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1. [bookmark: _Hlk170411364][bookmark: _Hlk184403817][bookmark: _Toc184410697]Introduction
The Marketing Executive Officer of ‘Marketing Focus’, the online journal created by Tesco requested this report on the 30th of September 2024. Aniko Batki, fellow worker of Tesco Marketing Team, has carried out comprehensive research on the influence of ‘Sustainable Relationship Marketing Policies and Practices’ and the effect on ‘Organisation Performance’. 
The report will provide a short overview on Tesco’s historical progression as a company, its position in the current market share and the mission statement of the business. The study will also reveal and critically investigate how Tesco’s data collection, analysis and evaluation can influence ‘Marketing Relationship’. Examples of marketing relationship techniques will be presented too based on areas such as Segmentation, Pricing Strategies, Differentiation, Ethical and Sustainability policies and routines to support building a strong Customer Centrality. Finally, the report will summarise the information found on Tesco’s efficiency and deficiency in ‘Sustainable Marketing Relationship’.
Information used for the report was collected from academic books and journal articles, websites and notes of university lectures on sustainable marketing relationships.
2. [bookmark: _Toc184410698]Tesco’s Profile
2.1. [bookmark: _Toc184410699]Tesco’s historical development
Tesco’s history began in 1919 when Jack Cohen returned from the first world war and used all his demobilisation money to buy surplus groceries which then he started to sell from an East End London market stall. He made £1 of profit on his first day selling (Tesco BST, 2024).
In 1924, the ‘Tesco’ brand name was created for the first own-branded item, the Tesco Tea. The name stands for the initials of TE Stockwell, the tea supplier for the brand and CO out of Jack’s surname. 1929 is another significant date in Tesco’s history, as the first official Tesco store was opened in north London, (Tesco BST, 2024).
In the 1930s, Jack bought more shops all over London and purchased land to build warehouses and a centre for his growing business. He had new ideas how to store the stockpile, so he was able to provide better prices to his customers. In the late 1940s, Jack pioneered self-service in the country. In the 1950s, the business expanded very fast, more than 500 stores were bought in five years with even opening the first supermarket in Essex, 1958. In the 1960s, Tesco shops began to expand their product range including household goods and clothing and by 1968 introduced the first Superstore in West Sussex (Tesco PLC, 2024a).
Through the ‘70s and ‘80s, the store chain developed various offers to its customers including big price cuts and affordable healthy food products attracting many consumers. In the 1990s a series of new shop formats like ‘Tesco Metro’, ‘Tesco Express’ and ‘Tesco Extra’ and new ideas such as ‘Tesco Value’ or the campaign ‘Every Little Helps’ were introduced to customers which offered a wide range of benefits to them. In 1995, the Tesco Clubcard was launched which strengthened customer loyalty and made a huge profit to the company (Tesco PLC, 2024a).
From the 2000s, the organisation started online selling, launched ‘Florence and Fred’ (F&F) or Tesco Mobile, supported ‘Cancer Research UK’s Race for Life’ for many years. Moreover, the organisation started to focus more and more on its customers by introducing the ‘Everyday Value’, offering free fruits for children, boosting the Clubcard with more offers, running the ‘Tesco Food Collection’, supporting communities with ‘Bags of Help’ and ‘Community Food Collection’ schemes (Tesco PLC, 2024a) building strong customer centrality.
2.2. [bookmark: _Toc184410700]Current market share and Sales
Tesco has been the largest supermarket chain in the UK over the past decade. Ten years ago, Tesco, Sainsbury’s and Asda reigned 62% of the market share in the country. Today, Tesco (27.6%) and Sainsbury’s (15.3%) are still leading the grocery market however, both retailers have lost ~1% of the market share (Appendix 1) caused by the rapid uprise of Aldi (10%) and Lidl (8.1%) as they offer very low prices (Carrick, 2024).
Tesco’s income (excluding VAT and including fuel) for the year 2023/2024 up to February 2024 was £68,187 million which is a 4.4% growth compared to their previous year. Their statutory profit (after tax) was £1,764 million which gave the company a 168% profit compared to the year before (Tesco PLC, 2024b).
[bookmark: _Hlk183711760]The annual average sales grew by 8.2% in large Tesco stores and by 4.5% in smaller Tesco shops. Food sales increased by 9.3% in accordance with Tesco’s continuous investment in prices and persistent efforts on excellent quality. On the contrary, Home and Clothing sales decreased by 3.4% due to strategic solutions such as stopping sales of large electronics. Though, Womenswear sales showed a remarkable increase within the Clothing section by 3.7% (Tesco PLC, 2024b).
