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From its humble beginnings as a market stall in 1919, Tesco has grown into a major force in the retail industry, emphasising customer satisfaction, relationship marketing, and the strategic use of data. Revenue is increased and stock planning is optimised with data insights, including those from Station 10. Human rights, addressing labour violations in international supply chains, and sustainability in line with the Triple Bottom Line (TBL) are the main ethical concerns. Tesco is guided by the TBL to draw in top talent and investors while cutting expenses, conserving resources, and enhancing corporate social responsibility. Tesco's sustainability strategy is shaped by the SMART approach, which guarantees goals that are clear, quantifiable, doable, realistic, and timely. Tesco is positioned as a tenacious industry leader dedicated to ethical practices, data-driven strategies, dynamic evolution, and customer-centric focus.


















Table of Contents
Executive Summary	1
1.0 Introduction	3
2.0 Findings	4
2.1 Tesco's Evolution	4
2.2 Data collection and evaluation	5
2.3 Segmentation, Pricing Strategies and Differentiation	6
2.4 Ethics and Sustainability	7
2.5 Triple Bottom Line	9
2.6 Triple Bottom Line in Tesco CSR	9
3.0 Conclusion	11
4.0 Appendices	12
5.0 Reference List	13





















[bookmark: _Toc151115437]1.0 Introduction

This is a commissioned report, conducted by Valentina Mascov under the directive of the Programme Manager, and is a comprehensive exploration of Tesco's Customer Relationship Management (CRM) strategies. Initiated on September 25th, the report is set to be completed by November 17th, 2023, unfolding against the backdrop of an intensely competitive retail landscape where CRM emerges as an indispensable element of prosperous business operations.

This study penetrates the layers of Tesco's intricate approaches dedicated to nurturing enduring customer relationships, subjecting them to a critical evaluation of the employed methodologies. In essence, the report discerns the paramount role of customer relationships in Tesco's triumph, elucidating their profound impact on consumer loyalty, purchasing behaviour, and brand recognition. (2022) Tesco's unwavering commitment to customer relationships finds tangible expression through initiatives such as the widely embraced Clubcard loyalty program. This program stands as a testament to Tesco's proactive engagement with its customer base, offering personalized discounts, promotions, and rewards meticulously tailored to individual shopping preferences. The Clubcard, characterized by a data-driven approach, enables Tesco to finely calibrate its offerings, thereby augmenting customer satisfaction and fostering enduring loyalty.
Furthermore, Tesco's strategic investments in customer service initiatives, encompassing the innovative Clubcard, user-friendly smartphone apps, and seamlessly integrated online shopping platforms, serve to fortify the customer's relationship with the brand. The Clubcard has emerged as a linchpin in Tesco's customer-centric strategy, providing not only convenience but also personalised shopping experiences. (Dziura & Masternak, 2023) These endeavours underscore Tesco's dedication to adapting to evolving consumer needs, ensuring that the customer experience remains at the forefront of its operational philosophy. Tesco's CRM strategies, meticulously analysed in this report, stand as a testament to the company's proactive and data-driven approach to customer engagement, a vital component in sustaining its competitiveness in the dynamic retail landscape which was also introduced in the company’s call centre. (McElhatton, 2009)
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Founded in 1919 by Jack Cohen, Tesco began as a market stall selling surplus groceries, with its first own-brand product being Tesco Tea. In 1929, the inaugural Tesco store opened in Burnt Oak, Edgware, marking the company's transition to brick-and-mortar retail. Jack Cohen's innovative spirit led to the establishment of a modern food warehouse at Angel Road in 1937, pioneering advanced stock control techniques that benefited customers.

