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1. [bookmark: _Toc225949982]Introduction

One of the most competitive and fundamentally dynamic marketplaces in Europe is the UK grocery retail industry, where Tesco PLC operates. According to recent industry assessments, Tesco continues to dominate the market thanks to economies of scale, a robust supply chain infrastructure, and a well-known brand (Mintel, 2024). With the use of a sophisticated omnichannel distribution system, its primary business activities include food retailing, general items, apparel, and financial services. The company's ability to successfully use segmentation, targeting, positioning (STP), and marketing mix tactics in response to changing consumer behaviour and macroeconomic challenges has been directly related to its continued market dominance.
This objective of this report is to critically assess Tesco's marketing mix and segmentation, targeting, and positioning tactics using pertinent academic theories and current industry data. The study applies theoretical frameworks to Tesco's actual situation, including STP theory (Kotler and Keller, 2021), Porter's competitive strategy (Porter, 1998), and services marketing models (Zeithaml et al., 2017). The paper evaluates Tesco's present tactics' efficacy, points out their shortcomings, and makes suggestions to improve its competitive posture through critical analysis.

2. [bookmark: _Toc225949983]Segmentation Analysis

Market segmentation is a core idea in strategic marketing that allows businesses to separate heterogeneous markets into homogenous groups based on common features, requirements, or behaviours (Wedel and Kamakura, 2012). In the context of large-scale commerce, effective segmentation is essential for matching product offers, price strategies, and communication with various customer expectations. Tesco exhibits a sophisticated segmentation approach that is supported by both classic segmentation factors and innovative data analytics capabilities (Humby et al., 2008).
Tesco use a multi-variable segmentation model that includes demographic, regional, psychographic, and behavioural variables. Demographic segmentation is important, especially in terms of income and household composition. The company's tiered private-label architecture, which includes "Tesco Value," "Tesco," and "Tesco Finest," demonstrates obvious segmentation by income and willingness to spend. This is consistent with differentiated marketing theory, which states that businesses create several products to target separate segments (Dibb et al., 2019). However, although this method increases market penetration, it raises worries about brand dilution. According to Keller (2013), spreading a brand across significantly disparate sectors can impair its overall identity if value propositions become inconsistent or imprecise.
Geographic segmentation is implemented through Tesco's multi-format retail strategy, which includes Tesco Express, Superstores, and Extra hypermarkets. This strategy reflects an awareness of spatial consumption patterns, with urban customers prioritising convenience and accessibility and suburban consumers preferring one-stop shopping experiences (Brassington and Pettitt, 2007). Practically speaking, this division improves Tesco's capacity to penetrate various local markets. However, the development of shop types increases operational complexity and susceptibility to local competition, notably from bargain merchants and independent convenience stores.
Tesco's strategy has shifted to include more emphasis on psychographic segmentation, particularly in response to changing customer attitudes around health, sustainability, and ethical purchasing. Tesco has increased its plant-based product offers and committed to environmental goals, demonstrating agreement with lifestyle-based segmentation frameworks like VALS (Solomon et al., 2016). This move is aligned with larger market trends, as customers seek companies that share their personal beliefs (Euromonitor, 2024). However, the efficacy of psychographic segmentation is dependent on authenticity and consistency. If consumers see a mismatch between declared ideals and actual behaviours, the brand's reputation may suffer.
Behavioural segmentation is Tesco's most advanced and strategic capacity. Tesco's Clubcard loyalty programme collects detailed data on purchase habits, allowing the corporation to categorise clients based on usage rate, brand loyalty, and promotional receptivity. This is consistent with modern marketing theory, which highlights the use of big data and analytics in improving segmentation precision (Chaffey and Ellis-Chadwick, 2019). Tesco's ability to provide tailored offers based on individual activity gives them a competitive advantage. However, this technique presents ethical concerns, notably with data protection and customer consent. Regulatory frameworks such as GDPR provide restrictions on data usage, underlining the limitations of behavioural segmentation in reality.
From a critical standpoint, Tesco's segmentation approach is both extensive and smart, reflecting current marketing best practices. However, its broad scope may hamper strategic concentration. Wedel and Kamakura (2012) argue that effective segmentation should result in practical and strategically relevant findings. Tesco’s wide segmentation may lead to resource dispersion and less clarity in marketing messaging. Furthermore, the dynamic nature of consumer behaviour, particularly in reaction to economic instability and technological progress, necessitates the ongoing modification of segmentation techniques. In summary, Tesco displays a good capacity to identify and analyse various consumer categories. However, the difficulty is to prioritise sectors that give the highest strategic value while preserving a consistent brand identity. A more concentrated segmentation strategy, supported by ongoing data analysis and market research, would increase efficiency and effectiveness.
3. [bookmark: _Toc225949984]Targeting Analysis