2.3. [bookmark: _Toc184410701]Tesco’s mission statement
Tesco’s mission statement is “Serving our customers, communities and planet a little better every day”. This means that the organisation always put its customers first and above everything else meanwhile they show their responsibility towards communities and the society (Tesco PLC, 2024b). 
Tesco was founded with a simple goal to provide people an easy access to great products on affordable prices helping them to have a good quality of life and an easy mode of living (Comparably, 2024). 
3. [bookmark: _Toc184410702]Data Collection and Evaluation
3.1. [bookmark: _Toc184410703]Sustainable Customer Relationship Marketing
Marketing is “the process by which companies engage customers, build strong customer relationships and create customer value in order to capture value from customers in return” (Armstrong et al. 2023). Therefore, customer relationship management is highly important for businesses to meet customer’s needs, make them satisfied and return to the store or service.
Customer relationship management is “the core business strategy that aims to create and maintain profitable relationships with customers, by designing and delivering superior value propositions. It is grounded on high-quality customer-related data and enabled by information technology” (Buttle and Maklan, 2019).
Gil-Gomez et al. (2020) interpret customer relationship management as a group of technological solutions to build an effective enterprise, increase customer loyalty and so, create sustainable relationships with customers. Customer satisfaction, trust and loyalty are key factors in building sustainable bonds with customers which is the core of organisational success.
3.2. [bookmark: _Toc184410704]Data Collection and analysis
Collecting and analysing customer data is essential for a business in understanding and meeting customer needs and preferences, their habits and behavioural trends. Based on customer data collection, companies can optimise their supply, develop suitable marketing strategies, deliver personalised experiences or launch relevant marketing campaigns (Form Story, 2024). 
Organisations use customer data analytics for supporting business decisions in connection with marketing, sales or investments. After collecting the data, they need to be sorted, safely stored then, analysed by usually using a business intelligence tool to get a closer insight to the customer (Segment, 2024).
3.3. [bookmark: _Toc184410705]How does Tesco collect and use customer data?
Tesco can collect customer information from in-store/digital feedback or through online and personal purchasing including registration for an online account, Clubcard usage, cookies placed on its website, phone and email communications, social media (Tesco, 2024b) and even by using Tesco parking meters. 
Tesco creates different types of databases via collection of names, address and Clubcard number, shopping information such as banking and paying details, lists of items bought including physical store location or online via technical device data sources (Tesco, 2024b). 
According to Tesco (Tesco, 2024b), the company uses all these personal and marketing information for making sure customers can access its services like ordering, delivery or refund. The organisation also applies customer’s data in developing and improving its product range, everyday operations and communication with consumers. The company wishes to personalise customer’s shopping experiences too based on their needs and habits to build emotional relationship and consumer retention.
However, customers become more concern about invasive collection of their data by businesses and the transparency of the whole process. Sometimes, they are even not aware of their data were being collected (e.g. Bednarz and Manwaring, 2022). Effective data and privacy protection and transparent policies are utmost important in building and keeping consumer trust (e.g. Validity, 2024).
4. [bookmark: _Toc184410706]Segmentation, Pricing Strategies and Differentiation
4.1. [bookmark: _Toc184410707]Segmentation
According to Armstrong et al. (2023) market segmentation divides the market into separate groups of purchasers who have diverse shopping behaviours, characteristics and needs which also desire variant marketing strategies. These smaller segments can be geographic, demographic, psychographic and behavioural.
[bookmark: _Hlk184052810]Tesco uses a wide range of marketing strategies for different segments of buyers including its assortment of goods and services such as improving special own brands like ‘Everyday Value’ for low budgeters, ‘Tesco Finest’ for quality, Tesco Basics or the F&F Clothing brand (Tesco PLC, 2024b) as choice is very important to customers. Extra services are developed too such as free fruit for children, separated pick-up, kids and disabled parking places or various sizes of trolleys supporting families, disabled people or online shoppers and enhancing their shopping experiences as convenience is also extremely significant to customers. 
