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1. Introduction
In the modern business environment, organisations operate within highly competitive and rapidly evolving markets, where customer expectations are continuously increasing. Advances in technology, globalisation, and the accessibility of information have empowered consumers, enabling them to make more informed purchasing decisions. As a result, businesses are no longer competing solely on price or product quality; instead, they must differentiate themselves through the delivery of superior customer experiences and value.
Customer experience has become a fundamental strategic priority for organisations seeking to achieve long-term success. It encompasses every interaction a customer has with a business, from initial awareness to post-purchase engagement. According to Harvard Business School (2023), organisations that prioritise customer experience are more likely to achieve higher levels of customer satisfaction, loyalty, and profitability. Consequently, companies must adopt a customer-centric approach that integrates marketing, operations, and service delivery.
This report critically evaluates how Tesco manages customer value and experience across the customer lifecycle. Tesco is selected as the focus organisation due to its strong presence in the UK retail sector and its advanced use of data-driven strategies. The report explores key concepts such as customer value, customer lifecycle management, Customer Relationship Management (CRM), quality processes, and customer segmentation. Additionally, it examines the factors that influence customer value maximisation and assesses Tesco’s effectiveness in maintaining competitive advantage.
The report adopts an analytical approach by incorporating relevant academic theories and industry practices. It also evaluates the strengths and limitations of Tesco’s strategies, providing a balanced perspective. Ultimately, the report aims to demonstrate how effective management of customer experience contributes to organisational success.

2. Understanding Customer Value
Customer value at Tesco is developed through a strategic balance between perceived benefits and the total costs experienced by customers, making it a central driver of the company’s competitive positioning within the UK retail sector. Tesco recognises that value is not limited to low pricing alone; instead, it is a multidimensional concept that incorporates product quality, convenience, emotional satisfaction, and brand trust. From a functional perspective, Tesco delivers value by ensuring that its products meet consistent quality standards across a wide assortment, ranging from essential groceries to premium offerings such as the Tesco Finest line, thereby catering to varying consumer expectations. Economically, the organisation strengthens perceived value through competitive pricing strategies, price-matching initiatives, and promotional discounts, which are particularly important in a market where consumers are increasingly price-sensitive due to rising living costs. In addition to financial considerations, Tesco enhances value through convenience, offering multiple shopping channels including in-store, online delivery, and click-and-collect services, which reduce the time and effort required by customers.
Furthermore, Tesco creates emotional value by building trust and reliability through consistent service delivery and strong brand reputation, reinforced by initiatives such as clear product labelling, quality assurance, and responsive customer service. The company also incorporates social and ethical value by investing in sustainability practices, including reducing plastic usage and sourcing products responsibly, which aligns with the growing consumer demand for environmentally conscious businesses. Another critical aspect of Tesco’s value proposition is its use of data-driven insights via the Clubcard loyalty programme, which enables personalised offers and tailored recommendations, thereby increasing the relevance of products and enhancing the overall customer experience. However, despite these strengths, Tesco faces ongoing challenges in maintaining perceived value due to intense competition from discount retailers such as Aldi and Lidl, which often compete aggressively on price. Consequently, Tesco must continuously adapt its strategies to ensure that customers perceive a favourable balance between cost and benefit. Overall, Tesco’s approach demonstrates that customer value is dynamic and must be managed holistically through pricing, quality, convenience, and personalisation in order to sustain customer satisfaction and long-term loyalty.