Targeting is the process of evaluating and selecting market segments to serve based on their attractiveness and alignment with a company's skills and objectives (Kotler et al., 2016). Tesco has a varied targeting strategy, aiming to serve numerous segments at once through personalised goods and marketing tactics. While this method improves market penetration and income creation, it also adds strategic and operational complexity.
Tesco's main target markets include price-sensitive customers, middle-income households, luxury shoppers, and convenience-oriented urban consumers. This multi-segment approach demonstrates a purposeful plan to capture value at many levels of the market. From a theoretical sense, this is consistent with differentiated marketing, which allows businesses to expand market share by meeting the requirements of diverse segments (Armstrong et al., 2009). Yet, specialised targeting necessitates substantial expenditure in product development, marketing, and operations, which raises concerns about efficiency and strategic emphasis.
The basis behind Tesco's targeting technique is strongly related to the nature of the UK food market. The sector has grown more divided, with substantial growth in both the bargain and premium categories (Mintel, 2024). Tesco's strategy might thus be understood as an attempt to balance these opposing forces by providing both low-cost and high-quality goods. This demonstrates characteristics of a hybrid competitive strategy that combines cost leadership with distinctiveness (Porter, 1998). While conceptually attractive, such techniques are challenging to implement in practice since they require enterprises to attain both low costs and great perceived value.
Tesco's targeting approach is effective, as evidenced by its ongoing market leadership and vast consumer base. Its capacity to recruit varied sectors decreases dependency on a single group while increasing resilience in the face of economic changes. For example, during an economic slump, demand for value items rises, but in more stable times, luxury products lead to larger profits. This flexibility provides a considerable strategic advantage.
However, a serious inspection exposes various flaws. Firstly, Tesco's broad targeting approach may result in a lack of strategic clarity. Doyle (2009) contends that enterprises should prioritise segments based on long-term profitability and strategic fit rather than striving to serve all segments fairly. Tesco's present approach may result in inefficient resource allocation, with marketing efforts distributed unevenly across different categories. Second, Tesco confronts fierce competition in each of its target areas. Discount retailers like Aldi and Lidl have built extremely efficient business structures that allow them to provide lower pricing, undercutting Tesco's value promise. At the same time, luxury stores like Waitrose have built significant brand distinctiveness around quality and ethical sourcing. This creates a competitive strain, with Tesco potentially failing in both areas.
Third, the growing relevance of digitisation and shifting customer behaviour needs a more dynamic targeting strategy. Younger customers have distinct buying behaviours, including a preference for internet shopping, convenience, and sustainability. Tesco's targeting approach must thus develop to meet these growing tendencies, possibly with a stronger focus on digital interaction and tailored marketing.
Critically, Tesco's targeting strategy is excellent in terms of volume and market coverage, but it may lack the accuracy necessary for long-term competitiveness. According to the notion of strategic segmentation, businesses should focus on segments that are most closely related to their core strengths and have the most potential for differentiation. In this environment, Tesco may profit from focusing on categories where it can use its strengths, such as data analytics, supply chain efficiency, and omnichannel capabilities. To summarise, Tesco's unique targeting approach has greatly contributed to its market success, but it is not without problems. A more focused and strategically aligned approach to targeting, backed up by continuing market research and consumer insights, will improve its ability to compete successfully in an increasingly complicated and competitive retail landscape.

