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Executive summary 

Using Tesco as a case study, this report explores the effects of sustainable relationship marketing on customer engagement, loyalty, and organisational success. From a small market stand to a major force in the grocery retail sector, Tesco has become a multinational retail giant. Tesco retain market share and engages customers through efficient data collecting, segmentation, pricing strategies and differentiation. Personalised products and marketing tactics are driven by smart data and the Clubcard reward programme. Improvement is noted for segmentation enhancement using AI (Artificial Intelligence) and sustainability prioritisation. In the highly competitive retail sector, Tesco’s commitment to sustainability and ethical business practices promotes organisational resilience and customer centrality. 




1.Introduction
The aim of this report is to perform an in-depth analysis of the impact of sustainable relationship marketing practices, policies on customers engagement, loyalty, and overall organisational performance.
This report will provide a thorough understanding of how Tesco can improve its competitive and overall performance by implementing sustainable relationship marketing strategies like Communcation, reducing carbon footprint, personalized offers, and community engagement.
Acknowledging the vitality of these connections, companies are concentrating more on developing sustainable relationship marketing strategies and processes.



2. Main findings
For business that want to sustainably thrive in the ever-changing business landscape, building strong relationships with customers has become a key priority (Sudirjo,2023). Sustainable business practices, ethical procurement, and corporate social responsibility are among the goals.
 2.1 Company overview 
When Jack Cohen launched Tesco in 1919, it was just a little market stand in London selling extra groceries. It became a major international retailer over time, it has grown to operate thousands of stores in various formats including supermarkets, hypermarkets, and convenience. The initials “Tesco” were originally used in 1924 when Cohen paired them with, the first two letters of his surname after purchasing a cargo of tea from T.E. Stockwell. Through several expansions and acquisitions, the company’s growth accelerated, strengthening its position in the industry (Tesco PLC,2023). Tesco has faced hurdles as well as growth in terms of market share. With a steady market share of more than 20% as of 2023, Tesco is the largest grocery store in the UK (United Kingdom) and is regarded as one of the “big four” supermarket, with Morrison, Sainsbury's, and Asda (Bedford,2023). It is growing worldwide into Europe and Asia and holds a substantial market share in the UK. However, the corporation saw a drop in the market share at the beginning of the 2010s because of heightened competition and tough economic conditions. As per Davey (2013), the average projected profit for group trading in 2013-14 was 3.39 billion pounds, which was a decrease from the £3.45 billion earned in 2012-13.
Gains and losses have been a significant part of Tesco’s experience. The corporation has seen moments of significant prosperity; thus far in 2023, it has generated £60,246 million, up from £56,404million in 2022. Like any big company, though, it has had challenging times when market conditions and economic downturns have affected its financial results. For instance, Tesco’s revenue fell to £43,080 million in 2015-2016 from £45,062 million, primarily because of the highly competitive supermarket industry and well-known accounting issues (Statista,2023).
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Figure 1: Revenue of Tesco over the years- source: Statista (2023)
 
Tesco offers a wide range of products, from fashion. groceries, and household necessities to gadgets and financial services. Tesco’s mission statement centres on giving its customers exceptional value and service to   win their enduring loyalty. Tesco wants to improve the shopping experience for its customers by making it simpler, easier, and more pleasurable through constant innovation (Tesco PLC,2023).


2.2 Data collection and evaluation 
To improve customer engagement and support its marketing decisions, Tesco uses a variety of techniques to collect and evaluate customer data.
 Primary Data Collection Strategies. This is used to directly collect information from customer by Tesco through the means of surveys, interviews, or observation.
Secondary Data. This is used to utilize sources such as annual reports, market research, and articles that are already available. Tesco’s data collection strategy is based on its well-known loyalty programme, Clubcard. Tesco can monitor the preferences, shopping patterns, and purchase behaviour of its customers by using Clubcard (Zuliani & Bellini,2023). Tesco gathers information during every transaction with this programme, providing insights into customer preferences, purchasing frequency, and interest in particular product categories.
Moreover, Tesco uses its digital platform “Tesco Media and Insight", developed in collaboration with Dunnhumby to gather important data from the digital interactions of its customers (Cuthbertson et al., 2023). A thorough understanding of customer behaviour in the digital realm is facilitated by online account creation. The company also acquires qualitative data collected during online account creation. Tesco analyses online interaction, such as website visits, product views, and purchases, this data helps them optimize their e-commerce platform. The company also acquires qualitive insight by asking customer directly for feedback through survey and other online or in-store feedback methods. Tesco carries out customer satisfaction surveys to gain insight into customers’ experiences (Patel & Swamy,2023), pinpoint areas that required development, and adjust their marketing tactics accordingly. Additionally, Tesco tracks customer behaviour and opinion about their business by keeping an eye on social media accounts such as Twitter (Ibrahim et al.,2017).
Another goldmine of data is Tesco Mobile, company’s mobile network. Consumers who use Tesco Mobile produce data from their mobile activities, such as text messages, call logs, and internet usage. You can utilise this data to learn more about the communication preferences and behaviours of your customers. Tesco Mobile, a joint venture between Tesco and Telefonica UK Limited, is a well-known MVNO (Mobile Virtual Network Operator) in the UK (Caspary & Kuttner, 2018). Tesco Mobile’s customer data can be used to customise marketing campaigns and offers, such as price breaks on mobile plans or associated goods and services.