Customer value is a central concept in marketing and business strategy. It refers to the perceived benefits that a customer receives from a product or service relative to the costs incurred. These costs may include financial expenditure, time, effort, and psychological factors, while benefits encompass functional utility, emotional satisfaction, and social impact.
Kotler et al. (2019) define customer value as the difference between the total benefits received and the total costs paid by the customer. This definition highlights the subjective nature of value, as different customers may perceive the same product or service differently based on their needs and expectations. Therefore, organisations must understand their target market in order to deliver value effectively.
Customer value can be categorised into several dimensions. Functional value relates to the practical usefulness of a product, such as its quality and performance. Emotional value refers to the feelings associated with a purchase, including trust, satisfaction, and enjoyment. Social value is linked to how a product enhances a customer’s social identity, while epistemic value involves curiosity and the desire for new experiences.
Tesco demonstrates an understanding of these dimensions by offering a wide range of products tailored to different customer needs. For example, its Tesco Finest range targets customers seeking premium quality, while its budget ranges cater to cost-conscious consumers. This segmentation enables Tesco to deliver value across diverse market segments.
Several factors influence customer value. Product quality is essential, as customers expect reliability and consistency. Pricing strategies also play a significant role, as customers assess whether a product offers good value for money. Customer service is another critical factor, as positive interactions can enhance overall satisfaction. Additionally, brand reputation influences perception, as customers are more likely to trust well-established organisations.
However, customer value is not static; it evolves over time as customer expectations change. For instance, the increasing importance of sustainability has led customers to prioritise environmentally friendly products. Tesco has responded to this trend by introducing initiatives such as reducing plastic packaging and promoting sustainable sourcing.
Despite these efforts, Tesco faces challenges in maintaining value across all segments. Price competition from discount retailers such as Aldi and Lidl has intensified, requiring Tesco to continuously adapt its pricing strategies. This highlights the complexity of delivering consistent value in a competitive market.

3. Organisational Overview: Tesco
Tesco is one of the largest retail organisations in the United Kingdom, founded in 1919 by Jack Cohen. The company has grown significantly over the past century and now operates a range of store formats, including hypermarkets, supermarkets, and convenience stores. In addition, Tesco has developed a strong online presence, offering grocery delivery and click-and-collect services.
Tesco’s business model is based on providing a wide range of products at competitive prices. The company offers both branded and own-label products, allowing it to cater to different customer segments. Its own-label ranges include Tesco Value, Tesco Standard, and Tesco Finest, which vary in quality and price.
A key strength of Tesco is its focus on innovation and technology. The company has invested heavily in digital transformation, including mobile applications, online shopping platforms, and data analytics. These technologies enhance customer convenience and enable Tesco to deliver personalised experiences.
Tesco’s mission is to serve customers better every day, reflecting its commitment to customer satisfaction. The company has also implemented sustainability initiatives, such as reducing food waste and achieving carbon neutrality targets. These efforts contribute to its corporate social responsibility and enhance its brand image.
However, Tesco operates in a highly competitive market, facing challenges from both traditional retailers and online competitors such as Amazon. This requires continuous adaptation and strategic planning to maintain market leadership.

4. The Customer Lifecycle
The customer lifecycle at Tesco represents a structured framework through which the organisation manages customer interactions from initial awareness through to long-term loyalty, ensuring that value is delivered consistently at each stage. The lifecycle begins with the reach stage, where Tesco creates brand awareness through integrated marketing communications, including television advertising, digital campaigns, and social media engagement, allowing it to maintain a strong presence within the highly competitive UK retail market. This is followed by the acquisition stage, during which potential customers actively engage with the brand by visiting physical stores or accessing Tesco’s online platform; here, the company focuses on ease of access, clear product information, and attractive promotions to encourage interest and trial. The conversion stage is critical, as it involves the actual purchase decision, and Tesco enhances this process through competitive pricing, promotional offers, and efficient checkout systems such as self-service tills and mobile payment options, all of which contribute to a seamless and convenient shopping experience.
Following purchase, Tesco prioritises the retention stage, where maintaining customer satisfaction becomes essential; the organisation achieves this by ensuring consistent product quality, reliable service, and effective handling of customer feedback through surveys and review systems. Finally, the lifecycle culminates in the loyalty stage, where customers develop repeat purchasing behaviours and a strong attachment to the brand; Tesco supports this through its Clubcard loyalty programme, which provides personalised discounts and rewards based on individual shopping habits, thereby strengthening customer relationships and increasing lifetime value. Importantly, Tesco adopts a data-driven approach across all lifecycle stages, using customer insights to refine marketing strategies and improve service delivery. However, despite its strengths, the company faces challenges such as maintaining service consistency across channels and managing operational issues like delivery delays or in-store congestion, which can negatively impact the overall experience. Therefore, Tesco must continuously evaluate and optimise each stage of the customer lifecycle to ensure it meets evolving customer expectations and sustains long-term competitive advantage.

