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Tesco is a biggest chain of retail supermarkets in operation in the United Kingdom and greatly contributing to the grocery market in the country. The company was established in the year 1919 and it has evolved to become one of the largest international retail companies that deal in various products such as groceries, clothing, electronics and financial services. Tesco has different store formats, including large supermarkets, convenience stores and online retail stores, and this makes the company to differentiate a wide range of customers throughout the UK (Tesco, 2024). The fact that the organisation is well established in the retail sector and has been able to respond to the evolving consumer demands makes it a relatively good company to study the marketing strategies in the competitive market environment.
Companies need to know the needs of the consumer; this is achieved through marketing strategies that enable the companies to position their products in the market appropriately. The Segmentation, Targeting and Positioning (STP) model is one of the most popular marketing frameworks that enables organisations to find certain groups of customers and devise strategies of attracting them (Kotler and Keller, 2016). Moreover, the marketing mix model offers companies with a methodical system of developing and transferring value to consumers via product amenities, pricing technique, distribution networks and promotion of promotions (McCarthy, 1964). The frameworks are especially significant in the retail industry where organisations have to adapt to the consumer behaviour and the competition in the market through constant responding.
This report aims at critically analysing the Tesco marketing strategy in the UK market in terms of its market segmentation, targeting and positioning strategies as well as the marketing mix. The report shall start with a discussion of the way Tesco is segmenting the market and defining various audience groups. It will then critique the targeting policy of the company and look at how the brand was adopting itself in the competitive UK retail market. Lastly, the report will evaluate the marketing mix strategies of Tesco and determine the contribution of these factors to the overall performance of the organisation in relation to marketing.
[bookmark: _Toc224527515]2. Segmentation Analysis
The concept of market segmentation is very significant in the marketing field as it enables the business companies to sub-divide a general market into small segments of consumers that have the same characteristic, need or behaviour. The identification of segments will help organisations to develop more customer-focused products and marketing strategies that enhance competitiveness and meet the needs of the customers (Kotler and Keller, 2016). Supermarkets in the UK retail market like Tesco provide their services within a highly competitive environment, hence they have to segment their market effectively to appeal to various kinds of consumers.
Demographic segmentation is one of the primary segmentation strategies at Tesco and concentrates on the age, income, occupation, and family size. Tesco has a diverse market in that it has different product lines that cater to different budgetary segments and different people in terms of lifestyle. In this case the company offers cheaper products under the value ranges but offers premium products which it offers under the Finest brand in order to appeal to higher income earners. This is a way Tesco can serve both price-sensitive and those customers who can afford to pay comparatively higher prices to get products of better quality (Baines, Fill and Page, 2013).
Besides the demographic segmentation, Tesco is also practicing geographic segmentation by having various forms of stores in the UK. Big Tesco Extra and Tesco Superstores are normally situated in the suburban regions where bulk buying of groceries is practised whereas smaller Tesco Express stores are normally situated in cities and residential localities in order to offer convenience to customers who may want to make quick purchases. The online grocery service also increases the geographic coverage of the company as customers can place orders in various parts of the country (Chaffey and Ellis-Chadwick, 2019).
Tesco is also applying to psychographic segmentation, which targets on the lifestyles, interests and values of the customers. Convenience, healthy food or sustainable products are among the preferences of many consumers and Tesco adapts to them by providing various lines of products like organic foods, ready-to-eat food and environmentally friendly packages. This is a plan that helps the firm to attract consumers who care about quality, health, ethical and quality consumption (Blythe, 2018).
The other notable segmentation strategy that Tesco employs is behavioural segmentation that is premised on buying behaviour and loyalty of the customers. A famous example of behavioural segmentation is the Tesco Clubcard programme of the company, which gathers information regarding the shopping behaviour of the customers and enables Tesco to offer them individual offers and discounts. Such an information-based strategy will assist the corporation in knowing about consumer preferences and establishing a better bond with customers due to target promotions and loyalty programs (Tesco, 2024).
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[bookmark: _Toc224527517]3.1 Overview of Target Market Strategy
Targeting is the process of choosing a certain segment of the market in which a firm will focus on supplying its products and marketing campaigns. Having segmented the market into various segments, organisations assess the strength of each segment, and decide which groups have the most potential of profitability and growth (Kotler and Armstrong, 2018). In the case of large retailers like Tesco, targeting is critical since the organisation has millions of consumers with different needs and buying habits.
Tesco employs a multi-segment targeting approach which implies that it targets multiple groups of customers and is not targeting a single market segment. Through this strategy, the company is able to access many consumers within the arena of varying income levels, shopping behaviours and lifestyle choices. Tesco has the ability to attract both customers who are value-conscious, convenience shoppers and premium consumers simultaneously by providing a variety of products and store formats (Baines, Fill and Page, 2013).
