADERSHIP
Cost leadership is Tesco's pricing approach. Its management strives to reduce sourcing and operational costs through economies of scale, as well as a range of other tactics, to provide a cost advantage to customers as the primary brand benefit. To attract clients, Tesco attempts to keep the cost of goods and services cheap without losing quality, particularly with its own brands. It advantages from economies of scale by collaborating with suppliers on a continuous basis to increase the effectiveness of the supply chain and lower costs. 
COMPETITIVE PRICES

Tesco wants a cost advantage in the market, although it faces competition from other firms. Sustaining competitive costs for goods is standard for the company because affordable rates attract more customers and help to increase revenue from sales. (Bhasin,2023)    
COST BASED PRICING
Cost-based pricing influences prices depending on the costs of production and distribution. This strategy only applies to Tesco's own brand goods, not to national brand goods. This is because Tesco bases the pricing of its own brand products on its production costs.          

GOOD VALUE PRICING
Everyday cheap price is an important sort of good-value pricing at the retail level. Tesco, for example, charges different products at promotional pricing daily. 
EX: “Provides fish for a low price on Monday but vegetables for lower rates on Tuesday”.        



2.3.3 DIFFERENTIATION

Marketing differentiation is the creation of unique goods and services in the firm's export market to attract and keep buyers. Companies that employ marketing differentiation can distinguish their services from competitors in a variety of ways, such as pricing, quality, service, creativity, and convenience. 2019 (Morgan and Kaleka). Businesses use several differentiation tactics to increase revenues and attract customers, but not all are successful.  
“While there are plenty of options, not all differentiation strategies are equally successful. What’s successful for your company will depend largely on what you offer, your company’s culture and capabilities, and your industry.” (kissmetrics,2023)

Another prominent general strategy for creating a competitive advantage is differentiation. Tesco has created a huge and loyal consumer base and meets growth targets by integrating differentiation with a cost-cutting strategy. Tesco's differentiation approach allows it to expand its customer base by stressing distinctive product attributes. In implementing this plan, Tesco's objective aims to distinguish itself through creativity and also to answer customers' increasing health issues.
 “Tesco has extended its product line after studying the consumers’ changing interests to differentiate itself from competitors and expand the scope of opportunities within the industry.” (Butler,2018) 

Market penetration entails encouraging increased revenue from existing clients. It consists of efforts aimed at increasing the market by concentrating on a current good in a solidified market. (Steinberg) 2023. Market dominance is Tesco's primary significant method for fulfilling growth targets.
Adopting this method requires Tesco to cut its pricing and use various marketing and promotional strategies to increase sales among its current clients. To achieve sales growth goals while remaining in the same market, the company offers various price cuts and bargains, frequently conducts promotional campaigns, and presents the product in new appealing packaging. The strategic goal of Tesco's approach to penetration is to boost purchases by lowering prices through cost leadership. Market penetration, as a primary intensive growth tactic, refers to Tesco's ability to differentiate its offerings while also establishing cost leadership. This aggressive expansion strategy is supported by both the reduction of cost and the differentiation of basic tactics. Butler (2018)















2.4 ETHICS AND SUSTAINABILITY

2.4.1 ETHICS

A normative view of business ethics is concerned with the principles, values, and norms that govern organisational decisions. Business ethics in an organisation, from a descriptive standpoint, refers to codes, standards of conduct, and compliance systems that often relate to decisions that might be considered right or incorrect by customers. (Ferrell et all, 2019)
The two main branches of ethics are normative and descriptive. There are two different types of questions about ethical corporate behaviour.
"What is the right thing to do?" (Moriarty, 2022) Is a question in normative ethics that philosophers and others who think about the normative features of human action answer.
"How can we get people to do the right thing?".  This is the second question and is a descriptive ethics question that is answered by individuals who consider the causes and effects of behaviour among humans. (Moriarty, 2022)
Tesco is dedicated to maintaining and fully supporting the United Nations (UN), Universal Declaration of Human Rights, and International Labour Organisation (ILO), Core Conventions on freedom of association and collective bargaining. Tesco has pledged to only buy and sell responsibly and has asked suppliers to prioritise ethical considerations. "In our non-food supply base, we launched an 'Ethical First ' initiative with internal colleagues and all Own Brand general merchandise and apparel suppliers." (Tesco,2022)
Even though Tesco prioritised ethics in 2022, in the past it was involved in some events when the company's ethics and customer relationships were compromised.
The voluntary disclosure of accounting report falsification by Tesco's management in September 2014 affected the market value of its shares, lowering the investment made by its shareholders. Tesco's management's incompetence outraged the shareholders, who launched lawsuits against the company, demanding reimbursement for the losses they experienced because of the misrepresentation. The investigation examines the events that led to the accounting fraud - the market status, the method of identifying income streams, the relationship with providers, and other related issues. (Kumar and colleagues, 2021)
According to Rosnizam et al (2020), Tesco has faced some difficult issues in the past, causing the giant supermarket to lose significant money and consumers. The first incident occurred in 2013 when the grocery store experienced issues with the safety and quality of food. They offered items containing horse meat but labelled as beef. Because of this unfavourable event, Tesco's market worth fell by $300 million, and supermarket shares fell by 1%, as consumers lost confidence.  Another unpleasant experience for the store was receiving a £ 7.5 million fine for selling products that were out of date for 1 to 17 days. Following public complaints, they were visited by City Council environment health officers in Birmingham in 2015, 2016, and 2017, who discovered many products that had passed their use-by date. (FSN, 2021)
Following those instances, Tesco customers lost trust in the corporation, and they had reservations about the company's ethics and values. “Over the longer term, people may just have a little bit of doubt over what Tesco are selling and question the ethics and values of the company, and that could be a real problem.” (Compton,2017)