The customer lifecycle represents the stages that a customer goes through when interacting with a business. Understanding this lifecycle enables organisations to develop targeted strategies that enhance customer experience at each stage.
The lifecycle typically consists of five stages: reach, acquisition, conversion, retention, and loyalty.
The reach stage involves creating awareness of the brand. Tesco achieves this through advertising, social media, and in-store promotions. Its strong brand recognition ensures that it remains visible to a wide audience.
The acquisition stage occurs when customers engage with the business. Tesco facilitates this through user-friendly store layouts and accessible online platforms. Clear product information and attractive promotions encourage customer interest.
The conversion stage is when a purchase is made. Tesco enhances this stage by offering competitive pricing, discounts, and efficient checkout processes. The availability of self-service checkouts and online payment options improves convenience.
The retention stage focuses on maintaining customer satisfaction after purchase. Tesco collects feedback through surveys and reviews, allowing it to identify areas for improvement. Consistent product quality and reliable service are essential at this stage.
Finally, the loyalty stage is achieved when customers repeatedly purchase from the brand and recommend it to others. Tesco fosters loyalty through its Clubcard programme, which offers rewards and personalised discounts.
While Tesco performs well across the lifecycle, there are areas for improvement. For example, long checkout queues and delivery delays can negatively impact customer experience. Addressing these issues is essential for maintaining customer satisfaction.

5. Customer Relationship Management (CRM)
Customer Relationship Management (CRM) at Tesco is a fundamental component of its customer-centric strategy, enabling the organisation to build, maintain, and enhance long-term relationships with its customers through the effective use of data, technology, and personalised communication. Tesco’s CRM approach is primarily driven by its highly successful Clubcard loyalty programme, which collects detailed data on customer purchasing behaviour, preferences, and shopping frequency. This data is then analysed to generate personalised offers, targeted promotions, and tailored recommendations, ensuring that customers receive relevant and meaningful interactions that enhance their overall shopping experience. By leveraging such insights, Tesco is able to move beyond mass marketing and adopt a more individualised approach, which increases customer satisfaction and encourages repeat purchasing behaviour.
Furthermore, Tesco integrates CRM across multiple channels, including in-store, online, and mobile platforms, creating a seamless omnichannel experience that allows customers to interact with the brand conveniently. For example, customers can receive personalised discounts via the Tesco mobile app, redeem Clubcard points both online and in-store, and access customised product suggestions based on previous purchases. This level of integration not only improves convenience but also strengthens customer engagement by ensuring consistency across all touchpoints. In addition, Tesco uses CRM to support customer service functions, enabling staff to respond more effectively to enquiries and complaints, thereby improving responsiveness and reliability—key elements of service quality.
However, while Tesco’s CRM strategy offers significant advantages, it also presents challenges. Data privacy and security are major concerns, particularly in light of regulations such as GDPR, requiring Tesco to manage customer information responsibly and transparently to maintain trust. Additionally, there is a risk that over-reliance on data-driven decision-making may overlook the human and emotional aspects of customer relationships, which are equally important in building brand loyalty. Despite these challenges, Tesco’s CRM system remains a key competitive advantage, as it allows the organisation to anticipate customer needs, personalise experiences, and maximise customer lifetime value. Overall, Tesco’s use of CRM demonstrates how data-driven strategies, when effectively implemented, can significantly enhance customer experience and contribute to long-term business success.

Customer Relationship Management (CRM) involves the use of strategies and technologies to manage customer interactions and improve relationships. CRM systems enable organisations to collect and analyse customer data, allowing for personalised service delivery.
Tesco is widely recognised for its effective use of CRM, particularly through its Clubcard programme. This system collects data on customer purchasing behaviour, enabling Tesco to provide tailored promotions and recommendations. As a result, customers receive more relevant offers, enhancing satisfaction.
CRM provides several benefits, including improved customer retention, increased sales, and enhanced customer experience. By understanding customer preferences, Tesco can anticipate needs and respond effectively.
However, CRM also presents challenges. Data privacy concerns are increasingly important, as customers expect their information to be handled securely. Tesco must ensure compliance with regulations such as GDPR to maintain trust.
Additionally, over-reliance on data may limit creativity and innovation. While data-driven strategies are effective, organisations must also consider qualitative factors such as emotional engagement.

