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[bookmark: _Toc1484272538]Executive Summary
This report investigates the influence of sustainable relationship marketing and the impact it has on Tesco as an organization.
It will investigate the different strategies Tesco uses to create a loyal customer base and encourage revenue growth.
The research shows Tesco are doing very well in creating customer relationships using segmentation, pricing strategies and differentiation. However, they can continue to improve on their ethics and sustainability aims and goals for future development.
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[bookmark: _Toc1778771631]Introduction
This report has been requested by the Marketing Executive Officer of ‘Marketing Focus,’ an online journal produced by Tesco, on the 29th of November 2024.
The report's purpose is to research the Influence of Sustainable Relationship Marketing Policies and Practices and the Impact on Organization Performance.
Rany Amin, who was invited to contribute to this research, has compiled this report.
Relationship marketing is critical for success in any business.
Karantinou (2015) writes that companies need to turn their customers into their dedicated supporters and advocates. This is where relationship marketing comes in, it helps create these lifelong, satisfying, and interactive relationships with customers.
To compile this report, data from the Tesco website and other online websites has been used. Information from textbooks and articles has also been used.







[bookmark: _Toc214389627]Findings
[bookmark: _Toc1768992514]2.1 The historical development of Tesco
Tesco is a well-known retailer in the UK. According to Johnston (2023) it is highly likely that Tesco is one of the largest well-known supermarket chains in the United Kingdom. 
‘From market stall to the UK’s biggest supermarket’ (Tescoplc.com, 2024)
[image: ]
As Tescoplc.com (2024) write Jack believed in providing everybody with affordable food.
[image: ]
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Louis (2024) writes that Tesco accomplished its biggest supermarket market share since 2017, strengthening its share to 28%, up from 27.4% last year, as shown in the new data from Kantar.
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Investopedia / Candra Huff

Interim Results Trading Statement 2024/25
[bookmark: _Int_TdGGV9P7][bookmark: _Int_EaHF9Fmb]The following report that was found on Tesco’s website shows that having strong customer offers results in growth and a high market share. As a result of this powerful performance, Tesco now predict to deliver around £2.9bn retail adjusted operating profit for the 2024/2025 financial year (this was at least £2.8bn)[image: ][image: ]
[bookmark: _Int_fIqxFD6k]Taken from the Tesco website, the image shows the profits from group sales, adjusted operating profit and retail cash flow in the 2024 financial year and how much the profits have increased in 2 years. E.g., 2022 group sales were £54.8bn.
Tesco mission statement being ‘serving our customers, communities and planet a little better every day’ means that they try to keep their customers as the focus of everything they do. Provide them with opportunities and support local suppliers and producers. All while trying to reduce environmental footprint.
[bookmark: _Int_GPCjmgCK]This goes to show that Tesco is very keen on relationship marketing as they believe that understanding their customers helps them to prepare for and acknowledge their customers' needs and expectations. Listening to their customers and then utilizing all the services they have to offer to connect with them from Clubcard to social media. (Tescoplc.com, 2024)
Johanesová and Vaňová (2020) write that businesses need to retain customers, not just attract them. Returning customers will make more purchases and promote the business by word of mouth and this will help with the growth of the business. Relationship Marketing is about customer retention and satisfaction and how important long term customer relationships are to a business.




[bookmark: _Toc774821599]2.2 Data Collection and Evaluation
Data collection is particularly important for Tesco to grow, make profit and better decisions, including improving customer experience and satisfaction resulting in a good marketing relationship.
[image: ]
Hickins (2023) writes that retail analytics is important for retailers as it provides them with data from physical and digital sources regarding customer behaviors and shopping trends which is all collected using software and then analyzed to improve retailer decision regarding marketing, pricing, and inventory to name a few.
Hickins (2023) also mentions retail analytics also offer the business an opportunity to measure customer loyalty and what their purchasing patterns are to optimize sales and offer personalized discounts.
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Marr (2016) states that Tesco was one of the first supermarkets to start collecting customer activity through a loyalty program system such as the Clubcard.
Tesco.com (2024) state that they use customer data which includes online browsing behaviour as well as in-store and online purchases to help them understand their customers better and provide them with personalized offers and services.
[image: ]
Each store is designed to cater to and target a different customer base. This allows better marketing relationships, and the data they receive allows them to adjust and adapt to changes quickly and efficiently. (Alonso,2022)
Malhotra and Agarwal (2021) state that CRM (customer relationship marketing) opportunities are ingrained in the customer journey through all the stages that include prepurchase, purchase and then the post purchase stage. 
[bookmark: _Int_1AXo7UIB]Any point of contact between Tesco and the customer, data is being collected. When a customer is searching on their website to speaking to a salesperson in store to payment gateways and the Clubcard. Customer touch points can provide valuable data on customer interactions.
Relationship marketing increases customer satisfaction, improves customer retention rates, enhances word of mouth marketing, and creates lifelong brand ambassadors.
Kasemsap (2018) writes that CRM is a great business strategy for the digital era, allowing social media to manage customer relations and keep them close and boost customer lifetime value.
Data collection, analysis and evaluation are especially important in sustaining a relationship with the customer, however there are some challenges that come with it. 
[image: ]
A press release by FCA (2018) shows that Tesco Personal Finance plc (Tesco Bank) was fined £16,400,000 for failure to protect its customers against a cyber-attack in 2016. Tesco Bank failed to address the attack until it was too late. However, they have now strengthened the system to prevent this from happening again.
Data needs to be stored carefully and correctly as any breach of data can be damaging to the organization and the trust between the customer and them.