4. [bookmark: _Toc225949985]Positioning Analysis

Positioning is concerned with how a company develops its offering and image to stand out in the eyes of target consumers in comparison to rivals (Kotler and Keller, 2021). In increasingly competitive retail marketplaces, successful positioning requires not just distinction but also relevance and trustworthiness (Keller, 2013). Tesco's positioning strategy is complicated, showing its need to appeal to diverse sectors while keeping a consistent brand identity.
Tesco's primary branding is represented in its long-standing tagline, "Every little helps," which portrays a value-driven and customer-centric offer. This demonstrates a functional positioning approach based on price competitiveness, accessibility, and convenience. From a theoretical standpoint, this is consistent with benefit-based positioning, in which enterprises stress real benefits such as cost reductions and ease of access (Hooley et al., 2020). However, according to current branding research, solely functional positioning is insufficient in highly competitive marketplaces where emotional and symbolic value increasingly drives customer choice (Keller, 2013).
To combat this, Tesco has employed emotive positioning in projects centred on sustainability, community participation, and consumer loyalty. For instance, its pledges to reduce plastic packaging and achieve net-zero emissions contribute to a more comprehensive ethical perspective. This is consistent with the notion of values-based positioning, in which businesses strive to connect with consumers' views and lifestyles (Homburg et al., 2015). Nonetheless, the success of such positioning is contingent on perceived genuineness. If customers see these activities as shallow or inconsistent, the company faces reputational harm from charges of "greenwashing."
The perceptual map is a valuable analytical tool for assessing Tesco's positioning since it depicts consumer perceptions along important dimensions such as price and quality. Tesco fits in between premium supermarkets like Waitrose and cheap retailers like Aldi. Tesco's "middle-ground" approach helps them to appeal to a wide range of customers, but it also causes strategic friction. Porter's (1998) theory of generic strategies implies that organisations aiming to combine cost leadership with distinctiveness may fail to do so effectively, resulting in strategic uncertainty.
Empirical research from the UK supermarket business backs up this criticism. Discount retailers have effectively improved their price-based positioning, whilst luxury retailers have increased their distinctiveness via quality, provenance, and ethical sourcing (Mintel, 2024). As a result, Tesco's posture may be viewed as inadequately different. According to Ries and Trout (2001), effective positioning necessitates a clear and distinct message that customers can readily understand and recall. Tesco's broad posture might diminish this clarity.
Furthermore, Tesco outperforms more specialist competitors in terms of brand salience and performance, but confronts difficulty in developing powerful imagery and resonance (Keller, 2013). While customers regard Tesco as a dependable and handy store, their emotional commitment to the brand may be lower than that of premium or niche companies.
Another barrier is the rising prominence of experience positioning in retail. Modern customers appreciate not only items but also shopping experiences, such as store layout, service quality, and digital integration (Verhoef et al., 2015). Tesco's emphasis on efficiency and cost management, although operationally advantageous, may hinder its capacity to provide distinct experiences.
In essential terms, Tesco's positioning strategy is effective in preserving mass-market appeal but lacks the uniqueness necessary to gain a long-term competitive edge in a polarising market. To improve its positioning, Tesco must move beyond price competition and create a more clearly defined value offer that incorporates functional, emotional, and experience elements. This may include improving its sustainable credentials, investing in customer experience, and harnessing digital innovation to tell a more engaging brand story.

5. [bookmark: _Toc225949986]Marketing Mix Strategies (7Ps)

Tesco's marketing mix demonstrates a complete and integrated use of the 7Ps paradigm, which expands on the traditional 4Ps to incorporate service-related factors like people, process, and physical evidence (Booms and Bitner, 1981). Given the mixed character of retail as a product and service business, the 7Ps model is an appropriate lens for assessing Tesco's strategy.
Tesco's product strategy is distinguished by its range and depth, which includes food, non-food merchandise, clothes, and financial services. This variety allows Tesco to address a wide range of consumer requirements, bolstering its segmentation and targeting techniques. The usage of tiered private-label branding, such as "Tesco Value," "Tesco," and "Tesco Finest," represents a product diversification strategy intended to capture numerous price points and consumer preferences (Armstrong et al., 2009). From a theoretical standpoint, this is consistent with product line management, in which companies provide a variety of items within a category to maximise market coverage. However, Christopher (2016) contends that excessive product diversity might exacerbate supply chain complexity and diminish efficiency, implying a possible trade-off between variety and operational effectiveness.
Pricing is a key component of Tesco's competitive strategy. Through its Clubcard program, the corporation offers a combination of everyday cheap prices, promotional savings, and loyalty-based pricing. This hybrid strategy combines cost- and value-based pricing techniques (Monroe, 2003). While competitive pricing is critical for recruiting price-sensitive customers, overreliance on discounts can lead to price sensitivity and decreased brand loyalty. Furthermore, frequent discounts might reduce perceived value, especially for luxury product lines.
Tesco's location strategy provides a substantial competitive edge. Its broad network of physical locations, combined with a well-developed internet infrastructure, allows it to provide a successful omnichannel experience. Verhoef et al., (2015) argue that successful omnichannel shopping necessitates flawless integration across channels, allowing customers to seamlessly transition between online and physical settings. Tesco has showed great competence in this field, notably through innovations like click-and-collect and fast home delivery. However, maintaining this infrastructure incurs enormous expenses, and profitability remains a top priority in online food commerce.
Promotion at Tesco has evolved significantly with the rise of digital marketing. The company leverages data from its Clubcard programme to deliver highly personalised promotions, enhancing relevance and effectiveness. This approach aligns with relationship marketing theory, which emphasises long-term customer engagement rather than transactional exchanges (Chaffey and Ellis-Chadwick, 2019). However, the increasing use of personal data raises ethical and regulatory challenges. Under frameworks such as GDPR, firms must ensure transparency and consumer consent, highlighting the limitations of data-driven promotion.
The "people" aspect is crucial in Tesco's service delivery since staff interactions have a direct impact on customer happiness and brand perception. Zeithaml et al., (2017) stress that frontline personnel play an important role in achieving service quality. Tesco invests in employee training and engagement, yet retail cost pressures may have an influence on workforce and morale. This presents a possible conflict between cost-effectiveness and service excellence.
Process innovation is another important aspect of Tesco's marketing mix. To improve efficiency and convenience, the corporation has introduced technology such as self-service checkout, mobile payment alternatives, and automated distribution centers. These procedures are consistent with operations management objectives such as speed, dependability, and cost reduction (Slack et al., 2013). However, growing automation may lessen human engagement, thereby harming the customer experience, especially among less technologically savvy consumers.
Physical evidence encompasses the tangible characteristics of the service environment, such as store layout, cleanliness, and branding. Tesco's stores are usually built to be utilitarian and accessible, supporting the company's reputation as a convenient and cost-effective retailer. However, differences among shop formats may reduce brand consistency. According to Bitner's (1992) servicescape model, the physical environment has a significant impact on customer perceptions and conduct, implying that more uniformity may improve brand experience.
A rigorous examination of Tesco's marketing mix demonstrates great congruence with its overall strategy while also highlighting significant issues. The emphasis on cost efficiency and price competitiveness strengthens its value proposition, but it may restrict distinctiveness and the customer experience. Furthermore, the integration of digital technology improves ease while adding additional complications to data management and service delivery.
Tesco's marketing mix could be strengthened by focusing on increasing perceived value rather than competing exclusively on price. This might include increasing product quality, upgrading retail settings, and providing more engaging consumer experiences. Furthermore, increasing integration of sustainability into the marketing mix may strengthen its position and appeal to rising customer categories.