During the 1930s, Tesco expanded across London and neighbouring counties, surviving the challenges of World War II, and introducing self-service to Britain in 1946. The company entered the stock exchange in 1947 and embraced self-service stores in 1948, initiating a rapid expansion with the acquisition of 19 Burnards stores and the introduction of the first supermarket in Maldon, Essex, in 1958.
Tesco's growth continued with the introduction of Green Shield stamps in 1963, the arrival of the "Superstore" concept in 1968, and the expansion into fuel in 1973. In 1992, Tesco launched the first Tesco Metro, a smaller format store, and introduced Tesco Value in 1993, providing customers with affordable choices.
As Tesco expanded globally into Central Europe in 1995 and ventured into online retail with Tesco.com in 2000, its market presence and customer base grew substantially. The introduction of Florence & Fred clothing in 2001 showcased Tesco's diversification. (2023) In 2015 and 2016, Tesco faced declining sales before stabilizing in April 2019. The pandemic caused a surge in sales in 2020, peaking in July. Sales dropped in late 2021 but consistently increased by around nine per cent since May 2023. Tesco, a UK market leader, faces challenges from Aldi. In 2022/23, Tesco's UK and Ireland revenue was £60.25 billion, 14 times that of Central Europe. (Bedford, 2023) The importance of relationship marketing is highlighted by Tesco's mission to be the champion for its customers by offering a better quality of life and an easier way of living. 
This plan of action is in perfect harmony with Tesco's dedication to comprehending and meeting the needs of its customers. Relationship marketing places special emphasis on tailored communications, loyalty schemes, and in-depth knowledge of client preferences. This strategy is essential to Tesco's ability to provide excellent products at excellent prices and guarantee a simple and pleasurable shopping experience. Tesco's continuous success can be attributed to Relationship Marketing, which cultivates enduring relationships and customer loyalty in addition to attracting new business. Relationship marketing plays a crucial role in helping Tesco translate its customer-centric culture into practical tactics that improve the general satisfaction and well-being of its customer base. (2023) According to a survey of 10,000 UK consumers, Tesco is the most improved UK supermarket for customer satisfaction, with a 1.2-point rise to 80.1 out of 100 in the UK Customer Satisfaction Index. M&S topped the list with a score of 85. Tesco's CEO, Jo Causon, noted the impact of the 2014 accounting scandal on customer trust but highlighted a renewed focus on service excellence, resulting in improved scores and dividends. In 2015-16, Tesco's operating profits returned to £1.05bn, signalling "significant progress," according to CEO Dave Lewis. (Quinn, 2017)
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Tesco improved stock planning and purchasing by utilising Station10 data insights, which led to more revenue opportunities. The partnership sought to comprehend how weather affects consumers' decisions to shop online. The findings showed that conversion rates stayed unchanged on rainy days, despite an 8.3% increase in website visits and an 8.0% increase in demand. On rainy days, however, the Average Order Value (AOV) rose by 2.1%, suggesting that customers tend to purchase more costly indoor items. Tesco was able to strategically plan stock thanks to this analysis, which included climate-based tipping points for different product categories and increased revenue. According to Tesco's Head of Marketplace Trading, General Merchandise & Clothing, "this programme completely changed our approach to product and marketing planning... helped increase sales by around 40% through a data-driven approach." The programme was praised. (2021)

First introduced by Berry in 1983, the idea of relationship marketing gained traction as companies shifted from transactional to customer-centric strategies. Relationship marketing has become essential to Tesco, a major grocery chain, in order to maintain competitive advantages and guarantee long-term growth. Tesco first turned its attention from consumer goods in the 1950s to industrial marketing in the 1960s and then, in the 1980s, to the service industry. Tesco has deliberately placed a strong emphasis on relationship marketing to create enduring relationships with customers since the 1990s. Tesco's emphasis on customer satisfaction, provision of high-quality services, and use of segmentation techniques demonstrate their commitment to improving customer relationships. Customer satisfaction promotes loyalty and positive word-of-mouth, which are key factors in business success. As the foundation of Tesco's Relationship Marketing strategy, high-quality customer service complies with the SERVQUAL model's requirements for tangibility, assurance, responsiveness, and empathy. Tesco believes that gaining a competitive edge in the ever-changing retail industry, fostering strong relationships, and encouraging loyalty all depend on its ability to comprehend customer needs and deliver exceptional service. (Mollah, 2014)
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While segmentation has its benefits, it is essential to recognise everyone. Identifying profitable and devoted customers incorrectly can result in lost effort. Using customised tactics and classifying customers according to their profitability and loyalty are essential components of effective relationship management. For profitable and devoted ones, steer clear of overkill and concentrate on strengthening loyalty. Like "butterflies," profitable but disloyal customers necessitate optimising short-term gains. Profitable but fleeting clients should be savoured for a short while, while unprofitable but devoted "barnacles" require a thorough analysis of their potential profitability. Knowing the unique characteristics of each customer is essential for focused relationship strategies. (Reinartz & Kumar, 2002) The needs of the customers and the company's offerings align well with the high-profit, short-term customer segment. There's a lot of profit potential in this group. On the other hand, these individuals prefer to look for the greatest offers rather than establishing a long-term partnership with a business. The company's offerings and customers' needs do not align well in the low-profit, transient customer segment. The potential for profit for this group is low.
The company's offerings and customers' needs align well, resulting in high profitability and loyal customers. These clients are devoted to a business and are typically happy with the current arrangements. The profit potential for this group is high. Long-term, low-profit customers have limited needs that are not well-fitted by the company's offerings. They do, however, have company loyalty. The potential for profit for this group is low. A small wallet or a small portion of the wallet may be the cause of this. (Fatricia, 2017)
Tesco, a dominant force in the UK's food sector, erects barriers to new competition by offering substantial bulk discounts. Existing competitors like Sainsbury and Morrisons pose a significant threat, as customers can easily switch. Tesco acknowledges buyer power and employs a balanced pricing approach. Utilising demographic, geographic, psychographic, and behavioural segmentation, Tesco focuses on adding value and quality services to maintain a competitive edge. (Downie, 2023)

