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[bookmark: _Toc232005393]Executive Summary
This report critically evaluates the marketing function of Tesco plc within the context of a rapidly changing retail environment characterised by technological innovation, evolving consumer expectations and increasing sustainability pressures. The analysis examines Tesco’s current marketing activities, the internal and external forces driving marketing change, and future developments likely to influence organisational competitiveness.
The report identifies Tesco’s key strengths as its strong brand equity, extensive customer insight capabilities through the Clubcard loyalty programme, and well-developed omnichannel infrastructure. SWOT and Segmentation, Targeting and Positioning (STP) analyses demonstrate that Tesco effectively delivers customer value through personalised marketing, convenience and value-based propositions. However, challenges remain regarding increasing competition from discount retailers, dependence on customer data, and the need to maintain customer trust in an increasingly regulated digital environment.
The analysis further highlights the impact of technological developments such as artificial intelligence, predictive analytics, big data and digital transformation on marketing practice. Changing consumer behaviour, sustainability expectations and regulatory requirements relating to data privacy continue to reshape Tesco’s marketing environment. Future marketing success is expected to depend on the organisation’s ability to balance innovation with ethical responsibility, particularly in relation to AI-driven personalisation, ESG-focused branding and responsible data governance.
To support long-term effectiveness and sustainability, four recommendations are proposed. These include strengthening AI governance, enhancing the transparency of sustainability communications, adopting privacy-by-design marketing practices, and expanding predictive analytics across online and offline channels. Collectively, these recommendations aim to strengthen customer trust, improve marketing effectiveness and support Tesco’s long-term competitive advantage within the evolving retail sector.
1. [bookmark: _Toc232005394]Introduction
The retail sector is characterised by intense competition, changing consumer expectations and rapid technological development. In this environment, marketing has evolved beyond promotion to become a strategic organisational function concerned with customer value creation, relationship management, brand development and long-term sustainability. Effective marketing enables organisations to respond to market change, identify opportunities and maintain competitive advantage in increasingly complex markets (Kotler, Keller and Chernev, 2025). Digital transformation has become a central feature of modern marketing practice, requiring organisations to continually adapt to changing technologies, customer expectations and competitive conditions (Chaffey and Ellis-Chadwick, 2024).
Tesco plc provides a relevant case for evaluating marketing change in the digital era. As one of the United Kingdom's largest retailers, Tesco serves customers through a combination of large stores, convenience outlets, online shopping platforms and mobile applications. The company focuses on delivering value, quality and convenience while strengthening customer loyalty through initiatives such as Clubcard (Tesco plc, 2025). Its use of customer data and investment in digital infrastructure have positioned Tesco as a major example of data-driven retail marketing.
However, Tesco also operates within a challenging environment. Competition from discount retailers has increased price pressure, while consumers expect more personalised, convenient and ethical shopping experiences. At the same time, the growing use of customer data raises issues relating to privacy, transparency and trust. Sustainability expectations are also reshaping retail marketing, as consumers, regulators and investors increasingly expect organisations to demonstrate responsible environmental and social practices.
This report critically evaluates Tesco's marketing function by assessing its current marketing activities, analysing the internal and external forces driving change, and examining future developments likely to influence marketing strategy. In line with the assessment brief, the report applies two key frameworks, SWOT and Segmentation, Targeting and Positioning (STP), supported by customer insight and digital metrics. This focused approach enables a deeper critical evaluation of Tesco's ability to deliver customer value, strengthen brand equity and maintain organisational competitiveness in the digital era.

2. [bookmark: _Toc232005395]Critical Appraisal of Current Marketing Activities
2.1. [bookmark: _Toc232005396]PESTLE Analysis
PESTLE analysis provides a structured framework for evaluating the macro-environmental factors influencing Tesco's marketing activities. Although the framework does not fully capture the complexity of market interactions, it is useful for identifying external forces that shape strategic decision-making and marketing effectiveness (Johnson et al., 2023).