[bookmark: _Toc481791397]2.3 Segmentation, Pricing Strategies and Differentiation
[bookmark: _Int_s0fId8SR]Customer segmentation is fundamental in arranging price discrimination strategies to achieve goals and inflate profits. Pricing is a strategic marketing choice and should be a priority, more so than packaging and advertising perhaps. (Baker, 2012)
Market segmentation involves the process of dividing a bigger market into smaller segments of buyers based on characteristics, distinct needs or behaviors allowing an organization to target customers' needs more adequately.
This concept was designed by Smith (1956) who said market segmentation involves viewing a large market as smaller market segments because of different preferences and desires of the customer.
[image: ]
The image above shows the types of market segmentation Tesco use to deliver great shopping experiences to their customers.
Sheridan (2024) states that Tesco believes segmentation is vital for their marketing strategy. If they can understand the unique preferences and behaviors of their customer groups, Tesco can tailor the offers and promotions to cater to those needs. This then allows Tesco to introduce personalized shopping experiences to their customers and in return gain a long-term loyalty relationship.
[image: ]

Tesco also uses Clubcard to offer discounts, deals and recommendations based on segmentation, and these can be found on the users account on the app.
[bookmark: _Int_PNvIXj3Y]Porter (1980) came up with three generic strategies which can be applied to any business. A business must only choose one and this strategy provides feedback based on the minimization strategies, product differentiation and market focus of businesses.
[image: ]
An advantage can be gained by offering customers better value either by lowering prices or offering greater services and products that can justify the higher prices.
It seems like Tesco are choosing Cost Leadership and Differentiation as they are trying to keep product costs low as well as making certain products that are higher value.
This model is subject to criticism especially in this modern time as cost leadership can affect the quality of a product if the supplier is solely focusing on keeping the expenses down. Paying attention to differentiation can also be costly to the brand to keep up with and has a risk of being imitated by competitors which lowers the original advantage the brand had. The cost focus strategy is also risky for the business as the selected niche or specific market targeted may not grow or it may die down after the initial hype.
The framework was established in 1980 when the markets were stable compared to today's fast-paced, always changing, technology driven market.
Pricing strategy is one of the most important dimensions when businesses are competing. They can choose from offering stable prices across a range of products, which is usually called everyday low prices or exaggerate and offer frequent discounts on smaller goods. After the late 1990s, retailers are now using a mix of both strategies. (Ellickson and Misra, 2008)
[image: ]
Bellini (2020) said Tesco customers will now benefit from the Aldi price match campaign as many Tesco products are being offered at competitive Aldi prices.
This is a pricing strategy to help Tesco retain their customers by offering them great products at competitive prices and in return gaining customer loyalty, maximizing revenue while staying competitive.
Effective differentiation allows businesses to have an advantage in the market against competitors. Hooley (2011) writes that organizations need to assess their uniqueness compared to competitors to distinguish a product or service to attract targeted markets.
[bookmark: _Int_LaaLhP0D]Tesco's biggest differentiator is their Clubcard as it offers rewards, discounts and deals based on the customers' needs and wants. This gives them an advantage over competitors. They offer a wide range of products ranging from clothes to groceries and their own branded products which appeal to a variety of customer segments. Their range of stores includes large supermarkets and smaller convenience stores across the UK. 
Whoosh delivery is Tesco new rapid delivery service which is also unique to them as they aim to deliver within 60 minutes. (Tesco.com, 2024)








