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Sample Business Research Proposal
Research Topic: Investigation of how competitive targeted price-matching schemes between 2020 and 2026 affected profitability, customer loyalty, and long-term price erosion within the UK retail market.
Introduction
In today's competitive retail market, supermarkets face growing pressure from low-cost rivals such as Aldi and Lidl. These discounters have changed how customers think about value, forcing companies like Tesco to match prices to keep their market share. This research aims to investigate  Tesco's price-matching schemes, including Aldi Price Match and Clubcard Prices, and how they affect its profits and long-term business strategy. The research will show that while price matching can make customers feel confident and get excellent value, it can also reduce profit margins and limit a company's ability to invest and grow. 
This problem matters because price erosion (when profits fall due to constant price competition) can harm a company's performance and sustainability. Ongoing discounting pressures retailers to cut costs, reduce innovation, and weaken service quality. Tesco shows that price-matching improves customer loyalty but also squeezes gross margins and limits investments. UK supermarkets are experiencing declining profitability even when sales are strong. Understanding this issue helps to develop strategies that balance customer value with financial health. This study will also explore how Tesco's price-matching schemes between 2020 and 2026 influenced its financial performance and strategic decisions, helping to explain the impact of price erosion in the retail industry. The issue is also important because it highlights the growing tension between delivering value to customers and supporting a healthy performance. 
Building on the issues outlined in the introduction above, Tesco’s price-matching strategy raised important questions about how retailers can balance customer value with long-term financial stability. To explore the following research aim, and objectives,  questions have been crafted to guide this study and provide a framework for analysing the impact of price-matching on Tesco's performance, strategy, and sustainability. This study will also include PESTEL, SWOT, game theory, behavioural pricing theory, and Porter's competitive strategy model to analyse the external environment, customer behaviour, and competitive pressures that influence Tesco's price-matching strategy.


Research Aim
The research proposal aims to evaluate how competitive targeted price-matching schemes between 2020 and 2026 affected profitability, customer loyalty, and long-term price erosion within the UK retail market.
Research Objectives with Measurable Indicators
	No.
	Research Objectives
	Measurable Indicator

	1
	To assess how Tesco’s price-matching schemes influence customer loyalty.
	Changes in Clubcard perception rate, repeat purchase frequency, customer satisfaction scores, and loyalty index data. (2020-2026).

	2
	To analyse the impact of price-matching on Tesco's profitability and gross margins.
	Annual gross margin percentage, operating profit margin, cost-of- sales trends, and year-on-year profit changes

	3
	To evaluate how competition from Aldi shapes Tesco’s pricing strategy
	Number of price-matched products, frequency of price adjustments, comparative price-gap data,  volume, and types of promotional materials used to communicate Tesco's price-matching schemes (e.g., Aldi price-match labels, Clubcard adverts, shelf-edge labels, social media posts).

	4
	To determine whether price-matching contributes to long-term price erosion in the UK supermarket sector.
	Margin compression trends, average selling price (ASP) changes, and sector profitability reports. 

	5
	To identify strategic options that balance customer value with long-term financial sustainability.
	Cost -saving initiatives, 
investment levels, innovation spending, and strategic performance metrics reported by Tesco.