6. [bookmark: _Toc225949987]Conclusion

This report has presented a critical examination of Tesco's segmentation, targeting, positioning, and marketing mix tactics, revealing that the company uses a complex and multi-layered marketing approach based on existing theoretical frameworks. Tesco's strength is its ability to combine data-driven insights, notably through behavioural segmentation and its Clubcard program, with a broad and adaptable market coverage approach. Despite increased competition and changed customer expectations, the firm has managed to preserve its position as the market leader in the UK supermarket sector.
However, the research identifies many structural and strategic issues that might jeopardise Tesco's long-term competitive edge. While the company's vast segmentation and unique targeting tactics are helpful in increasing market penetration, they risk diluting strategic focus and branding clarity. According to segmentation theory, effective strategies should not only identify unique customer groups but also prioritise those that provide long-term value and strategic fit (Wedel and Kamakura 2012). Tesco's present strategy reveals a proclivity for overextension, in which serving numerous sectors at once may impair the effectiveness of its total marketing efforts.
Similarly, Tesco's positioning approach, although effective in terms of brand awareness and functional value, falls short of the uniqueness necessary in an increasingly polarised market. The company's middle-market placement makes it vulnerable to competitive pressures from both bargain and premium shops, supporting Porter's (1998) claim about the hazards of hybrid strategy. Although Tesco has made strides in integrating emotional and values-based positioning, notably through environmental initiatives, the effectiveness of these efforts is dependent on consistency and perceived authenticity.
The study of Tesco's marketing mix reveals a strategic emphasis on cost efficiency and accessibility, which is backed by a diverse product offering, competitive pricing, and a well-developed omnichannel delivery network. While these aspects support Tesco's value argument, they also indicate a possible overreliance on price competitiveness. According to Monroe (2003), perceived value is more likely to generate long-term competitive advantage than cheap pricing. Furthermore, the increased integration of digital technology and automation, although improving operational efficiency, creates new issues in customer experience and data governance.
In light of these findings, numerous strategic recommendations might be made. Tesco should focus its segmentation and targeting efforts on high-value and growth-oriented categories, particularly those motivated by sustainability, health consciousness, and digital engagement. This would allow for more efficient resource allocation and increase the efficacy of marketing messages. Furthermore, the organization should improve its positioning strategy to build a clearer and more unique value offer, shifting away from price-based competition and toward a greater emphasis on quality, innovation, and ethical behaviours.
Tesco should attempt to rebalance its marketing mix by improving both customer experience and cost effectiveness. This might include investing in shop settings, boosting service quality, and guaranteeing better consistency across many retail formats. Furthermore, integrating sustainability more fully into all aspects of the marketing mix would increase brand credibility and correspond with changing customer expectations.

Overall, while Tesco's present methods have been successful in maintaining market leadership, the quickly changing retail sector demands ongoing adaptation and strategy refinement. Tesco is well positioned to maintain its competitive edge and respond effectively to future market challenges by resolving identified constraints and capitalising on its existing strengths.
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