Tesco, a major participant in the grocery market in the UK, must contend with a dynamic competitive environment as determined by Porter's Five Forces. Because of the dispersion of customers and the limited benefits of switching, buyers have little bargaining power. Due to Tesco's size and wide network of suppliers, suppliers have little negotiating power. Tesco's established presence and capital requirements make new entrants a low threat. Because of Tesco's wide range of products, there is little risk of substitutes. Tesco is forced to innovate due to fierce competition, which affects profit margins and led to the failure of the initiative. (Rahman, 2023)
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Tesco is committed to promoting human rights across its operations and supply chain. The company emphasizes the importance of good jobs, upholding clear standards, and respecting human rights in areas such as working conditions, child labour, and discrimination. Acknowledging the systemic nature of labour rights violations in global supply chains, Tesco collaborates with stakeholders like suppliers, retailers, trade unions, NGOs, and governments to address root causes. The human rights strategy, integrated into Tesco's broader sustainability commitment, covers risk assessment, prioritization, leverage identification, risk mitigation, remediation, and ongoing monitoring. Four priority thematic areas guide Tesco's efforts: Modern Slavery, Workers' Representation, Gender, and Sustainable Livelihoods. Training for buying and technical managers, along with responsible sourcing plans and KPIs, ensures alignment with human rights goals. Tesco aims to integrate responsible business practices into its cost structure rather than treating them as separate premiums. The human rights due diligence framework spans direct operations and product supply chains. Tesco focuses on high-risk sectors, including service providers, construction, distribution, logistics, security, and cleaning, while prioritizing key products like bananas, berries, citrus fruits, coffee, cocoa, cotton, palm oil, prawns, rice, sugar, tea, and wild fish. The company engages in collaborative initiatives, conducts ethical audits, and develops transformative efforts to drive industry-wide change, demonstrating its commitment to advancing human rights within the business and the broader community. (2022) Tesco's objective to be the champion for its customers is in line with the theoretical framework's emphasis on the coherence of sustainable business models (SBMs) with a company's mission, governance, and accountability.

