


Sustainable Relationship Marketing (SRM) is crucial for businesses to establish long-term customer relationships (Philip Kotler, 2020). Tesco's dedication to sustainability, ethical practices, and customer-focused strategies is a convincing example to study.
Tesco is experiencing growth in market share and maintains profitability, positioning it as a prominent player in the retail industry. The company's mission underscores its dedication to providing quality products at affordable prices while embracing sustainability.
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1.0 [bookmark: _Toc151072816]Introduction

21/09/2023 Maria Heffernan requested this report to explore how data collection, analysis, and evaluation influence Tesco's SRM efforts. The report was finished on 15/11/2023 by Marketing Assistant Marcin Soja. 
Based on various books, journals, and internet sites, Marketing Assistant critically explored how data-driven decision-making is essential for understanding customer preferences, optimising product assortment, and fine-tuning pricing strategies. That enhances the general client experience and contributes to sustainable practices by reducing waste and resource consumption.
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[bookmark: _Toc151072818]2.0.1 Background to Organisation

Tesco, a global retail giant, has come a long way, evolving from it is modest origins as a market stall to its current position as a prominent force in the retail industry (Tescoplc.com, 2023). In 1919, Jack Cohen, a young businessman in London, started selling extra groceries from a market stand. That was the beginning of Tesco. Cohen lived by the straightforward maxim, "Pile it high, sell it cheap." This philosophy of offering affordable products would become a cornerstone of Tesco's success (Tesco, 2023). Over the following years, Tesco grew, introduced self-service, and entered the stock market.
Since the 1990s, the British supermarket chain has expanded globally, establishing operations in 12 other nations worldwide (Forbes, 2023). While the company decided to withdraw from the Japanese market in 2011 (ELT, 2011) and the US market in 2013 (Werdigier, 2013), it has maintained growth in various other regions. In the 1960s, Tesco initiated diversification by venturing into various sectors, including retailing books, clothing, electronics, furniture, toys, petrol, software, financial services, telecommunications, and internet services. Tesco also became known for its commitment to sustainability and corporate responsibility. It launched initiatives to reduce its carbon footprint, eliminate food waste, and promote responsible sourcing of products (Tesco, 2023). These efforts aligned with changing consumer preferences for environmentally conscious companies.

"Serving our customers, communities and planet a little better every day".
https://www.tescoplc.com/about/how-we-do-business/core-purpose-and-values/ (2023).

According to Tesco (2023), company commitment revolves around improving how they serves customers and communities. The above mission statement reflects a comprehensive commitment beyond conventional business paradigms. The emphasis on serving customers places them at the heart of the organisation's mission. This customer-centric approach signals an awareness of the importance of understanding and meeting customer needs, reflecting positively on the potential for customer satisfaction and loyalty. The commitment to daily improvement aligns with the principle of continuous improvement. Acknowledging the role of communities indicates a broader societal awareness. Engaging with local communities enhances the company's image. It contributes to positive customer perception, as customers often favour businesses that actively participate in and contribute to the areas they serve. In an era where sustainability is a crucial concern for consumers, this commitment can enhance the company's reputation, resonating positively with environmentally conscious customers. Trust is foundational to successful customer relationships, and the company's mission statement signals an intent to operate openly and honestly. The focus on serving customers better daily correlates to high customer satisfaction. A commitment to continuous improvement implies responsiveness to customer feedback and a dedication to delivering products and services that exceed customer expectations. By aligning its goals with customer satisfaction, trust, and long-term commitment, the organisation establishes a narrative that positions it as not just a service provider but as a socially and environmentally responsible entity.




"every little helps."
https://www.tesco.com/zones/every-little-helps (2023.

Tesco’s role in the communities they serve is crucial. They play an integral part in these societies by generating employment opportunities, supporting local suppliers and producers, or contributing to local causes through our community programs (Tesco.com, 2023).