The Clubcard loyalty program is used as well to strengthen customer relationships through giving consumers rewards like vouchers after spending money and benefits such as Clubcard discount prices on many items. All these marketing efforts are made by Tesco to make its customers return and purchase, make them prioritise Tesco’s services over others and create personal bonds building loyalty ladder. 
On the other hand, Tian (2021) describes Tesco marketing strategy quite negatively e.g. in the Chinese market. Though Tesco offers great prices, the supermarket fails to look after the quality of products or the different customer behaviours and needs in China. Based on the research, Chinese buyers for example prefer a free cup of tea or coffee accompanied by a newspaper as a loyalty reward instead of collecting meaningless Clubcard points. This example shows that Tesco needs to focus better on geographic segmentation and various cultures in different countries while expand the business internationally and not just adapting the good old business strategy.
4.2. [bookmark: _Toc184410708]Pricing Strategies
Bolton and Shankar (2018) define pricing strategies as a critical key factor to chain stores as they must keep their business profitable and meet customer needs at the same time while competing to other retailers.
Tesco applies quite a few pricing strategies to compete other rivals on the market including competitive, promotional, psychological and private label pricing, and price discrimination (Bhasin, 2024). The retail chain competitive pricing strategy includes the ‘Everyday low prices’, ‘Aldi price match’ (Retail Week, 2024) or ‘Clubcard prices’ (Tesco PLC, 2024b). 
Bhasin (2024) refers to Promotional Pricing such as offers, discounts or seasonal sales not only as a profit-making scheme but also as a helpful tool for clearance. Psychological pricing is a widely used business practice, which Tesco applies too, to price a little bit below or above a round number [e.g. Tesco large free-range eggs 6 pack costs £1.95 according to Tesco (2024a) instead of £2.00], so the shoppers think that the product has a greater price than in real. Privet label pricing covers Tesco’s own-brand products which targeting variable segments of buyers. Prices usually are not the same in all Tesco supermarkets (price discrimination) as they do differ e.g. in Tesco Express and Tesco Extra stores. Tesco Express can afford having a bit higher price as this shop format is more accessible in urban areas compared to Tesco Extra stores in retail parks.
4.3. [bookmark: _Toc184410709]Differentiation
Armstrong et al. (2023) define market differentiation as dividing a company’s market offering to generate higher-level customer value. Firms can use undifferentiated (mass) marketing, differentiated (segmented) marketing, concentrated (niche) marketing or micromarketing (local or individual) strategies. Tesco uses differentiated marketing strategy as the company targets many segments and has discrete offers for each.
Porter’s (1980) Generic Strategies, namely the Low-cost strategy, Differentiation strategy and Focus strategy, have been broadly accepted business strategies in marketing. Most companies use these basic methods or the combination of them to catch customers’ attention and meet their needs. Islami et al. (2020) points out that business strategists face challenges in choosing the right strategy to stay profitable and enhance market share as the global market is continuously growing and the organisations expands internationally. 
Tesco applies the combination of Porter’s Generic Strategies to increase not only profitability but also customer satisfaction and loyalty. Applying Cost Leadership Strategy, Tesco offers great prices and stay competitive with discount retailers while keeping up with good quality and services. Tesco provides a wide range of products and services due to its excellent Differentiation Strategy which grants value to customers (Studocu, 2024).
5. [bookmark: _Toc184410710]Ethics and Sustainability
‘Ethical First’ is a mission at Tesco. Tesco is one of the founders of the Ethical Trading Initiative. The company applies the Achilles Ethical Business Program in its employment practices. Tesco policies and procedures are created for protecting customer and employee data. The Code of Business Conduct guides the management and employees to be honest in all circumstances (Tesco PLC, 2024b).
Tesco works on decreasing its carbon footprint. Since 2015, the firm has reduced its direct and indirect greenhouse gas emissions by 61%. The organisation recycles high amount of cardboard and plastic and reduces plastic usage in general. (Tesco PLC, 2024c).
6. [bookmark: _Toc184410711]Conclusion
[bookmark: _Hlk184407448]In summary, Tesco carries out successful customer relationship management through its loyalty program, efficient segmentation and pricing strategies, own-brands improvements, online presence expansion and strong ethical and sustainable schemes.







7. [bookmark: _Toc184410712]Appendix
Appendix 1. Grocery market share between 2014 and 2024 in the UK according to Kantar (2024).

[bookmark: _Toc184410713][image: Aldi and Lidl are gaining market share from traditional supermarkets Source: Kantar]
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