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Abstract
Tesco is one of the most well recognised companies in the UK and holds an irreplaceable status. Over the years, since the beginning of the company, Tesco has had to overcome a number of internal and external threats and challenges to build and maintain its current status. Tesco has deployed a number of strategies and policies across the company that ensures it is effectively able to manage customer relationships. These range from adjusting its advertising/marketing tactics, reviewing pricing strategies, and the use of their very popular loyalty card and scheme—the Tesco Clubcard. All of these methods have allowed Tesco to be successful however with the COVID-19 pandemic the company has faced unprecedented newer challenges. This report explores many of these changes in the context of the pandemic and even before and shows how resilient Tesco is. Nevertheless, Tesco still faces challenges in the future and must remain vigilant. 
[bookmark: _Toc81511766]Introduction
The word retail refers to the activity of selling goods from a business to a consumer for their own use. It is a way of making products and goods directly available for consumers. Retailing business has become very competitive and challenging too. It is obvious that due to technological advances, people have more options to shop from, such as online or on the high street. In order to build a positive and long-lasting relationship with the customers and boost the selling activity, retailers are exploiting different techniques and methods. As technology advances and consumer behaviour are changing constantly, retailers are facing the challenging task of attracting new customers and ensuring they are holding on to previous customers. In a digitalised world, satisfaction of consumers is a crucial step to becoming the market leaders. Satisfaction means not only from the high-quality products and services, it also includes understanding the customer, their needs, creating the environment and overall an excellent shopping experience. All of these are the key policy to make a customer happy and completely satisfy them (Henry A, 2007) . Tesco PLC is one of these UK based retailers and the company has made millions of loyal customers over the years. It is a British multinational grocery and general merchandise retailer. Its headquarters is situated in Hertfordshire, England. According to the gross revenues Tesco is the third largest retailer in the world. In UK Tesco is the market leader of groceries with around 27% of market share and one of the most valuable brands (Statista, 2021). The company was founded by Jack Cohen in 1990 when he started to sell groceries from a market stall in Hackney, East London. The first Tesco shop was opened in 1931 in Burnt Oak, Barnet. Since then, the company expanded its business rapidly and by the beginning of 1940 it had opened more than 100 Tesco shops all over the country. Also, Tesco expanded its business globally and in 1990 it started to operate business in 11 countries in the world . I chose this organisation because I have previously worked for them. My aim for this report is to understand how Tesco interacts and engages with their customers and how they utilise this in their business model. I will also look at the significant impact the COVID-19 pandemic has had on Tesco in the context of customer relations. 

[bookmark: _Toc81511767]CRM (Customer Relationship Management)
Customer relationship management (also known as CRM) is the umbrella term for various techniques used in industry to manage and explore business interactions with their customers. Globally, CRM software used cost approximately $26.3 billion in 2015 and it is thought that this figure will continue to rise with increasing use of technology (Gartner, 2015). Businesses will often use this information to look for patterns and utilise it to make decisions that keep customers loyal and increase profits from the interactions. The data obtained from customers that is used for CRM can come from lots of places during customer- business interactions. For example, on the internet or websites, phone, live assistance, marketing emails and more recently through use of platforms such as Facebook, Twitter and TikTok (Chai, Ehrens and Karolina Kiwak, 2017). 
[bookmark: _Toc81511768]Why is CRM Important for Businesses?
CRM is important and has positive impacts on businesses for a number of reasons:
· Knowing customer history like purchasing preferences or potential future purchases can make the streamline services and make the experience smoother. Customers might also be likely to come back in the future because of this positive experiences. 
· Collecting purchase history data and other customer information can help to make businesses models, predict trends and increase profits. 
· CRM data can help design the automatic functions/websites to perform simple support tasks for customers. 
[bookmark: _Toc81511769]Components of CRM
Basic version of CRM were used to compile all customers information into one single large database to make it easier for businesses to visualise, read and manage. However, over the years now CRM has become more complex, and it involved the automation of simple tasks involving customer interaction that would take a human, hours to individually complete.
 For example, marketing automation can help to compile all the customer information gathered and then use this to automatically make marketing materials targeted to specific customers. This can include like when a potential customer sales preference information is obtained, an automatic marketing email with tailored interest can be generated and sent to the customers. 
Sales force automation can be used to track live customer interactions and make process in the sales activity automatic and more streamlined. 
Help desk automation allows businesses to make simple tasks that can usually be answered by an automated bot or prewritten answers. Examples of this includes FAQs included on many websites or digital assistants like Cora, used by banking service NatWest (silicon, 2021). This can free up staff for complex problems that require lengthier one to one help or even let them do other tasks. It has also been reported that almost two thirds of customers prefer using chatbots and like them (Press, 2019). 