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Among the keys targeting strategies, one of Tesco is its market orientation to customers with various incomes. The company offers low cost or smart products like the Everyday Value or budget product lines to appeal to price conscious clients. Meanwhile, Tesco sells better products in its own label, the Tesco Finest to attract customers with the ability to spend more on high-quality products. This two-pole strategy enables Tesco to compete in a number of price points on the UK grocery market (Blythe, 2018).
By attracting low-end and high-end customers, Tesco reaches more customers and improves its competitiveness. The strategy is especially relevant to the UK supermarket business where the clients tend to contrast prices and quality of the products offered by different retailers (Chaffey and Ellis-Chadwick, 2019).
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The other valuable sector that is targeted by Tesco is the convenience-based consumers who like to have a fast and convenient shopping experience. The company responds to this segment through opening smaller Tesco Express and Tesco Metro outlets in city centres and high traffic centres. These outlets enable customers to shop in necessities within a very short period without traveling far to the giant supermarkets. Besides this, online grocery platform allows Tesco customers to shop at the comfort of their homes and have products delivered at a convenient time (Tesco, 2024).
Increasing need of convenience has strongly affected consumer behaviour in the retailing segment especially among urban population and the working professionals. This means that Tesco can achieve the desired customer expectations and sustain high market relevance by reaching these consumers both offline and online.
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[bookmark: _Toc224527521]4.1 Concept of Market Positioning
Market positioning can be defined as the process of an organization developing a certain image of its products or brand in the minds of the consumers as compared to those of the competitors. Positioning enables organisations to express the distinct value of the offerings and help to stand out in the very competitive markets (Kotler and Keller, 2016). Positioning is an important aspect in the UK grocery retail industry since the contestants are not only competing on the basis of price but also quality, convenience and customer experience.
In the case of a large retailer like Tesco, positioning strategies would be aimed at attracting a large group of customers and still have a distinct brand. Tesco has traditionally positioned itself as a low-end retailer with a wide product range and convenience, which enables the company to appeal to low end consumers and those who want to buy premium products.
[bookmark: _Toc224527522]4.2 Tesco’s Value and Quality Positioning
The Tesco brand positioning is based on the aspects of providing value to customers without compromising on the quality of the products offered. This value proposition is conveyed by the company in the prices, with its products of its own label and in its marketing campaigns. Tesco will also be able to provide consumers with products to suit their financial means and quality expectations by providing a variety of product levels including low-end items, standard products and high-end selections (Baines, Fill and Page, 2013).
This positioning strategy allows Tesco to compete well with the discount retailers as well as the high-end supermarkets in the UK market. As much as discount stores appeal to customers who are price sensitive, the fact that Tesco can strike a balance between pricing and product differentiation can enable the firm to hold a highly competitive edge in the retail sector.
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The other aspect of the positioning strategy that Tesco employs is its convenience and customer experience orientation. The company has different types of stores such as big box supermarkets, smaller convenience stores and online food supply businesses that enable the customers to shop in a manner that fits their lifestyles. This strategy helps Tesco to enhance the perception of a company that values the importance of accessibility and convenient shopping to its clients (Chaffey and Ellis-Chadwick, 2019).
Besides this, Tesco has significant investments in digital services, loyalty programmes and personalised promotions as a strategy of enhancing customer engagement. As an illustration, the Tesco Clubcard programme enables the firm to reward its loyal customers and give discounts that are personalized according to the shopping behaviour. These programs strengthen the customer orientation of Tesco, as a retailer that is interested in long-term relationships with its consumers (Tesco, 2024).
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The products strategy is one of the elements of the marketing mix and entails the variety of products and services provided by the company to satisfy the customer requirements. Companies are required to strategically position their products so that they offer some value, quality, and diversity to the various groups of consumers (Kotler and Armstrong, 2018). The UK grocery market is a very competitive environment where the retailers are forced to keep changing their product strategies in line with the shifting consumer preferences and market trends.
Tesco has formulated a differentiated product strategy which incorporates a lot of non-grocery and grocery products. The company provides their products through fresh food, packaged groceries, clothing, electronics and household goods in its stores as well as online. The wide product base also allows Tesco to cater to the diverse needs of various segments of customers and remain as a one-stop shopping centre by the customers (Baines, Fill and Page, 2013).
The notable aspect of Tesco product strategy is that it has a product line of its own brand, enabling the company to regulate the product quality and price providing stronger brand recognition. Tesco offers various levels of own-labelled products with value products to be offered to budget conscious customers and premium products like Tesco Finest to customers who need products of better quality. Such a product differentiation approach will enable Tesco to attract the attention of a very diverse group of customers with various levels of income and tastes (Blythe, 2018).
[bookmark: _Toc224527526]5.2 Pricing Strategy
Pricing is a very critical component of marketing mix since it directly affects how the customers will make their buying decisions as well as the competitiveness of a company in the market. Companies need to think hard of their pricing strategy to decide on how to manage the profitability and how the customers perceive the value of their product (Kotler and Armstrong, 2018). The pricing aspect is of great essence in the UK grocery retail sector, since consumers tend to compare the prices of supermarkets first, before making a decision to buy goods.