Political and Legal Factors
Political and regulatory developments have a significant influence on Tesco's marketing activities. Data protection legislation, particularly UK GDPR, places strict requirements on the collection, storage and use of customer information (Information Commissioner's Office, 2024). As Tesco relies heavily on customer insight generated through Clubcard, compliance with data protection regulations is essential for maintaining customer trust and avoiding reputational damage. In addition, increasing regulatory scrutiny of environmental claims means that sustainability communications must be transparent and evidence-based.
Economic Factors
Economic conditions directly affect consumer purchasing behaviour and retail marketing strategies. Ongoing cost-of-living pressures have increased consumer price sensitivity, encouraging greater demand for discounts, loyalty rewards and value-focused propositions. Tesco has responded through initiatives such as Clubcard Prices and Aldi Price Match, which support customer retention while helping the organisation remain competitive within a challenging market environment (Tesco plc, 2025). However, sustained price competition may place pressure on profitability and brand differentiation.
Social Factors
Changing consumer expectations are reshaping Tesco's marketing priorities. Customers increasingly value convenience, personalisation, ethical business practices and sustainability. Consumers are also becoming more conscious of how organisations use personal data and expect greater transparency regarding privacy and responsible business conduct (Kotler, Kartajaya and Setiawan, 2021). These trends require Tesco to balance commercial objectives with broader stakeholder expectations.
Technological Factors
Technological innovation remains one of the most significant drivers of marketing change. Developments in artificial intelligence, predictive analytics, mobile applications and digital commerce have transformed how Tesco engages with customers and delivers personalised experiences (Davenport et al., 2020). Continued investment in digital infrastructure enables Tesco to strengthen customer relationships, improve decision-making and enhance operational efficiency.
Environmental Factors
Environmental sustainability has become an increasingly important influence on consumer behaviour and corporate reputation. Tesco's commitments to carbon reduction, responsible sourcing and food waste reduction reflect growing stakeholder expectations for sustainable business practices. Effective communication of these initiatives can strengthen brand equity, provided that environmental claims are supported by measurable evidence and transparent reporting (United Nations, 2023).
Critical Evaluation
Overall, the PESTLE analysis highlights that Tesco's marketing function is increasingly influenced by external economic, technological, regulatory and sustainability-related pressures. While these developments create opportunities for innovation and customer engagement, they also increase organisational responsibility. Tesco's long-term marketing success will depend on its ability to adapt strategically to these macro-environmental changes while maintaining customer trust and delivering sustainable value.

2.2. [bookmark: _Toc232005397] SWOT Analysis
SWOT analysis is used to evaluate Tesco's key internal strengths and weaknesses alongside the external opportunities and threats affecting its marketing activities. Although SWOT can oversimplify complex market conditions, it remains useful when applied critically because it highlights how internal capabilities interact with external pressures (Kotler, Keller and Chernev, 2025).
Strengths
Tesco's strongest marketing assets are its brand equity, customer insight capabilities and omnichannel infrastructure. Strong brand recognition supports customer trust and loyalty, reducing perceived risk and encouraging repeat purchasing (Keller, 2013). This is particularly important in grocery retail, where consumers often make frequent and habitual purchasing decisions.
The Clubcard loyalty programme is another major strength. It enables Tesco to collect and analyse customer purchasing behaviour, allowing the organisation to personalise offers, target promotions and improve customer relationship management. According to Tesco plc (2024), continued investment in digital platforms, loyalty programmes and customer analytics has been central to the organisation's strategy for strengthening customer engagement and maintaining market leadership. Data-driven personalisation can strengthen engagement and retention when customers perceive clear value from the interaction (Kumar et al., 2019). In Tesco's case, Clubcard Prices also reinforce the brand's value proposition during periods of economic pressure.
Tesco's omnichannel presence further strengthens its marketing effectiveness. The integration of physical stores, online shopping, click-and-collect services and mobile applications enables customers to interact with the brand across multiple touchpoints. This supports convenience and customer experience, which are increasingly important drivers of loyalty in digital retail environments (Lemon and Verhoef, 2016).
However, these strengths do not automatically guarantee sustainable competitive advantage. Many competitors are developing similar loyalty schemes, digital platforms and customer analytics capabilities. Consequently, Tesco's advantage depends not simply on possessing customer data, but on using that data more effectively than competitors to create meaningful customer value.