Organisations are committed to minimising environmental impact and promoting a healthy lifestyle. This commitment is reflected in all areas of operations, including their supply chain. Companies are working actively to reduce their environmental footprint, implement eco-friendly practices, and encourage customers and partners to adopt a sustainable lifestyle (WWF, 2023). Even if their mission statement states about minimising environmental impact, incidents happen like this one when Tesco Stores Ltd is mandated to pay over £8 million in fines and costs after admitting guilt in a pollution incident that transpired in July 2014  (Agency, 2017).  
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Over the years, Tesco has expanded and grown. From the above tables, we can notice that Group sales experienced a 5.3% growth at constant rates, primarily propelled by robust sales across all segments. Despite ongoing cost-of-living challenges and certain adjustments in the post-pandemic period, volumes remained relatively stable, contributing to positive sales performance.
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According to Adrian Payne (2004), gaining a competitive edge in today's business landscape involves more than merely selling products and services. It entails providing top-tier service and establishing enduring, profitable customer relationships built on mutual benefit and trust.

[bookmark: _Hlk150031094]Customer Relationship Management, commonly called CRM, has gained significant prominence in corporate priorities. Firms of all sizes and diverse industries are adopting CRM as a pivotal component of their corporate strategy (ThuyUyen H. Nguyen, 2013). This adoption is primarily driven by two key factors: advancements in technology that empower companies to effectively target specific market segments, including micro-segments and individual customers, and a shift in marketing philosophy that acknowledges the constraints of traditional marketing while emphasising the potential of customer-centric, process-oriented strategies (Management, 2005).

Like many modern retailers, Tesco strongly emphasises data collection, analysis, and evaluation to sustain and improve its customer market relationships. According to Tesco (2023), gathering individuals' personal information is essential for the functioning of the business and ongoing commitment to improving the shopping experience for the people. Let's explore how Tesco collects, analyses, and evaluates data and why these processes are crucial for maintaining and enhancing customer relationships.

"In a bonus program, the bonus is the price for the information that I get. I buy knowledge through it, not loyalty, because loyalty is not purchasable."
                               			 (Jenkinson, 1995)

Specific data Tesco gather falls under the category of "personal" data as it has the potential to identify the customer, and some are under the anonymous category. For instance, personal data may include name, phone number, and email address. Tesco (2023) says that they can track the opening of Tesco's marketing emails. This tracking extends to customer interactions with Tesco advertisements on the internet. Tracking allows the company to assess its effectiveness by comparing customer interactions with their purchase history. 

Tesco's data science assistant, Dunnhumby, assists Tesco in exploring additional revenue sources through the Clubcard program. The Tesco Media and Insight Platform, introduced the previous year, assists 450 brands in enhancing the efficiency of their marketing campaigns (Dunnhumby, 2023). Clubcard is considered the UK's largest source of first-hand behavioural data. Tesco implemented the Clubcard program, which offers cardholders discounts for sharing their details, such as name and address, and the option to answer additional questions. For these details, customers can receive a "better price " for some products. However, how does it look in reality? Are these prices better, or is there a catch somewhere? According to Ellson (2023), Tesco uses questionable strategies in its loyalty program promotions - everyday prices are artificially increased to make promotions appear more attractive than they are. Do supermarkets increase prices for non-members and offer discounts for loyalty scheme members? According to research by Simmonds (2023), some supermarkets might employ “dodgy” methods in their loyalty offers, potentially exaggerating the perceived savings.




Mending a damaged client relationship demands dedication, empathy, and a sincere intention to address the problem. Turki (2023) says that through self-reflection, accountability, promoting transparent communication, fulfilling commitments, offering personalised solutions, and maintaining steady assistance, the company can rebuild the client's confidence and establish the groundwork for a more robust and enduring collaboration. It is important to have thoughtful and forward-thinking leadership to guide efforts towards success.
[bookmark: _Hlk150029508]


[bookmark: _Toc151072820]2.3 Segmentation, Pricing Strategies and Differentiation

[bookmark: _Toc151072821]2.3.1 Segmentation

According to Dolnicar (2018), the primary aim of marketing is to align customers' authentic wants and needs with the products or services offered by suppliers specifically tailored to fulfil those requirements. This alignment process serves consumers' and suppliers' advantage and is pivotal in shaping an organisation's marketing planning process. (Appendices 1)