Tesco's dedication to providing a higher standard of living and an easier way of life is intrinsically linked to the ideas behind sustainable business models, in which value creation is guided by the mission. Tesco's strategy approach reflects the coherence found in SBMs, which unify mission, governance, and accountability. Furthermore, Tesco's adaptable strategies align with the resilience to change that has been identified as a characteristic of SBMs. After overcoming setbacks like the 2014 accounting scandal, Tesco demonstrates resiliency by putting a renewed emphasis on customer satisfaction and service excellence. The framework's recommendation to re-evaluate value creation models fits in with Tesco's approach to problem-solving and ongoing efforts to enhance customer satisfaction. Tesco's relationship marketing strategy is working, as seen by the UK Customer Satisfaction Index, which shows the company's success in customer satisfaction. Relationship marketing puts a practical spin on the mission-driven strategy of being the customer's champion by highlighting personalised communications and loyalty programmes. Tesco is the most improved UK supermarket according to the survey results, which support the impact of Tesco's renewed focus on service excellence and connect to the theoretical framework's claim about how important it is to re-evaluate value creation models in the twenty-first century. (Baldo & Baldarelli, 2017)
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John Elkington revolutionised business perspectives in 1994 when he introduced the triple bottom line (TBL) framework, which emphasises the interdependence of financial success, social well-being, and environmental health. The three "P's" of TBL—People, Planet, Prosperity—emphasize the necessity for companies to embrace environmental responsibility, think beyond shareholders, and advance economic well-being. Prosperity deals with economic metrics, Planet with ecological impact, and People with Corporate Social Responsibility (CSR). TBL's systemic approach, in line with the Sustainable Development Goals of the UN, represents a paradigm shift in which the holistic contributions a business makes to society and the environment are used to measure its success. (UW Extended Campus, 2023)
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Tesco can benefit greatly from the Triple Bottom Line (TBL) concept, which prioritises People, Profits, and Planet. Tesco can cut expenses, boost water conservation, increase energy efficiency, and simplify waste management procedures by incorporating sustainability into its operations. TBL promotes a focus on corporate social responsibility, which increases employee productivity and increases the retention of top talent. TBL principles are further aligned with the redesign of operations for sustainability and the promotion of reuse and recycling. In addition to lowering material costs, sustainable sourcing draws in investors who care about the environment. Furthermore, Tesco benefits from TBL's increased capacity to draw in and keep the socially conscious millennial workforce. By prioritising environmental, social, and governance (ESG) factors, Tesco can reduce risks and facilitate financing. 

Tesco is positioned as a desirable investment option by the TBL approach because companies with high ESG scores typically outperform the market. Reducing environmental impact and addressing legislative changes also align with societal expectations, lowering the risks to the government. Adopting TBL allows Tesco to reach the expanding consumer base of eco-aware consumers, which could lead to a rise in sales and market share as more people choose sustainable products.
Tesco's sustainability strategy, which makes use of the SMART approach, entails setting clear, identifiable goals for stakeholders, much like Apple does with clear objectives like supply chain and battery reuse. The plan places a strong emphasis on quantifiable standards that are predetermined to evaluate sustainability and triple bottom line objectives. Tesco endeavours to establish ambitious yet attainable sustainability targets, eschewing the impractical targets common to certain Fortune 500 net-zero pledges. The strategy emphasises how crucial it is for Tesco's sustainability goals to be realistic and guarantees a clear timeline for the successful execution of all sustainability and triple bottom line projects. (Pro, 2022)

Based on their yearly revenues, Fortune magazine compiles the Fortune 500, a list of the biggest American companies. It was created in 1955 and includes both public and private businesses. Revenues for the fiscal year are used to determine rankings. The list is a distinguished honour that showcases the financial strength of American companies. (Hayes, 2021)
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Tesco's Customer Relationship Management (CRM) strategies are critical to its success because they use data-driven strategies to interact and reward its 20 million Clubcard holders, which make up a large portion of its customer base. Tesco gains a comprehensive understanding of customer preferences across regions, socioeconomic profiles, and product categories with this enormous behavioural dataset, the largest in the UK. Tesco's CRM efforts are successful because they are extremely focused and quantifiable. Tesco employs CRM using Direct Mailings, Mailing Coupons, and Coupons at till to engage and reward its devoted Clubcard members. Direct mail campaigns include minimum coupon discounts, product sampling, and postcards that are mailed directly to consumers' homes. These campaigns are customised and quantifiable. Personalised and included in Clubcard statements, loyalty mailings, and online accounts, the Reward Mailing Coupons provide additional incentives for shopping, resulting in a broad and lasting effect. Tesco's ability to build a personal relationship with devoted customers through CRM initiatives is one of its main areas of success. Tesco cultivates brand loyalty, improves customer relationships, and increases return on investment (ROI) by strategically targeting and offering incentives to customers. Tesco's comprehension of consumer behaviour is further improved by the partnership with the Media & Insight Platform, which allows for more precise targeting, less wasteful use of media, and closed-loop measurement to maximise marketing expenditures. Tesco's CRM-driven initiatives are largely responsible for its continued success because they give customers relevant and personalised experiences. In a highly competitive retail environment, Tesco not only engages its diverse customer base through data science, personalised coupons, and strategic targeting, but it also produces quantifiable results. Tesco's leadership in the retail sector is maintained by its ability to adjust to shifting consumer preferences through ongoing CRM strategy improvement. (2021)
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Percentage change in sales at Tesco in Great Britain compared to a year earlier from January 2015 to October 2023:
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