Weaknesses
One weakness is Tesco's dependence on the mature UK grocery market. While market leadership provides stability, a saturated market limits opportunities for major growth and increases reliance on customer retention. This places pressure on Tesco's marketing function to deepen loyalty and defend market share rather than relying on expansion alone.
A second weakness concerns the organisation's dependence on customer data. Although data-driven marketing allows more precise targeting, it can create tensions between personalisation and privacy. Consumers are increasingly aware of how organisations collect and use personal information, and this can affect trust if data practices are perceived as intrusive or unclear (Martin and Murphy, 2017).
Tesco's value-based positioning also creates a potential weakness. Campaigns such as Clubcard Prices and Aldi Price Match help to attract price-sensitive customers, but they may also reduce differentiation if consumers associate Tesco mainly with discounts. Over time, excessive emphasis on price could weaken the brand's broader associations with quality, service and sustainability.
Opportunities
Technological development presents significant opportunities for Tesco's marketing function. Artificial intelligence, predictive analytics and machine learning can improve customer insight, personalise communications and increase promotional effectiveness (Davenport et al., 2020). Tesco is well-positioned to benefit from these developments because Clubcard and digital platforms provide extensive first-party customer data. Industry evidence suggests that AI-enabled retailing will continue to reshape customer engagement, operational efficiency and personalisation capabilities across the sector (Huang and Rust, 2021; Davenport et al., 2020).
Sustainability also represents an important marketing opportunity. Consumers increasingly expect retailers to demonstrate genuine environmental and social responsibility. Tesco's initiatives relating to carbon reduction, food waste reduction and responsible sourcing can strengthen brand equity if communicated transparently and supported by measurable progress (Kotler, Kartajaya and Setiawan, 2021).
Another opportunity lies in retail media. Retailers are increasingly using customer insight and digital platforms to offer advertising opportunities to suppliers. Tesco's customer data and digital channels could therefore support new revenue streams while strengthening supplier relationships. However, this must be managed carefully to avoid over-commercialising customer data or undermining trust.
Threats
Tesco faces significant threats from discount retailers such as Aldi and Lidl, which continue to compete strongly on price and operational efficiency. This places pressure on Tesco to maintain affordability while protecting profitability and brand differentiation. Recent market data demonstrates the continued growth of discount retailers within the UK grocery market, increasing pressure on established supermarket brands (Kantar, 2025; McKinsey & Company, 2025).
Data privacy represents another major threat. The use of personal data in marketing is increasingly scrutinised by consumers and regulators. UK GDPR places clear responsibilities on organisations regarding the collection, storage and use of customer information (Information Commissioner's Office, 2024). Any failure to manage customer data responsibly could damage Tesco's reputation and weaken customer loyalty.
Sustainability communication also presents reputational risk. Consumers and regulators increasingly challenge environmental claims that appear vague or exaggerated. If Tesco's sustainability marketing is not clearly supported by evidence, the organisation could face accusations of greenwashing, which may undermine trust and brand credibility.

3. [bookmark: _Toc232005398]Internal and External Forces Driving Change
Tesco's marketing function is shaped by both internal organisational capabilities and external market pressures. These forces require continuous adaptation to maintain customer relevance and competitive advantage.
3.1. [bookmark: _Toc232005399]Internal Drivers
A key internal driver is Tesco's customer-centric strategy, reflected in continued investment in Clubcard, personalised marketing and omnichannel retailing. During periods of economic uncertainty, the organisation has prioritised value and convenience, demonstrating how strategic objectives directly influence marketing decisions (Kotler, Keller and Chernev, 2025).
Tesco also benefits from strong organisational capabilities, including customer analytics, digital infrastructure and supply chain expertise. The extensive customer data generated through Clubcard supports more effective decision-making and personalised customer engagement (Davenport et al., 2020). However, technology alone does not create competitive advantage. Long-term success depends on organisational learning, innovation and the ability to translate insight into meaningful customer value.