[bookmark: _Toc81511770]Customer Relationship Management by Tesco
One of the primary methods of CRM by Tesco is through the use of loyalty cards. Tesco markets their loyalty card as the Tesco Clubcard. There are many benefits to loyalty schemes like the Clubcard, like reduced prices for customers, less money spent by the organisation to attract customers and better profits for the firms. There are more than 150 loyalty schemes in the UK (Byrom et al., 2018. Tesco’s Clubcard programme runs in several countries: the UK, Ireland, Slovakia, Poland, Hungary and the Czech Republic and in 2017, it was estimated that almost 20 million people used the scheme in the UK (Glenday, 2017). It is thought that Tesco’s loyalty system was so successful, because unlike many other companies, Tesco collected lots of data and made it meaningful, rather than just collecting it (Emerald Insight, 2021). 
[bookmark: _Toc81511771]How does Tesco Clubcard Work?
Tesco Clubcard works on a point based system. The retailer states that for every £1 a customer spends on groceries in store or online, 1 point is earned, and for every £2 spent on fuel, 1 point is earned. As these points accumulate, customers are able to buy vouchers, and for every 150 points, customers receive a £1.50 voucher that they can either spend on their shopping or other recreational activities. Points can be earned in store, online, when buying fuel, when using Tesco banking, when using Tesco mobile and in F&F stores- Tesco’s clothing brand. Tesco have also launched a variety of methods for using the Clubcard to reach a varied target audience, for example using the Clubcard app, contactless Clubcards, key fob cards and the Tesco Pay+ app, used by Tesco Bank. The vouchers earned by customers can be used on a variety of things like: trips (days out to special sites), restaurants, travelling, lifestyle purchases and home purchases. Tesco also offer discounts to things like Disney+, motor breakdown cover and gyms. 
Tesco began to prioritise CRM in the 1990s when analysis by Dunnhumby, a then small marketing firm revealed that in lots of their stores, the top 100 customers brought in as much profit as the bottom 4000. Not only this but that the top 5% of spenders for Tesco, made up 20% of the sales while the bottom quarter of spenders made up of just 2%. So, they began to prioritise CRM to build customer loyalty, retain customers and build a profit (Emerald Insight, 2013). 

[bookmark: _Toc81511772]Tesco Adapting to Internal and External Factors
Tesco has been shown to be able to adapt to difficult internal and external factors. An article by the Guardian in 2015 stated that Tesco had suffered a £6.4 billion loss, with profits plummeting across the majority of stores (Butler and Farrell, 2015). The article described the losses as being due to a number of reasons including having opened too many  stores that were larger than needed, seeing price rises across their product range, and customers reporting that the standard of service had declined. At this point in the UK, many retailers were struggling anyway, with the growth of budget supermarkets like Aldi and Lidl, and the entry of online retailers. However, by 2013, it was reported that after a number of successful changes, Tesco was rebounding with profits measuring £1.3 billion. 
Tesco did this in a number of ways, firstly by rebranding themselves in subtle ways. For example, it changed some of its advertising communications to take on more of a humorous undertone- including their Christmas adverts. This was important because Tesco’s prior success, their abilities for advertisement became the same and monotonous, so a new advertising technique brought customers attention and attracted new ones (Smart Insights, 2017). 
They also spent time creating different products and brand lines. Tesco during this time brought out a new farm organic brand of products. Before this, their farm brand products were 15% more expensive, but by lowering the price and undergoing rebranding they attracted new customers, who were both cost conscious, and environmentally conscious. From this change, they saw a big increase in their farm brand products (Hobbs, 2016).
As with nearly every company, the 2010s saw huge shifts of consumers towards digital platforms, and companies had to make  the most of this and adapt. Before this, Tesco spent large amounts of its marketing budget on TV adverts, press, radio and other more traditional formats, but it was identified that they needed to change. The amount of money spend by Tesco on traditional marketing dropped from around £110 million in 2013 to just £80 million in 2015. This shift was accompanied by the fact that more than 30% of the budget was being spent on digital marketing. This was an important shift, especially with younger generations spending more and more time on the internet and social media, rather than watching traditional TV or listening to the radio . (Foley, 2017)
Another small but important change was the rebranding physical packaging that Tesco deployed. Tesco analysed across the shop floor, which products has been plummeting the most in sales and then devised plans to overhaul their design and packaging to entice customers again (Tesco.com, 2018). Detailed analysis of customer preferences result in Tesco rebranding many products to look more organic and home grown. This was alongside many environmental concerns from consumers about where their products came from. 