2.4.2 SUSTAINABILITY 
Sustainability is defined as having three components: economic, social, and environmental, all of which influence and are interconnected. (Ruggerio, 2021)
CSR is a marketing term that explains the way a firm supports the health of society by undertaking environmental and social activities. Reckman (2023). There are theories that examine CRM and have both positive and negative elements, regardless of company effects. 
Milton's Freedom theory was developed in 1994; he was opposed to the mentioned CSR concept and believed that if a firm engages in CSR, it may affect its efficiency; he believed that business administration has only one responsibility, which is to increase the profits of its owners and investors. “The Social Responsibility of Business Is to Increase Its Profits” (Tepper,2020)
Another theory is Archie Carroll's theory developed in 1991 which had a positive perspective of the CSR notion, believing that, contrary to Friedman's theory, firms must engage in voluntary actions for good efficiency.  He developed what is now known as "Carroll's Pyramid of CSR " CSR encompasses society's economic, legal, ethical, and philanthropic expectations of an organisation.
 According to Carroll, CSR requirements should be addressed in the following order: economic responsibility, legal obligation, ethical responsibility, and philanthropic responsibility. If a firm successfully completes the first responsibility, it can proceed to the next. (Brin, 2019). 
Tesco's corporate social responsibility (CSR) strategy is "To maximise the benefits that Tesco brings to all stakeholders and minimise any negative impact”.
 Tesco's CSR aims include emission reduction, sustainable food production, waste reduction, shift to electric vehicles, and a stakeholder approach to CSR. Tesco followed Carroll's theory and attempted to meet all its economic, legal, ethical, and humanitarian obligations.  Tesco meets its charity responsibilities via humanitarian collaborations, anti-poverty contributions, participation programmes, and community-building activities.
Ex: “In 2022, Tesco broke its food donation record, as Tesco customers gave 12.5 million meals as food donations. Tesco donated more than £20 million to help people affected by the pandemic." (Strategy Finders,2023)

CSR has currently developed to compete with businesses looking to increase revenues, client happiness, client loyalty, corporate reputation, and favourable views of their brands. The growing interest from stakeholders in initiatives related to social responsibility provides an important message to businesses, telling executives to prioritise societal concerns in their business operations to gain customer confidence and turn loyalty into a competitive advantage. As a result, buyers are happier and more devoted when a corporation engages in moral actions such as Corporate Social Responsibility programmes. "Customers are the company's key stakeholders who care not only about its economic performance but also ethical performance". (Islam and colleagues, 2021)


3.0 CONCLUSION

In conclusion, customer relationships are critical to Tesco's organisation because its continued functioning and success are dependent on them. According to the report investigation, Tesco cares about its customers and places a high priority on improving and maintaining customer relationships. To gain and maintain the customer's trust the company protect data information as best it can to prevent fraud. They use segmentation to communicate more directly with each category, concentrating on the needs of the clients. Their price strategy "Aldi Price Match" helped to expand the number of customers, resulting in customer happiness and loyalty. To ensure continued sustainability for the company and its customers, Tesco needs to continue to focus very much on ethics to avoid losing customers like happened in the past, and on sustainability more precisely in Corporate Social responsibility for good efficiency.



4.0 APPENDICES


TIMELINE TESCO
1.0

1946 
FIRST SELF-SERVICES

1929 OPENS FISRT SHOP
1919
 STARTS WITH A STALL 

S
1924
BORN THE NAME TESCO






1973
 A MOVE INTO FUEL

1960 INTRODUCE CLOTHES

1958
 FIRST SUPERMARKET







2000 
TESCO GO ONLINE

2001 
(F&F) FLORENCE AND FRED
2003
LAUNCHES TESCO MOBILE
1995
LAUNCHES CLUB CARD
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