Digital transformation remains another significant driver of change. Investments in e-commerce, mobile applications and automated fulfilment systems have improved customer convenience and strengthened Tesco's omnichannel offering. Nevertheless, rapid technological change requires continuous investment and adaptation. Research suggests that organisations successfully integrating digital transformation into strategic planning are more likely to sustain long-term competitive advantage (Chaffey and Ellis-Chadwick, 2024; Johnson et al., 2023).
3.2. [bookmark: _Toc232005400]External Drivers
Artificial intelligence, big data and social media have transformed contemporary marketing practice. AI enables more sophisticated customer insight, predictive analytics and personalised communication, while big data improves targeting accuracy and demand forecasting (Davenport et al., 2020; Wedel and Kannan, 2016). These developments reflect wider changes within the global digital economy, where data-driven business models increasingly shape organisational competitiveness (Organisation for Economic Co-operation and Development, 2024). However, concerns regarding privacy, transparency and algorithmic bias create governance challenges.
Social media has increased opportunities for engagement but has also heightened reputational risk. Customer opinions can rapidly influence brand perception, requiring organisations to monitor and respond to public sentiment more effectively (Chaffey and Ellis-Chadwick, 2024).
Sustainability pressures and regulatory developments also influence marketing strategy. Consumers, regulators and investors increasingly expect organisations to demonstrate responsible environmental and social practices. Regulations such as UK GDPR have increased accountability regarding customer data management, making trust and transparency increasingly important competitive factors (Information Commissioner's Office, 2024).
3.3. [bookmark: _Toc232005401]Consumer Behaviour in the Digital Age
Contemporary consumers expect seamless omnichannel experiences, personalised interactions and immediate access to information. Purchasing decisions are increasingly influenced by ethical conduct, sustainability performance and data privacy practices. As a result, customer value is no longer determined solely by price and product quality but also by trust, convenience and brand authenticity. Research indicates that consumers increasingly evaluate brands according to both functional value and broader social impact considerations (European Commission, 2024; Kotler, Kartajaya and Setiawan, 2021).
Tesco has responded positively through investment in digital services, personalised marketing and sustainability initiatives. However, consumer expectations continue to evolve rapidly. Maintaining customer trust while embracing technological innovation remains one of the organisation's most significant challenges.
Critical Evaluation
Tesco's marketing environment is shaped by interconnected internal and external forces. Strong customer insight capabilities and digital infrastructure provide a foundation for adaptation, while technological innovation, regulation and changing consumer behaviour continue to reshape marketing practice. Consequently, long-term success will depend on balancing innovation, customer value and ethical responsibility.

4. [bookmark: _Toc232005402]Future Developments in Marketing
Future marketing success will depend on Tesco's ability to combine technological innovation with ethical and sustainable business practices.
4.1. [bookmark: _Toc232005403]AI-Driven Personalisation
Artificial intelligence and predictive analytics are expected to play an increasingly important role in customer engagement. Tesco can utilise AI to improve recommendations, personalise promotions and enhance service efficiency (Davenport et al., 2020). The integration of Clubcard data with predictive analytics could enable more tailored customer experiences and stronger customer loyalty (Kumar et al., 2019). Industry forecasts suggest that AI will become increasingly embedded within customer experience management and retail decision-making processes (McKinsey Global Institute, 2023; Huang and Rust, 2021).
However, increased personalisation raises concerns regarding privacy, transparency and algorithmic bias (Huang and Rust, 2021). The "personalisation paradox" suggests that consumers desire tailored experiences while simultaneously seeking greater privacy protection (Ameen et al., 2021). Therefore, successful implementation will require robust governance and transparent data practices.
4.2. [bookmark: _Toc232005404]ESG-Driven Branding
Environmental, Social and Governance (ESG) considerations are likely to become increasingly important within marketing strategy. Tesco's sustainability initiatives have the potential to strengthen brand equity and stakeholder trust, particularly among younger consumers who increasingly consider environmental and social impacts when making purchasing decisions. ESG performance is also expected to influence future workforce expectations, investment decisions and consumer behaviour (World Economic Forum, 2024; United Nations, 2023).
However, sustainability communication must remain evidence-based. Growing scrutiny of environmental claims means organisations risk reputational damage if stakeholders perceive sustainability messaging as exaggerated or misleading.