Companies like Tesco collect lots of customer personal data. This database of customers can be used as a tool to recognise varied needs and preferences; Tesco can categorise customers into distinct segments like age and average income if the customers have different Tesco products like bank products or mobile phones. This segmentation enables the customisation of marketing messages to cater specifically to the requirements of each group. Crafting targeted messages ensures that Tesco can effectively address the unique interests of different segments, ultimately leading to more resonant and impactful communication.
[bookmark: _Hlk150547105] Tesco uses a Loyalty Ladder as a marketing concept representing the various stages of customer loyalty and engagement with a brand. It typically ranges from low engagement levels at the bottom to high levels at the top (Hubspot, 2023). Throughout this ladder, Tesco employs various strategies, such as personalised marketing, loyalty programs, exceptional customer service, and community engagement, to move customers up the loyalty hierarchy and create a lasting connection with the brand. The goal is to turn occasional shoppers into devoted advocates who continue to shop and actively promote Tesco to others.
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https://www.customerthermometer.com/customer-satisfaction/customer-loyalty/
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There are two main market positioning categories: cost leadership and differentiation. Cost leadership and differentiation strategies can apply to businesses across various industries. Any business can adopt a market position based on either cost leadership or differentiation.

Tesco (2023) says that it consistently collaborates with its suppliers to enhance and streamline the supply chain for cost reduction. The company is committed to offering consistently low prices, and in response to customer feedback, Tesco has further reduced promotional expenses to enhance affordability. Tesco's distinctive initiative, the Brand Guarantee program, ensures that customers receive the lowest price for any branded product available elsewhere.
Tesco's marketing strategy involves an analysis of the brand within the marketing mix framework, encompassing the 4Ps: Product, Price, Place, and Promotion. These strategic approaches, derived from Tesco's marketing mix, contribute to the brand's success in the market. Exploring the Tesco Marketing Strategy & Mix allows one to understand its product offerings, pricing strategies, advertising tactics, and distribution methods.


The Differentiation strategy involves highlighting the distinctiveness of products compared to competitors. While some customers prioritise affordability, others prioritise quality, irrespective of the price. This strategy focuses on offering superior features and qualities in the product. It proves particularly effective when a product possesses unique attributes not found in competing products.

A business employing a differentiation strategy seeks to establish itself as a provider of distinctive products that consumers are willing to pay a premium for, as these products or features are unmatched elsewhere in the market. The unique qualities of differentiated products create higher consumer expectations, leading customers to be willing to invest more in these exclusive offerings.

According to the generic model proposed by Porter (1985), a company's success hinges on pursuing a specific strategy and avoiding being 'stuck in the middle.' There are two primary avenues for competitive advantage: differentiation and low prices. However, Tesco only partially aligns with one category as it concurrently pursues differentiation and low-cost strategies. Unlike being a discount retailer or the most economical option among significant supermarkets, Tesco provides a range of offerings, including essential food items and premium products like Tesco Finest. Tesco utilises low costs to establish a distinctive position. Additionally, the company differentiates itself through community-building initiatives. Tesco's diverse customer base caters to individuals with varying budgets by offering affordable and premium groceries.
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Ansoff (1957) outlines four primary business growth strategies: market penetration, market development, product development, and diversification. These strategies are not mutually exclusive; larger companies may combine them (Capron, 2010).

Tesco continually expands its product range, employing diversification strategies and integrating innovative distribution channels to enhance its portfolio. The company's relentless focus on delivering customer value has elevated its brand recognition. However, there is a potential risk to some of its corporate values if the pursuit of growth compromises quality. The goal of being the most affordable retailer in the market, coupled with the expense of a loyalty program, requires careful balance to prevent a misrepresentation in the market. Nevertheless, it is crucial to maintain the excellent marketing mix developed over the years through a customer-centric approach embedded in the company's structure and philosophy. 

[bookmark: _Toc151072823][bookmark: _Hlk150547675]2.4 Ethics and Sustainability

[bookmark: _Toc151072824]2.4.1 Sustainability


According to Miller (2020), implementing a sustainable business strategy aims to positively influence the environment, society, or both while generating shareholder benefits. Business leaders' recognition is growing that sustainable strategies not only address significant global challenges but also contribute significantly to the success of their companies.

Elkington (1994) said that succeeding in the 21st century requires organisations to prioritise financial success and the economic well-being of their communities. Additionally, it should address environmental concerns affecting stakeholders' environment, uphold principles of social justice, and support initiatives related to equality and diversity.