Importance of Data Collection
Tesco is able to tailor its marketing campaigns due to customer data which helps Tesco understand customer behaviour, preferences, and trends. This information is invaluable for tailoring products, services, and marketing efforts to meet customer needs. Tesco can increase the opportunities for sales and cultivate customer loyalty by customising promotions, discounts, and recommendations to individual customers based on their purchasing behaviours and preferences (Rust et al., 2010). Tesco can provide latest items that can correspond with customer preferences and optimise its inventory by using data analysis to find popular products and categories. Tesco employs data analysis techniques to optimise personnel, product positioning, store layouts, and customer foot traffic and purchasing patterns (ZXhang et al.,2023). Consequently, this improves both operational effectiveness and the general shopping experience (Manez 2006). 16 Oct 2023.
[bookmark: _Int_PRgNdjCc]For retailers, the COVID-19 outbreak presented special difficulties. Tesco implemented safety precautions in stores and used data to adjust to changing consumer behaviour. In response to the growing demand for contactless purchasing, they have broadened the scope of their online delivery services. Tesco hired about 50,000 additional temporary workers during the height of the crisis to supplement the workers it already had on the store floor, in distribution centres, and as delivery drivers (Rigby,2020). Tesco has also set high standards for sustainability and monitors its success with data. By 2050, they want to run an entirely carbon-free company, and data analysis enables them to make wise choices that will lessen their carbon impact.

Data Evaluation Strategies

Tesco processes enormous volumes of customer data using artificial intelligence (AI) algorithms and advanced analytics (Dogru & Keskin,2020). This tool may potentially spot correlations, patterns, and trends, which can give decision-makers vital information. In additional, Tesco divides its customer base into several segments according to a range of factors, including preferences, buying patterns, and demographics. Effectively customising marketing strategies for various customer segment is made possible by this segmentation. More importantly, Tesco uses key performance indicators (KPLs)including customer retention rates, conversion rates, and customer lifetime value to assess the success of its marketing campaigns (Chaffey & Smith,2013). Understanding how marketing strategies affect customer relationships and organisational success is made easier with the help of this evaluation.
Tesco uses a method called market basket analysis to determine which products are often bought together. Using this data help Tesco to optimize store layouts and promotions. Promotions and shelf placement are developed using this information. Tesco might, for instance, arrange these products closer to one another in the store and provide discounts if customers frequently buy chips and soda together. For instance, Tesco implemented Netezza’s industry-leading data warehousing appliance in 2008 to monitor stock waste and facilitate market basket analysis. The goal of switching from Teradata for this project was to reduce all related costs while simultaneously enhancing the technology and performance of Tesco’s data centre (Perry,2008).
In additional, Tesco introduced the Hudl, a branded tablet, in 2013.The purpose of this tablet’s design was to improve the organisation’s capacity for gathering data. It included Tesco apps pre-installed and offered a digital platform for customers to interact with the business (Mohapatra & MV,2021).



2.3 Segmentation, pricing strategy and differentiation 

Any marketing strategy must include segmentation since it enables businesses to target groups with customised solutions. Tesco, as a large retailer with a wide range of products, uses segmentation well to draw customers in with its unmatched low prices. This allows Tesco to tailor their marketing strategies and offerings to better meet the specific preferences and requirement for each segment.
Based on a variety of criteria, including psychographics, shopping patterns, and demographics, Tesco divides its customer base. They serve a variety of age groups, socioeconomic classes, and family sizes, with a marginally greater emphasis on female customers. Tesco’s target demographic is estimated to be 48.25% male and 51.75% female, with most of its internet user being in the 25-34 age range (Similarweb,2023). Additionally, Tesco’s Clubcard programme gathers useful information about customer purchases, which enables them to comprehend customer preferences and adjust promotions appropriately (Beckett,2012). Through personalised customer engagement, Tesco can forge better ties with its customers due to this segmentation strategy.
However, a critical assessment indicates that Tesco might improve its segmentation even more by incorporating innovative technologies like artificial intelligence. Intricate patterns in customer behaviour can be found through AI’s analysis of massive volumes of data, allowing for more accurate segmentation and the development of sustainable partnerships.