4.3. [bookmark: _Toc232005405]Privacy, Ethics and Competitiveness
Privacy and ethics are expected to become central strategic issues within marketing. Organisations that demonstrate responsible data governance and transparency are more likely to gain competitive advantage through stronger customer trust (Martin and Murphy, 2017; Information Commissioner's Office, 2024).
As technological capabilities become more widely available, sustainable competitive advantage will depend less on technology itself and more on how effectively organisations use technology to create customer value while maintaining trust. For Tesco, future competitiveness will rely on balancing innovation, sustainability and ethical responsibility.
Critical Evaluation
Future developments present significant opportunities for Tesco to improve marketing effectiveness through AI, personalisation and sustainability-led branding. However, these opportunities also increase organisational responsibility. Competitive advantage will increasingly depend on the ability to integrate innovation with transparency, accountability and stakeholder trust.
5. [bookmark: _Toc232005406]Recommendations
Strengthen AI Governance
Tesco should establish a formal AI governance framework to ensure transparency, accountability and ethical decision-making in customer-facing marketing activities (Huang and Rust, 2021). As the organisation increasingly relies on AI-driven personalisation and predictive analytics, robust governance mechanisms will be required to manage risks associated with algorithmic bias, privacy concerns and regulatory compliance. The framework should include regular audits, clear accountability structures and transparent communication regarding the use of AI within marketing processes. By demonstrating responsible AI practices, Tesco can strengthen customer trust, reduce reputational risk and support the long-term sustainability of data-driven marketing initiatives.
Enhance Sustainability Communication
Tesco should ensure that all sustainability-related marketing claims are supported by measurable outcomes, independently verified evidence and clear performance indicators (United Nations, 2023). Growing stakeholder scrutiny means that unsupported environmental claims can damage brand credibility and create accusations of greenwashing. The organisation should therefore communicate sustainability achievements through transparent reporting and evidence-based messaging. Greater transparency would reinforce stakeholder trust, strengthen brand equity and support Tesco's positioning as a responsible and sustainable retailer.
Adopt Privacy-by-Design Marketing
Privacy considerations should be embedded into the design and implementation of all digital marketing activities rather than treated as a compliance requirement alone (Information Commissioner's Office, 2024). Tesco should simplify consent mechanisms, improve transparency regarding data collection and provide customers with greater control over how their personal information is used. These measures would support compliance with evolving regulatory requirements while strengthening customer confidence in Tesco's use of data. In an increasingly privacy-conscious environment, responsible data management can act as a source of competitive advantage by reinforcing customer loyalty and trust.
Expand Predictive Analytics Across Channels
Tesco should further integrate predictive analytics across online and offline channels to create more personalised and seamless customer experiences (Kumar et al., 2019; Davenport et al., 2020). Enhanced integration of Clubcard data, online shopping behaviour and in-store purchasing patterns would enable more accurate forecasting of customer needs and preferences. This would improve the relevance of promotions, increase marketing efficiency and support stronger customer engagement. Furthermore, a more connected omnichannel experience would help Tesco differentiate itself from competitors by delivering greater convenience, consistency and value throughout the customer journey.










6. [bookmark: _Toc232005407]Conclusion
This report has critically evaluated Tesco's marketing function by examining current marketing activities, the drivers of marketing change and future strategic developments. The analysis identified significant strengths, including strong brand equity, advanced customer insight capabilities and an effective omnichannel presence.
However, Tesco operates within a rapidly changing environment characterised by technological innovation, evolving consumer expectations, increased regulatory scrutiny and growing sustainability concerns. Whilst developments such as AI and predictive analytics create opportunities to enhance customer value, they also introduce challenges relating to privacy, trust and ethical governance. These developments support wider academic arguments that marketing is evolving from a primarily promotional function towards one focused on customer relationships, data management and sustainable value creation (Rust, 2020).
Overall, Tesco is well positioned to maintain market leadership. Nevertheless, long-term success will depend on its ability to balance innovation with responsible marketing practices, ensuring that technological advancement supports customer trust, sustainable value creation and organisational competitiveness.
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