[bookmark: _Toc42446872]2.4 Ethics and Sustainability
Miller (2020) states that organizations are rapidly realizing that sustainable business strategies are also needed for their success not only for pressing challenges.
The triple bottom line is a framework that helps businesses understand their performance based on 3 important keys. PEOPLE, PLANET AND PROFIT.
The term TBL framework focuses on the environmental and social value organizations add – or destroy (Henriques and Richardson, 2004)


[image: ]
(Miller, 2020)
Customers are loyal to businesses that have the same value as them. Linking this framework to customer retention is particularly important as it allows organizations to create a loyal customer base. Customers are likely to trust a brand that cares about the 3 P’s.
[image: ]
[image: ]
Having ethical practices ensures that the business has a good relationship with the customer base. It helps maintain trust all around including customers, employees, and investors. 
Anderson (2019) states that according to 2018 conscious consumer spending index in 2018, 59% of consumers bought goods from organizations that they consider socially responsible and 32% of Americans intend to spend more in 2019 with organizations that align with their social values.
Sustainability ensures that companies can continue to grow and operate for longer. 
Companys that follow good ethics and sustainability practices are more likely to offer better working environments for colleagues. This results in colleagues being more motivated and loyal, leading to lower turnover rates.
Tesco are doing many things to improve their ethical and sustainability practices, which are listed above. However, back in 2018 they were called out for using too much plastic. Around 40 customers entered a store near Bristol and staged a plastic attack. They demanded Tesco use less unnecessary packaging plastic and started taking the plastic off their groceries. They left the packaging behind for the store to clean up, which would cost Tesco to do so. Since then, Tesco has removed more than 2 billion pieces of plastic from products.
Tesco also faced a lawsuit in 2022 by former workers at VK Garment Factory in Thailand. Workers who produced F&F jeans, denim jackets and other F&F clothing reported being forced to work 99+ hours a week for low pay in horrible conditions. (Dugan,2022)





[bookmark: _Toc1596707320]3.0 Conclusion
[bookmark: _Int_oU2kXyWl]Looking at the findings it can be seen that Tesco use a variety of relationship marketing strategies to help build a loyal customer base. These strategies ensure that strong relationships are created between them and their customers. This provides customers with great shopping experiences and encourages them to come back. 
Some of the key strategies Tesco use that bring them success are:
· Clubcard Loyalty Program – this is Tesco's flagship marketing tool which rewards customers for their loyalty. The data received from the cards enables Tesco to provide customers with more personalized offers.
· [bookmark: _Int_E7hB6Hot]Customer engagement – Tesco use digital platforms like apps, email newsletters and social media to inform their customers about promotions. This is especially important as almost everyone uses the internet now to interact with others.
· Customer Service - Tesco believe in great, efficient customer service at every touch point as this reinforces great relationships.
· Ethics and Sustainability – Tesco's beliefs and aims encourage emotional connections with their customers as consumers are more likely to shop from a retailer that follows the same values.
Tesco have identified 5 key areas that they need to focus on to make a difference in climate change. These include cutting food waste, absolute emissions from energy, sustainable production of food, encouraging customers to eat healthier and support the transition to electric transport. (Tescoplc.com, 2021)
Along with other aims that address economic and social challenges, Tesco can continue to grow as a progressive retailer.
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Tesco’s use various systems and sources to collect and analyze customer

data.

Clubcard - data from the clubcard can tell Tesco things like what the
customer is buying, how often they shop, their personal details etc.
User and interaction data - this data tells Tesco how customers interact
with their services and products such as online and what they scan in
stores.

Identity and contact data - this data gives Tesco their customer
information such as email addresses, name and number etc.
Communication data and preferences - this data is collected when a
customer contacts Tesco via phone or email, through surveys and
feedback.

CCTV and other camera technologies - this data is captured to analyze
customer interactions

Partners - data is shared with partners for better shopping experience
and advertising
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Tesco works with the community by providing free food and vegetables to
schools.

They work with charity partners and have food collection events throughout the
year to donate food to people who need it.

They donate surplus food at the end of the day, so it doesn't go to waste.

They are encouraging the shift to more sustainable agriculture.

They pledge to have a fully electric home delivery fleet by 2030.

They are the first to launch a zero-emission electric lorry and now have four.