Tesco has a competitive pricing model to retain its high status in the UK market. The company is also known to change its prices regularly to be at par with other large retailers like discounted supermarkets and conventional grocery chains. Tesco will use affordable rates yet allows acceptable product quality and this supports its positioning as a retailer of value of money (Baines, Fill and Page, 2013).
One of the most important features of the Tesco pricing strategy is the promotion pricing and discount. The company constantly features periodical price cuts, multi-buy deals and loyalty deals via Tesco Clubcard programme. These promotions allow customers to make repeated purchases and gain higher loyalty because they give them financial rewards through regular shoppers (Chaffey and Ellis-Chadwick, 2019).
Tesco also applies the price differentiation among products lines which enables the business to serve clients with various income levels. The budget product lines are offered to price-sensitive customers and premium products are higher priced to indicate the better quality. The impact of this pricing strategy is that Tesco can access various market segments and still have its competitive edge in the retail business (Blythe, 2018).
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Place also known as distribution entails the mode and channels that are used to make goods/ products available to the customers. The proper distribution plans provide the availability of products at the appropriate place and at the appropriate time, especially in the retail industry where convenience is a key factor when it comes to making a purchase (Kotler and Keller, 2016).
Tesco has established comprehensive distribution network in the United Kingdom which has helped the company to access a large number of consumers. The retailer has various store formats such as Tesco extra, Tesco superstore and Tesco express stores. Big box stores tend to have a high variety of items to be purchased in a weekly shopping, whereas smaller convenience stores are based on fast shopping by people who may live in the city or residential neighbourhoods (Baines, Fill and Page, 2013).
Another area that Tesco has invested in is effective logistics and supply chain management that will ensure that the products reach stores and the customers within a short time and reliably. The company can sustain good relations with its suppliers and operate through sophisticated distribution systems that have given it the ability to guarantee the availability of products at lower operational costs (Blythe, 2018).
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Another important element of the marketing mix is promotion which entails the means of communication adopted by organisations to remind, persuade and inform consumers about their products and services. Marketing strategies are promotional activities, which can be advertising, sales promotions, public relations and digital marketing plans that aim at influencing consumer behaviour (Kotler and Armstrong, 2018).
A large variety of promotional tools helps Tesco to communicate with clients and enhance its brand presence in the UK retail market. The traditional mediums used in advertising like the television, the print media and outdoor advertisements are usually adopted to promote seasonal offers and emphasize competitive pricing. Such campaigns are useful in preserving high brand visibility and acquiring new customers at Tesco (Baines, Fill and Page, 2013).
Tesco also puts an enormous emphasis on online marketing and individualized promotions in addition to conventional advertising. The Tesco Clubcard loyalty scheme helps the company to store purchase information about the customers and offer them discounts and promotional offerings based on their purchases. Such data-based marketing approach will help Tesco to develop closer relations with customers and promote repeat purchases (Chaffey and Ellis-Chadwick, 2019).
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The case examination of Tesco indicates that proper marketing plans can assist a retailer stay functional in a very competitive sector. Segmentation helps the company to identify the various groups of consumers according to their demographics, geographic, psychographic and behavioural parameters. Through these customer segments; Tesco can be in a position to design their products and services that address the different consumer needs and preferences in the UK market.
Tesco also uses its targeting approach as it helps the company to consolidate its presence in the market because of multiple customer segments. The multi-segment targeting strategy helps the company to appeal to a vast array of customers such as; price-sensitive shoppers, convenience- based customers and buyers of premium products. This approach enables Tesco to cover the market most, being competitive with the discount retailers, as well as with luxury supermarkets (Kotler and Armstrong, 2018).
The positioning strategy of the company also contributes largely to its achievement. Tesco presents itself as a value, quality and convenience retailer to customers. The brand has created a solid brand name in the UK retail industry through a blend of cheap prices, variety of products and conveniently located stores. This positioning assists Tesco to be loyal to customers and to be distinguished among the others.
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Despite the fact that Tesco has established powerful marketing strategies, a number of measures can be made to make the company even more competitive in the UK retail market.
To start with, Tesco can become more interested in being sustainable and focused on environmentally friendly products. With increasing environmental awareness among the consumers, more sustainable packages and ethically sourced goods would aid the company in building the brand image, as well as attracting the environmentally aware customers (Chaffey and Ellis-Chadwick, 2019).
Second, the company may also expand its online marketing and e-commerce services. The last number of years has seen a tremendous growth in online shopping and the possibility of investing in high-tech digital platforms, mobile apps and customised marketing might enhance the overall customer experience.
Lastly, Tesco still has the potential of building data-driven marketing efforts via its loyalty programmes. The company is able to provide customers with a more personalised promotion and enhance customer satisfaction because the customer purchasing behaviour can be analysed in a better way. This would ensure that Tesco continues to enjoy a good relationship with consumers and improve its competitive edge in the retail market.
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