Tesco has set ambitious targets to reduce its carbon emissions, waste and plastic usage and promote sustainable sourcing of products. The company has been investing in energy-efficient technologies and renewable energy sources. It aims to become a zero-carbon business by 2050 (Tesco, 2023) - from 2015, the company has reduced by 55% CO2 emission (Tescopic, 2023).
To minimise waste and increase recycling, Tesco has been working to reduce food waste in its operations and supply chain. The company has also set targets to ensure that no food safe for human consumption goes to waste in its UK operations. Tesco has implemented guidelines and standards for its suppliers to ensure that the products on its shelves meet specific environmental and social criteria, especially regarding responsibly sourced seafood, palm oil, and paper. Additionally, Tesco has been involved in various community and social responsibility initiatives, supporting local communities, charities, and educational programs (Tesco, 2023). Lastly, Tesco has been promoting eco-friendly products and packaging materials, exploring alternatives to traditional packaging, and reducing the overall environmental impact of its packaging.

[bookmark: _Hlk151072835]Adopting the Triple Bottom Line approach offers Tesco a strategic framework to meet evolving consumer expectations and drive positive environmental and social impact. By integrating TBL principles into its business model, Tesco can position itself as a leader in sustainability, achieving a balance between profitability, social responsibility, and environmental stewardship.

[image: A diagram of a diagram of a company

Description automatically generated]
https://www.researchgate.net/figure/The-Triple-Bottom-Line_fig1_259053875 

[bookmark: _Toc151072825]2.4.2 Ethics
[bookmark: _Hlk150638559]
Like many large retailers, Tesco emphasises ethical sourcing and supply chain management. It includes ensuring fair labour practices, responsible materials sourcing, and compliance with environmental standards (Tesco PLC, 2023). Tesco has committed to environmental sustainability, including reducing carbon emissions, minimising waste, and promoting sustainable sourcing of products. These initiatives reflect a growing emphasis on corporate responsibility towards ecological stewardship. Ethical considerations extend to employee welfare, covering fair wages, working conditions, and opportunities for professional development (Tesco 2022). Tesco has policies and practices to ensure a positive and inclusive work environment. Ensuring transparency in financial reporting, ethical decision-making processes, and shareholder accountability is essential. Companies often engage in ethical practices by actively participating in community development initiatives. One possible way to help communities is by assisting local charities, advocating for education, and participating in social welfare initiatives. It is essential to contribute to the betterment of society in any way possible. With the increasing importance of data in retail, companies must consider the ethical implications of collecting, storing, and using customer data while adhering to privacy laws and protecting customer information. 
Although the ethics statement mentioned above may seem promising, it is unfortunate that the company is currently facing allegations of possible modern slavery and worker mistreatment at one of its factories in Thailand. These allegations surfaced following a lawsuit and investigation conducted by a well-known British newspaper, Field, in 2023.
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The company's commitment to sustainability and corporate responsibility is evident through its initiatives that aim to reduce carbon emissions, eliminate food waste, and promote responsible sourcing of its products. Tesco's mission statement, "Serving our customers, communities, and planet a little better every day," emphasises a customer-centric approach, continuous improvement, and engagement with local communities. This mission aligns with the changing preferences of consumers for socially responsible and environmentally conscious companies. However, the critical analysis reveals some challenges and ethical concerns. There have been allegations of potential worker mistreatment and modern slavery in a factory in Thailand, which bring to light potential shortcomings in Tesco's supply chain monitoring and giving customers false tax statements - this led to broken trust between customers, shareholders, and the company. Tesco's customer relationship management (CRM) strategy relies heavily on data collection and evaluation, which is significant. While the company emphasises the importance of data in personalising the shopping experience, concerns about loyalty program promotions and possible artificial price increases highlight the need for transparent and ethical practices. Tesco's marketing approach relies heavily on segmentation, pricing strategies, and differentiation. The Loyalty Ladder concept illustrates the company's efforts to move customers up the loyalty hierarchy through various strategies, fostering lasting connections with the brand. In terms of sustainability, Tesco has committed to becoming a zero-carbon business by 2050 and has made efforts to reduce waste, demonstrating a proactive stance. However, allegations of modern slavery in the supply chain underscore the challenges in fully realising ethical and sustainable practices.
In summary, Tesco's journey is one of resilience and adaptability, marked by commendable initiatives in sustainability and customer-centricity. However, the critical analysis highlights areas for improvement, particularly in supply chain monitoring, ethical sourcing, and transparency. To navigate these challenges, Tesco must uphold its commitment to continuous improvement, ethical business practices, and environmental stewardship, ensuring its actions align with its values.
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