6. Quality Processes and Their Impact
Quality processes at Tesco play a critical role in ensuring that products and services consistently meet customer expectations, thereby supporting customer satisfaction, trust, and long-term loyalty. Tesco adopts a comprehensive approach to quality management that integrates planning, control, and continuous improvement across its operations, reflecting principles similar to established frameworks such as the Juran Trilogy and the SERVQUAL model. From a product perspective, Tesco maintains strict quality standards through careful supplier selection, regular audits, and rigorous testing procedures to ensure that all goods meet safety, legal, and performance requirements before reaching customers. This is particularly important in the food retail sector, where quality and safety are essential to maintaining consumer confidence. In addition, Tesco invests in staff training and operational guidelines to ensure that service delivery is consistent across its stores and online platforms, addressing key service quality dimensions such as reliability, responsiveness, and assurance.
Moreover, Tesco employs continuous monitoring systems, including customer feedback, product reviews, and internal performance metrics, to identify areas for improvement and respond proactively to issues. For example, customer complaints and returns are analysed to detect recurring problems, enabling the organisation to implement corrective actions and prevent future occurrences. The integration of technology further enhances Tesco’s quality processes, as data analytics allows the company to track performance in real time and optimise supply chain efficiency. However, maintaining high quality standards presents challenges, particularly in balancing cost efficiency with service excellence in a highly competitive market. Increased pressure to reduce prices can sometimes impact supplier relationships or operational costs, requiring Tesco to carefully manage trade-offs between affordability and quality. Additionally, inconsistencies in service delivery across different store locations or delivery services can affect the overall customer experience. Despite these challenges, Tesco’s commitment to continuous quality improvement demonstrates its focus on delivering reliable and high-standard products and services. Overall, effective quality processes enable Tesco to strengthen its brand reputation, enhance customer satisfaction, and sustain competitive advantage within the retail industry.

Quality management processes are essential for ensuring that products and services meet customer expectations. These processes involve planning, monitoring, and improving operations.
The SERVQUAL model (Parasuraman et al., 1988) provides a framework for evaluating service quality. It identifies five dimensions: reliability, assurance, tangibles, empathy, and responsiveness. Tesco applies these principles by ensuring consistent product quality and providing reliable customer service.
The Juran Trilogy, which includes quality planning, quality control, and quality improvement, is another important framework. Tesco uses similar approaches by setting quality standards, monitoring performance, and implementing improvements.
Effective quality processes lead to increased customer satisfaction and loyalty. However, maintaining high quality can be costly, requiring investment in training and systems. Tesco must balance cost efficiency with quality delivery.

7. Customer Segmentation
Customer segmentation at Tesco is a critical strategic tool that enables the organisation to identify, analyse, and target distinct groups of customers based on shared characteristics, thereby enhancing the effectiveness of its marketing strategies and overall customer experience. Tesco adopts a highly data-driven approach to segmentation, primarily through insights gathered from its Clubcard loyalty programme, which provides detailed information on customer purchasing behaviour, preferences, and shopping patterns. This allows the company to move beyond traditional mass marketing and instead implement more personalised and targeted approaches that are aligned with the specific needs of different customer groups. Tesco utilises multiple forms of segmentation, including demographic segmentation, where customers are categorised based on factors such as age, income, and family size; behavioural segmentation, which focuses on purchasing habits, brand loyalty, and frequency of shopping; and psychographic segmentation, which considers lifestyle, values, and attitudes towards issues such as health, convenience, and sustainability.
For instance, Tesco identifies key segments such as families, who typically prioritise value for money and bulk purchasing; students, who often seek low-cost and convenient food options; and working professionals, who may prefer premium or ready-to-eat products due to time constraints. By recognising these differences, Tesco is able to tailor its product offerings, pricing strategies, and promotional campaigns accordingly, such as offering multi-buy deals for families or meal deals for individuals seeking convenience. Additionally, Tesco uses geographic segmentation to adapt its store formats and product ranges based on location, ensuring relevance to local communities. The integration of segmentation with digital platforms further enhances its effectiveness, as personalised offers and recommendations can be delivered directly to customers through mobile applications and online accounts, increasing engagement and purchase likelihood.
However, while Tesco’s segmentation strategy provides significant advantages in terms of customer satisfaction and targeted marketing, it also presents certain challenges. The accuracy of segmentation relies heavily on the quality and analysis of data, meaning that any inaccuracies may lead to ineffective or irrelevant marketing efforts. Furthermore, there is a risk of over-segmentation, where excessive categorisation may complicate marketing strategies and reduce efficiency. Data privacy is another concern, as customers may be wary of how their personal information is collected and used. Despite these challenges, Tesco’s sophisticated approach to customer segmentation remains a key factor in its ability to deliver personalised experiences, maximise customer value, and maintain a strong competitive position within the retail market.