As mentioned before, Tesco suddenly had to begin competing with smaller chains that were already innovative and cheap, attracting customers from the traditional British supermarkets. Tesco had to be extra careful about its activities and CRM due to companies like Aldi and Lidl. Interestingly, by 2016 the Tesco market share was stabilised, but Tesco still remains vigilant from the threat of budget supermarkets stealing its customer base. Tesco responded with lowering prices, using Clubcards for lower prices and other strategies. The threat of budget supermarkets still exists today even for other big supermarkets aside from Tesco such as Sainsburys and Morrisons, who along with Tesco, have recently dropped prices again due to competition (Smart Insights, 2017), (Heeds and Gold, 2021). 
Another concept becoming important from all sectors from medicine to marketing, is personalisation. Targeting customers as individuals rather than a group is much more likely to influence them and make them feel special. In addition to this, customers are therefore likely to take up offers and hence increase profits (Piesync.com, 2021). The introduction of personalised marketing meant that Tesco, as mentioned before, began paying more attention to consumer habits and tracking them. This allowed them to start sending out personalised communications with specific discounts that appeals to each customer. Tesco has also been known to send emails before birthdays to customers (where the information is provided), this makes the customer feel special and they would likely buy products. 
These changes of Tesco can be summarised using the 7 P’s Marketing Mix as follows: 
1. Products: Tesco has brought huge changes to its marketing lines over the years to attract customers. It has a range of brands to suit many price points such as Everyday value, Tesco Value for cheap items and Tesco’s Finest for items at a higher price point. Tesco has also branched out to Tesco Mobile, Banking and even its own clothing line called F&F. 
2. Pricing: As mentioned before, Tesco has overhauled many of its pricing strategies to better reflect customer needs. Tesco’s own motto is ‘Every little helps’ showing customers that they pay attention to cheap prices that help customers. Tesco continuously reviews competition, especially competition from budget groceries to set its price points to best retain customers. Tesco has also been known to continuously review deals with suppliers too, to make all product routes as efficient as possible. 
3. Place: Tesco is quite unique because of the distribution of its physical stores around the UK. Unlike other retailers like Asda, Tesco deploys a whole host of store types depending on the area each store is in. Inner city areas have smaller Tesco stores with a more limited range of products (often excluding home, garden etc products) and these are branded as Tesco Express stores. On the other hand, larger stores, branded Tesco Extra, consist of the largest floor space, with cafes, in store bakeries, home and garden sections, entertainment areas, and in store florists. This has allowed Tesco to branch out into many areas in the UK (something that some people actually consider an issue due to competition with independent retailers). Tesco also has an enormous online presence, with a sophisticated online shopping platform and delivery service.  
4. Promotional/Advertisement Activities: Tesco is a very well known brand in the UK, and it has used this to its advantage. It redeployed its Christmas adverts in the 2010s to include humour to appeal to a wide range of customers. It also has begun to include personalised offers and coupons for customers through a range of media, such as mail and email. The Tesco Clubcard has also been a very good source for promotional activities for Tesco, for example after scanning products at Tesco Metro stores (and larger but not Express stores), customers are able to scan their Clubcard to receive special Clubcard prices. These promotions have helped to attract customers and increase profits. 
5. Process: Tesco has worked hard to ensure that their stores have streamlined and efficient services for customers. Tesco was one of the first retailers in the UK to introduce self service checkouts to improve store flow and efficiency. They have continuously updated these systems and now even include individual CCTVs on each checkout for safety. They have also made use of their online platform, which is a simple and intuitive website that allows customers to shop around for the best deals. 
6. People: Tesco makes use of being one of the largest retailers in the UK by employing a very large workforce. This ensures that at every stage, customers can contact staff to deal with their problems. Tesco has recently also been employing more and more people in light of the COVID-19 pandemic. 
7. Physical Evidence: Tesco is undoubtedly one of the most recognisable brands in the UK. It has accomplished this by using a simple, well known logo that is easy on the eye. Tesco logos easily stand out on equipment like uniforms and make it simple for customers to identify help. Their stores also have a simple layout- that almost all stores follow somewhat similarly. 

[bookmark: _Toc81511773]Tesco during the COVID-19 Pandemic
As mentioned before, Tesco suffered a number of problems during the early 2010s, however through numbers of strategies they were able to recover and maintain their position in the UK supermarket landscape. Even through the year of 2020, they survived through the pandemic and were able to operate successfully, unlike many UK businesses that collapsed. But that is not to say that they didn’t have their share of problem. Below is a SWOT analysis of Tesco, in the context of the pandemic up until right now and how each factor may impact its relationship with customers.