Pricing Strategies
Tesco uses a range of pricing techniques to increase its competitive and appeal to various customer categories. Tesco utilizes a skimming tactics whereby they initially establish higher prices for their customers and subsequently reduce them gradually over the time. This methodology allows Tesco to leverage the higher price point, thereby optimizing their profits. The business consistently maintains low prices on necessities by using an everyday low pricing (EDLP) strategy. This aims to provide value to customers without the need for frequent discounts or promotions. Tesco bases its pricing strategy on its “Every Little Helps” marketing slogan (Syed,2020). This creates a perception of value and affordability and draws in price-conscious customers. Furthermore, Tesco utilises discounting, promotional pricing, and loyalty schemes such as Clubcard to encourage recurring purchases and strengthen customer loyalty. In addition to promoting sales, these tactics also collect information for improving segmentation and efficiency focusing marketing efforts (Azan & Karimah.2022).
Tesco also launched a “price-matching guarantee” programme to assure that customers receive the best value. They pledge to match or surpass their rivals’ prices after comparing their own. For instance, the “Price Promise” guarantees to clients that the prices they are paying are reasonable.
After their shopping excursion, shoppers receive a voucher for the difference if Tesco is more expensive than Asda, Sainsbury's, or Morrisons. With this pricing strategy, Tesco maintains price control and fosters customer trust (Butler,2015).
More critically, Tesco uses dynamic pricing to adjust to shifting customer preferences and market situations, particularly in the online retail arena. For instance, they might change product prices in response to availability and demand. During the COVID-19 epidemic, Tesco changed the cost of some popular products, including face masks and hand sanitizers. Additionally, started limiting the sales of necessities like food and home goods because of the coronavirus stockpiling. A few products, such as antibacterial gels, wipes, and sprays, dry pasta, UHT milk, and several canned vegetables, were restricted to a maximum of five purchases per customer (Wilson, 2020). This strategy made it easier to manger prices effectively and effectively meet customer needs.

Differentiation 
Product Assortment: Tesco offers a wide range of products across various categories to meet the diverse requirements and preferences of consumers. They stock their own private-label brands, alongside popular branded products.
Tesco’s competitive and affordable pricing is its primary selling feature. It differs from other supermarket because of this aspect (Azan &Karimah,2022). Their product line, which includes groceries as well as electronics, clothing, financial services, and other items, is one obvious differentiator. This diversification lessens reliance on a particular product category while serving a wider range of customers. Tesco differentiates itself by prioritising innovation and customer service. Self- checkout, Clubcard, and online shopping are notable examples of initiatives that make buying easier and increase customer engagement and loyalty (Hupfeld& speed,2017). 
Tesco has made significant investments in innovation and technology to improve the shopping experience. For example, they invented the idea of “Scan as You Shop,” which makes it easier for shoppers to check out and scan products while they purchase. Tesco sets itself apart with this technology-driven strategy that expedites and streamlines the shopping experience (Rosinizam et al.,2020).
Tesco has successfully set itself apart from the competition with its private-label brands. “Tesco Finest", a private label noted for its high-end products, is among the most well-known. Tesco Finest has garnered multiple accolades for its superior food and beverage offerings, drawing in customers seeking high-end selection at a multinational retail behemoth. 
To become a transparent and sustainable brand, it is imperative that brands maintain a constant state of difference in response to evolving consumer preferences and market trends.
Tesco was penalised £7.5million ($10.4 million) for selling food at three UK locations that were over its expiration date (The Guardian,2021). Tesco has concentrated on setting itself apart as a top employer by implementing long-term welfare and development initiatives. Their “Farm to Fork” programme instructs kids about food and nutrition, and they provide their staff with a variety of training and development opportunities (Oliphant,2015). Tesco has established a unique selling point in the retail sector by making investments in both its workforce and the arears in which it conducts business. This suggests that in today’s environmentally sensitive market, sustainability programmes and ethical sourcing might be potent differentiators.