Customer segmentation involves dividing customers into groups based on shared characteristics. This enables organisations to tailor their marketing strategies.
Tesco uses demographic, behavioural, and psychographic segmentation. For example, families, students, and professionals have different needs, which Tesco addresses through targeted promotions.
Segmentation improves customer engagement and satisfaction. However, it also requires accurate data and continuous analysis. Incorrect segmentation may lead to ineffective marketing strategies.

8. Factors Influencing Customer Value Maximisation
Customer value maximisation at Tesco refers to the organisation’s strategic efforts to increase the long-term worth of each customer by enhancing satisfaction, encouraging repeat purchases, and strengthening brand loyalty over time. Tesco adopts a holistic and data-driven approach to value maximisation, recognising that sustainable profitability is achieved not merely through single transactions but through the development of ongoing customer relationships. One of the primary ways Tesco maximises customer value is through its effective use of the Clubcard loyalty programme, which enables the company to gather detailed insights into customer behaviour and preferences. This data is then used to deliver personalised offers, targeted discounts, and tailored product recommendations, ensuring that customers perceive a higher level of relevance and benefit in their interactions with the brand. As a result, customers are more likely to make repeat purchases, increasing their lifetime value to the organisation.
In addition to personalisation, Tesco enhances customer value through a strong focus on product quality and pricing strategies. By offering a wide range of products at different price points, including budget-friendly and premium options, Tesco ensures accessibility for diverse customer segments while maintaining perceived value for money. Promotional strategies, such as multi-buy offers and price matching, further reinforce this perception, particularly in a competitive market where consumers are highly price-sensitive. Convenience also plays a significant role in value maximisation, as Tesco provides multiple shopping channels, including physical stores, online delivery, and click-and-collect services, reducing the time and effort required by customers and thereby increasing overall satisfaction.
Moreover, Tesco invests in customer service and operational efficiency to ensure a positive and consistent experience across all touchpoints. Quick checkout systems, responsive customer support, and reliable delivery services contribute to higher levels of customer retention. The company also incorporates ethical and social considerations into its value proposition, such as sustainability initiatives and responsible sourcing, which appeal to increasingly conscious consumers and enhance brand perception. However, despite these strengths, Tesco faces challenges in maximising customer value, particularly due to intense competition from discount retailers and changing consumer expectations. Maintaining a balance between cost efficiency and service quality is essential, as any decline in perceived value can result in customer switching behaviour.
Overall, Tesco’s approach to customer value maximisation demonstrates the importance of integrating pricing, quality, personalisation, and convenience within a unified strategy. By continuously adapting to customer needs and leveraging data-driven insights, Tesco is able to enhance customer lifetime value, strengthen loyalty, and sustain its competitive advantage in the retail sector.

Customer value maximisation involves increasing the long-term value of customers. Key factors include product quality, pricing, customer service, and brand reputation.
Tesco uses loyalty programmes, personalised marketing, and data analytics to maximise value. These strategies encourage repeat purchases and strengthen customer relationships.
However, external factors such as economic conditions and competition also influence value. Tesco must continuously adapt to changing market conditions.

9. Conclusion
This report has critically examined how Tesco manages customer value and experience. It highlights the importance of CRM, quality processes, and segmentation in enhancing customer satisfaction.
Tesco demonstrates strong capabilities in delivering value, particularly through its data-driven strategies. However, challenges such as competition and changing customer expectations require continuous improvement.
Ultimately, organisations that prioritise customer experience are more likely to achieve long-term success. Tesco’s approach provides a strong example of how businesses can create and sustain customer value.
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