1. Strengths
Tesco has a number of strengths that has allows it to maintain moderate success throughout the years 2020 to 2021. Like mentioned previously, Tesco saw annual loss of almost £7 billion in 2015, however in their annual report figures for 2020, Tesco stated a profit of almost £2 billion (2021 annual report that contained figures of 2020/2021 years, ending February 2021), a very different picture from just a couple of years ago. This has partly been attributed to the leadership with Dave Lewis being in charge of the corporation and then shifting to Ken Murphy (Tesco PLC, 2021).  Tesco also still remains a dominant player in the UK market for grocery, holding 27% of UK grocery market share. This is a sign of success because even Tesco’s closest competitor- Sainsburys, holds only 15% of market share. In addition to this, despite the disruption worldwide due to COVID-19 pandemic, Tesco was able to still grow 10.5% in the second quarter of 2020 (Statista, 2021). A strength of Tesco also includes the fact that it was able to adapt under such difficult pressures of the pandemic. During the pandemic, the UK government enforced nationwide lockdown and also instructed hundreds of thousands of elderly and vulnerable people to be shielding to avoid illness. This meant that unprecedent numbers of people started to book online delivery slots. Therefore, Tesco had to increase the number of slots it had through rearranging distribution, its drivers and its store functions. These strengths show that Tesco is able to maintain good a customer relationship despite difficult circumstances. 
2. Weaknesses 
Tesco has still been exposed to weaknesses in its business and many of these has been evident due to the pandemic. For example, while a change in leadership can be seen as a good thing, it is also a very unstable time for the company and having the leaders of Tesco change during the pandemic was a risky thing to happen.  The standards of food/products and services has also been something of a weakness lately. In Birmingham in 2021, Tesco was fined almost £8 million for selling out of date food to customers. The overlooking by staff of this issue might represent serious issues in their control of the quality of  service (Guardian, 2021). Tesco also recently faced an issue where a customer was found to have injected blood products into several of its products in stores, leading to store closure and police investigations. Through the pandemic, it was also displayed that how fragile the supply chain of Tesco (and other supermarkets) could be due to customer demand.  During the height of the pandemic, Tesco had to resort to rationing certain products in its stores due to shortages, these products included rice, pasta, toilet tissue and hand sanitiser (Sillars, 2020). 
3. Opportunities 
While Tesco displayed various strengths and weakness during the pandemic, it was also evident that Tesco had various areas where it could improve and many areas that presented opportunities. For example, the pandemic gave them the first taste of the rapid growth of online groceries. 2020 saw for the first time a giant push to online sales of groceries, and it was clear that initially Tesco was not ready and had to work hard to adapt. If Tesco is able to continuously enlarge its capacity to maintain online groceries, their customer base will increase in size.  The COVID-19 pandemic has also led to a large number of people losing their jobs across the UK from all professional sectors (King, 2021). Many sectors could afford to make large sections of their workforce redundant however this presented, and still presents an opportunity to Tesco to hire more staff for stores, distribution and in production lines. This is because supermarkets are one of the only sectors in the UK that needed to operate at above maximum capacity during the pandemic. There is also a new and interesting opportunity for Tesco, the ‘plant based revolution’. There is a shift in culture especially amongst younger people who are prioritising meat free/vegan and vegetarian lifestyles. This is due to numbers of reasons but specially to do with the environment and sustainability. Tesco has a big opportunity to attract a younger and permanent customer base if they begin to promote and prioritise vegan/meat free alternatives alongside meat products (inews.co.uk, 2021). 

4. Threats 
With opportunities comes threats, and recent years have indicated that a number of threats may be present for Tesco. One of the biggest threats that come to most people’s minds includes Brexit, the UK’s departure from the European Union (EU). The UK’s stance post Brexit puts many factors of business at risk, especially for businesses like Tesco who deal with international trading, supply chains and have stores in other countries. Instability due to new rules could leave Tesco with service that customers feels is below the industry standard (BBC News, 2021). In addition to this, additional instability could be brought on by the status of the UK’s economy. Ken Murphy has stated that the economy of the UK will see tough times in the future with possibilities of recession. This would impact customers ability to spend money, putting Tesco’s profits at risk (Partington, 2020). Again, the shift to online shopping also presents a threat to Tesco because of their slow uptake and shift of culture. COVID-19 related expenses for Tesco exceed £500 million and other retailers like Ocado were much more prepared to handle the shift in customer behaviour (Armstrong, 2021). Finally, the threat of other retailers, especially those other retailers part of the ‘Big Four’ (Asda, Sainsburys and Morrisons) always poses a risk to Tesco. These retailers are continuously looking to overtake Tesco as the leader in the UK grocery market, therefore Tesco must be vigilant and responsive to customer demands. 
[bookmark: _Toc81511774]Conclusion
In conclusion, this report has shown the various ways that Tesco has been able to remain a leader in the UK supermarket sector through its interactions with customers and CRM. Tesco has shown that its innovative methods to engage and retain customers do pay off. However, it is not to say that Tesco does not face issues. The COVID-19 pandemic and issues even before this posed as threats to Tesco, and Tesco has had to adapt and change its ways in light of these. The market is still in a precarious position for Tesco, and they must ensure that they continue to adapt and change to customers’ needs, in order to retain their customer population and essentially profit. 
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