Porter's generic Strategies use by Tesco.


	Cost Leadership

Tesco aims to be a low-cost provider in retail industry.
	Differentiation

Tesco offers products and services to distinguish itself from other competitors.

	Cost Focus

Tesco focus on a strategy by concentrating on a specific marketing to tailor product to meet customers need.
	Differentiation Focus

Using Clubcard Loyalty program, which provide personal discount to customers.
Store –brand product such as “Tesco Finest.”


(Porter M E,1985).

2.4 Ethics and sustainability

Ethical practices and customer relationships
The Tesco Community Food Connection is a noteworthy effort that promotes ethical business practices by reducing food wastage and aiding local communities. Tesco encourages goodwill and demonstrates a sense of responsibility towards society by redistributing excess food to charitable organisation and community associations through this programme (Caplan,2017). Tesco strengthen its relationship with customers by adopting ethical practices including reducing food waste, in addition to meeting its social commitments. Nowadays, customers are more aware of a business’s ethical position, and Tesco’s commitment to decreasing food waste is in line with the ideals of those who care about the environment (Swaffield et al.,2018).
Moreover, Tesco has also started several sustainability projects to lessen its environmental impact. For example, the company has set high sustainability goals, such as having net-zero carbon emissions for its supply chain and activities by 2035 in line with the Paris Agreement 2015(Tesco PLC,2021). Modern customers are receptive to sustainability activities like cutting carbon emissions, especially those who place a high value on environmental issues. Tesco's efforts to reduce its environmental effect not only draw in new customers who care about the environment, but also keep the ones it already has who value and support sustainable business practices (Bilinska-Reformat et al.,2019). Tesco builds stronger relationships with customers who hold similar values by incorporating sustainability into its organisational strategy. This increases customer engagement and loyalty.

Ethics and Customer Centrality
As an organisational strategy, “customer centrality” places the requirements, preferences, and happiness of customers at the centre of all business process (Pancer & Handelman,2012).
Achieving customer centrality is effortlessly aligned with Tesco’s commitment to ethics and sustainability. Tesco has redesigned packaging to be more environmentally friendly and sustainable to reduce the amount of plastic trash produced (Boz et al.,2020). This entails using more recyclable materials and reducing needless packing.
Also, Tesco places a strong emphasis on offering outstanding value and customer centrality by aligning its mission with the expected and values of its customer base with a focus on sustainability and ethical conduct.
Tesco participates in several community outreach programmes. For example, it offers funds for community projects that promote wellness, health, and the environment through Tesco Bags of Help (Tesco PLC,2016). Tesco has set ambitious targets to cut carbon emissions and run a carbon-free company by 2050 (Tesco PLC,2021). Tesco meet these goals, they make investments in sustainable mobility, energy efficiency, and renewable energy sources. Tesco has joined RE100, pledging to source all its group electricity from renewable sources by 20230(Tesco PLC,2020).

[image: ]

Sustainable Development
The Triple Bottom Line
Environment Dimensions:
Tesco emphasizes environment sustainability by reducing carbon emissions, promoting sustainable sourcing, and minimizing waste reduction, and sustainable sourcing contribute to Tesco’s commitment to the environment (Bilinska-Reformat et al.,2019).


3.Conclusion 
Succinctly, Tesco's journey from a market stall to a major global retailer demonstrates its flexibility and tenacity in the fiercely competitive industry. The company has maintained its market share and engaged a variety of customer segments mostly due to its strong strategy in data collection, segmentation, pricing, and differentiation. Tesco has been able to enhance its marketing strategies, personalise offers, and optimise operations through the utilisation of data analytics and the Clubcard loyalty programme. But there is always room for development, particularly when it comes to highlighting sustainability and ethical practices and improving segmentation through innovative technology like AI. Tesco has demonstrated its appreciation of the growing significance of ethical behaviour in building enduring customer relationships and, enhancing organisational success through its dedicated to sustainability and community engagement. Has it navigated the changing retail market, Tesco continues to face a significant challenge in striking a balance between profitability and social responsibility.
Nevertheless, Tesco should constantly evaluate the success of its pricing policies to adapt to shifting customer preferences and market conditions. Tesco can improve its pricing strategy for long-term customer engagement and loyalty by conducting regular market research and analysis to gain insights into rival pricing, customer preferences, and price elasticity.
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Figure 1: Revenue of Tesco over the years- source: Statista (2023)
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