Research Questions
1. How have price-matching schemes affected customer loyalty between 2020 and 2026?
2. What impact has price-matching had on Tesco's profitability and gross margin?
3. How does competition from Aldi influence Tesco's pricing decisions?
4. Does price matching contribute to long-term price erosion in the UK supermarket industry?
5. What options could help Tesco support both customer value and long-term financial health?
Literature Review
Moorthy and Winter (2006a) explain how price-matching works using economic and game-theory models. They show that price-matching can stop competitors from lowering prices, but it can also trap a retailer in low-profit pricing if rivals have cheaper cost structures. This is relevant to Tesco because Aldi operates with lower costs. However, the study is only theoretical. It does not use real supermarket data, nor does it look at the UK grocery sector. This study does not show how price-matching works in real life for a retailer like Tesco.
Similarly, Grewal et al. (2017a) explore how pricing cues, promotions, and value communication shape customer behaviour in modern retailing and how strategy can strengthen customer engagement and loyalty. The behavioural pricing theory shows that customers respond strongly to perceived value signals such as discounts, loyalty rewards, and promotional messaging. This is directly relevant to Tesco’s use of Aldi Price Match and Clubcard Prices, which rely heavily on visible promotional materials to influence customer perception. 
Both studies explain how price matching and promotional pricing influence competition and customer behaviour. They both focus on theory and general retail trends rather than real supermarket data. Neither study analyses how price-matching can affect a retailer's financial performance, customer loyalty, or long-term sustainability. This is the clear research gap the study addresses. The academic literature discusses price erosion in general competitive markets; there are no studies analysing price erosion with Tesco's real-world pricing strategy, nor do they connect Tesco's real-world margin pressures reflect the margin compression describe by Porter (1980a) to the theoretical model of competitive rivalry.


Research Gap
There is a clear gap in the relationship between Tesco's price-matching strategy and its long-term profitability that has not been examined in academic literature. This study fills the gap by applying pricing theory and competitive strategy models to real Tesco data 2020-2026, including margins, price-gap trends, promotional materials, price-gap data, and loyalty indicators. By analysing theory with real-world evidence, this study will evaluate how Tesco’s price-matching strategy influences both customer behaviour and long-term business performance. Although price-matching guarantees have been widely studied in relation to customer behaviour, price perceptions, and search patterns, no academic studies have examined how a major retailer like Tesco targeted price-matching schemes between 2020 and 2026, and how these schemes affected profitability, customer loyalty, and long-term price erosion in the UK retail market. Existing literature focuses on general customer responses to price-matching, and there is also a lack of firm-specific data analysis that explores how a major retailer such as Tesco implemented these schemes and what strategic or financial outcomes followed. This absence of empirical research creates a clear gap that this study aims to address. 
Price Erosion
During the COVID-19 pandemic, Tesco experienced strong sales growth. Its profitability declined significantly due to £892 million in Covid-19-related costs and a £175 million loss in Tesco Bank, resulting in a 28% fall in operating profit according to Tesco PLC (2021). This demonstrates that strong sales do not necessarily translate into strong profitability, highlighting the importance of understanding how pricing strategies such as targeted price-matching affect long-term financial performance. The findings align with wider industry evidence. According to CMA (2024), UK supermarkets experienced declining profit margins despite rising sales values, as retailers absorbed cost inflation rather than fully passing it on to consumers.