They switched to using 100% renewable electricity across their own operations in
2020

They support customers to eat healthier and through their Better Baskets
campaign, they help customers make better choices and offer tips to reduce
waste and improve nutrition.

They recently launched Nature Programme, which will work across the nature
agenda which aims to protect nature by increasing biodiversity, manage water
resources responsibly and protect natural habitats.

They continue to explore ways to provide further support to their British farmers
and to help their customers to shop the best of British produce.

They want their employees to feel great at work as they believe happy and healthy
employees make Tesco a better place and allow them to serve customers,
communities and the planet a little better every day.

They have created an inclusive workplace. A place that celebrates cultures,
personalities and preferences of all their employees. Everyone is treated fairly and
with respect

They responsibly and ethically source their F&F products, which helps protect the
workforce and communities that supply them
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The founder of Tesco, Jack Cohen returned from warin 1919 and

started selling groceries from a stall in East London.
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Relying too much on data can lead to intrusive overmarketing, which may resultin the
customer feeling as though their privacy is being compromised. Customers can also
feellike they are being spammed if they receive emails, newsletters and offers on a
daily basis. Customers can soon become disengaged if businesses continuously send
out surveys to collect data.
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In 1924 Jack comes up with the name Tesco as he combines part of his surname CO
with the als of Thomas Edward Stockwell who he bought tea from.
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Cost leadership

Become the lowest cost producer in the
industry

Differentiation

Making your products or services unique,
creating a perception of higher value

Cost focus

Target a specific segment or niche of the
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Our businesses

The Tesco Group also
includes: Tesco Bank;
Tesco Mobile; a network

of One Stop convenience
stores; Booker, the UK’s
leading wholesale business;
and our data-science
business, dunnhumby.

Key facts

£57.7bn  £2,630m

Group sales Adjusted operating profit
2022: £54.80n 2022: £2.825m

To read more about our financial
performance go to page 30

i rnchises

3,712

storesinthe
United Kingdom

166

storesnthe
Republic of Ireland

187

storesinthe
Caech Republic

157

stores in Slovakia

197

stores in Hungary.

£2,133m

Retail free cash flow
2022: £2.277m
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The first Tesco store opened in 1929 in
Edgware, North London which sold the
first ever branded product Tesco Tea!

In the 1930s Jack built a new
headquarters, opened stores and the
business grew. He also popularized
rationing, so everyone was treated the
same.

Jack passed away on 24" March 1979
but before this Tesco started introducing
petrol stations and a price cutting
initiative.

The 1990s saw Tesco going global. They
started helping schools, opened the first
Tesco Metro, introduced Tesco Value and
Every Little Helps strapline. This
attracted 1.3 million new customers in
just 2 years.

Tesco clubcard also launched and
attracted almost 5 m n customers in
the first year and this meant they beat
Sainsbury’s in the Market Share.
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by a particular company.
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Tesco uses differentiated market

targeting strategies which means they
target several different market segments

and separate offers for each

They provide campaigns during
holidays such as Christmas, easter
and Halloween

They also provide other cultural
holiday offers depending on the
time of the year, e.g. they have
Ramadan offers and Diwali offers
during those months

In urban areas, they have smaller
store fronts such as Tesco Express
and Metro

They offer family packs while also
offering smaller packs for
couples/individuals.

They offer Everyday Value line
which is budget friendly and the
premium Finest range

Gluten free for health-conscious
customers and vegan/organic
ranges

Providing disabled car parking
spots as well as parent and child
Self-checkouts for customers who
want a faster service
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Tesco’s earn profit from
their main grocery-retail
business as well as other
businesses they have
ventured into which
include:

Booker: this is a wholesale
food and beverage
business which serves
caterers and independent
retailers.

Dunnhumby: this is a data
science business which
supplies tech, software and
consulting services for
retail, brands, grocery,
pharmacy and financial
service groups.

One Stop: this is a local
convenience store which
has more than 1,000
locations

Tesco Bank: this business
offers various financial
services and insurance
products to more than 5
million customers

Tesco Mobile: this
business launched in 2003
as part of the Tesco and
02 campaign and now has
more than 5 million
customers

[~





imagea.png
Tesco offers 5 different types of stores to their customers:
Tesco Extra
Tesco Superstores
Tesco Metros
Tesco Express

One Stop Shop




image10.png
The 3 P’s of the

Triple Bottom Line

The financial return an organization

m generates for shareholders

PROFIT

An organization's effect on the

PLANET environment

An organization's commitment
to positively impacting society