Price erosion is linked with the competitive pricing behaviours described in the case studies above. One case study explains that retailers engage in aggressive price competition, and margins naturally decline as firms reduce prices to maintain market share. Another case study finds that price-matching strategies can strengthen customer loyalty, as stated by Oliver (1999), but often require sustained price investment, thereby reducing short-term profitability. 
Theoretical Framework
This study supports key theories and models explaining Tesco's price-matching behaviour. Game theory, as discussed by Moorthy and Winter (2006b), helps explain how price-matching influences competition and how retailers respond to rivals with lower cost structures. It shows that price-matching can protect market share but also reduce profitability when competitors operate more efficiently. Behavioural pricing theory, outlined by Grewal et al. (2017b), explains how customers react to visible price cues and promotional messages. These theories, reinforced by Porter's (2008b) competitive strategy model, highlight the risks of price wars and the need for differentiation to sustain long-term viability. In addition, a PESTEL Analysis and SWOT Analysis will help show the external pressures and internal capabilities shaping Tesco's approach to price matching. Together, these frameworks provide a structured academic foundation for analysing the profitability,  customer loyalty, and long-term sustainability of Tesco's pricing strategy and competitive advantage.
Research Methodology
Research Approach
This study adopts an inductive research approach and concludes existing secondary data regarding Tesco's pricing strategy and its impact on profitability and customer loyalty.
Research Strategy
This study adopts a secondary, qualitative research approach. The approach is justified because the aim is to analyse existing data on /Tesco’s price-matching strategy rather than collect new primary data. Qualitative analysis is appropriate for examining Tesco’s annual reports, promotional materials, and market data (Tesco PLC, 2025) as it allows the researcher to understand how price-matching influences customer behaviour, competitive positioning, and long-term sustainability. Quantitative data, such as margin trends and market share figures, will only support the qualitative interpretation. A Qualitative approach allows for deeper interpretations of patterns, behaviours, and strategic decisions, which aligns with the theoretical framework used in the literature review.
Data Collection
The research study relies entirely on secondary data, following Saunders et al.’s (2019) guidance that secondary sources are appropriate when dependable organisational and market data already exist. This method allowed efficient access to data collected from credible and publicly available resources:
Tesco’s annual reports (2020-2026).
Tesco's financial information and industry reports.
Market share and pricing reports from industry bodies.
Promotional materials such as Aldi Price Match and Clubcard Price labels.
Academic literature on pricing, competition, and consumer behaviour.
Peer-reviewed articles, , books, case studies, news articles, and industry reports.
Academic literature such as game theory, behavioural pricing, Porter's Five Forces, and Generic Strategies.
Sampling Strategy
The researcher will use a purposive sampling technique in this study ( data sources that are trustworthy and directly relevant to the research aim). The sampling used will be secondary data sources, including Tesco’s annual reports, market data, pricing information, academic literature, and promotional materials.
Data Analysis
Qualitative content analysis will be used to examine the secondary data. This involves reading and interpreting documents to identify patterns, themes, and trends that are relevant to the research aim. Data will be analysed by reviewing Tesco's annual reports, pricing data, and other sources to identify recurring themes related to profitability, customer loyalty, and competitive strategy. 
Ethical Considerations
All information used is publicly available, reducing ethical risks. Ethical practice is maintained by accurately representing data, avoiding misinterpretation, and providing full Harvard-style citations for all resources. 










Methodology Timeline
The research followed a structured timeline to ensure all stages of the secondary-data study were completed efficiently.  The overall process took approximately 9 weeks, including data collection, analysis, and writing.  In Fig.1 below is the Gantt Chart for the proposal.

Fig.1
[image: ]

Business Relevance and Practical Implications
This study could be useful for Tesco because it helps the business to understand how price-matching affects its profits and customer loyalty. By looking at Tesco's annual reports and pricing information, the study shows whether keeping prices low through Aldi Price Match and Clubcard Prices is helping Tesco to stay competitive or creating pressure on its margins between 2020 and 2026.
Findings
The findings could support managers when making decisions about pricing, promotions, and long-term strategies. It could also help Tesco assess the effectiveness of price-matching using secondary data, which could help other businesses review their own pricing strategies. Porter's competitive strategy framework further helps to explain Tesco's situation. In a market with intense rivalry, retailers often rely on price to stay competitive, which leads to margin compression. Tesco's behaviour fits this model, and the company uses price-matching to respond to discount competitors like Aldi.
Conclusion
This study examines how Tesco's price-matching strategies, including Aldi Price Match and Clubcard Prices, affect its profitability and competitive position. The findings may show that Tesco's continued investment in low prices has helped the business remain competitive while maintaining customer loyalty but has also created margin pressures that reflect the concept of price erosion discussed in the literature. By linking Tesco's real-world financial performance to theories of competitive pricing, the study fills a gap in the existing research, which has not explored price erosion within Tesco’s specific pricing strategy. The results suggest that while price-matching offers strategic benefits, Tesco must carefully balance competitive pricing with long-term financial sustainability. This study provides useful insights for Tesco and other retailers facing similar competition from discount supermarkets. The study uses secondary data to evaluate the financial impact of price-matching schemes. It highlights the importance of managing pricing decisions to protect both customer loyalty and profitability. This study supports Kotler and Keller's (2025) argument that pricing must balance customer value and business sustainability.
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