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An Analysis of Tesco’s Segmentation, Targeting, Positioning and Marketing Mix Strategy.


[bookmark: _Toc223732262]1. Introduction.
Tesco is a market leader in British grocery retailing and is a main player in a highly competitive UK supermarket sector. In the year 1919, Jack Cohen got into the conception of the organisation, which has turned into a multibillion-dollar retail organisation based in the United Kingdom (UK) after being established as a market stall (Tesco plc, 2023). The operations of the organisation refer to Tesco’s business. Tesco mainly sells supermarket items and groceries to its customers. It sells fresh produce and packaged groceries. It also offers appliances for the home. Its F&F brand does sell clothing and household goods. In addition, financial services are sold by Tesco. The firm makes use of all the important retail designs; that is, it has Tesco Additional, Tesco Superstore, Tesco Express and an e-grocery platform that enables it to target clients with various shopping behaviours and product patterns. Tesco has the largest market share of any retailer in the UK grocery retail market due to its wide footprint of stores, prestigious brand and pricing strategies. Tesco faces stiff competition from Sainsbury’s, Asda, Aldi and Lidl (Statista, 2024).
In today’s Marketing Practices, organisations learn to devise strategies that help them identify the needs of customers and differentiate themselves from competitors. The STP Model is one of the best approaches that could be used by marketers to strategise. It stands for segmentation, targeting and positioning. It involves the identification of distinct consumer groups, selecting the most attractive market segment and establishing a clear value proposition (Kotler and Keller, 2016).
The report aims to critically analyse the marketing strategy of Tesco using the STP framework and the marketing mix concept. The report does an analysis on the market segment of Tesco, target segments chosen by the company and positioning of the brand along with the supermarket sector in the UK. Moreover, the report analyses the marketing mix of Tesco using the four Ps, which includes product, price, place and promotion. The marketing mix of a company helps to implement the overall marketing strategy of the company. 
[bookmark: _Toc223732263]2. Segmentation Analysis.
Market segmentation is a basic of marketing strategy which refers to the split of a heterogeneous market into smaller, relatively homogenous “sub-markets” of consumers which share similar needs, characteristics or purchasing behaviours (Dolnicar, Grün and Leisch, 2018). In sectors such as supermarket retail, segmentation allows companies to plan marketing strategies that will suit different types of customers instead of treating the market as one single entity. A segmentation strategy improves marketing efficiency because a firm tailors the product, price and communication of its offer to the specific expectations of the targeted consumer group (Armstrong, Kotler, 2020). Tesco has adopted a multi-faceted segmentation strategy in the UK grocery market involving multi-demographics, multi-geographic, multi-behavioural, and multi-lifestyle variables. This has enabled Tesco to cater to heterogeneous consumer demand and gain a competitive edge in the market that has become increasingly fragmented in recent years.
One of Tesco's main ways of segmenting is demographic segmentation. They use this type of segmentation based on income level, household type and life stage. In retail markets, demographic variables are widely used because of their association to purchase behaviour and consumption patterns. To accommodate consumers with various purchasing powers, Tesco has a variety of product ranges. Private label products priced low are aimed at households looking for value and whose choice of everyday products is price sensitive. Conversely, the retailer also delivers premium product ranges targeting consumers willing to pay higher prices for better quality and variety than its value ranges. Thus, it enables Tesco to meet the needs of value-conscious customers as well as affluent customers. According to Blythe and Martin (2019), retailers still find demographic segmentation very useful as frequency and spending often (but not always) depend on household income and family size.
The text "Tesco uses geographic segmentation, which is about using different retail formats and service offerings according to location characteristics" was rewritten into simpler words. Across the UK, the company operates large suburban supermarkets and smaller convenience stores in urban centres or city centres. Today’s retail planners offer many store formats to suit differences in population density, mobility patterns and lifestyle. Larger shops are typically used by families, who use them while weekly shopping, while smaller convenience stores are more typically used by a consumer looking to purchase things quickly, probably out of the daily routine. Regional customer base variation emerges through geographic segmentation, allowing the retail brand to ensure maximum accessibility and convenience. Baker (2016) states that adapting marketing to geography can increase efficiency and convenience in the retail service environment.
An alternative key segmentation strategy used by Tesco is behavioural segmentation, which entails the buying patterns, brand loyalty and shopping frequency of consumers. In the retail industry, behavioural variables are beneficial because they describe actual behaviour, rather than presumed attributes. Tesco makes use of the data from its loyalty program to understand customers’ buying habits and find different trends in what they buy and how often. Thanks to this information, the firm designs customised promotions and targeted offers addressed to certain customer groups. The substantial capacity of digital tools and data analytics to harness Behavioural segmentation is increasingly enabling the retail sector to make sense of a lot of consumer data. Chaffey and Ellis-Chadwick (2019) explained that behavioural segmentation and profiling capabilities based on data can help organisations create a more personalised experience.
Besides demographic and behaviour variables, psychographic or lifestyle segmentation is also taken into account by Tesco. This segmentation takes into consideration the attitude and value of consumers along with their lifestyles. More and more, today’s consumer purchases may not only be guided by price. It may also be the case of personal beliefs. These personal beliefs may be related to health, sustainability and convenience. After carefully observing the above trends, Tesco expanded more product categories like plant-based foods, organic products, and healthier ready-meal options to appeal to health-conscious and eco-conscious customers. Consumers who prioritise convenience have also been targeted through products that are easy to prepare and digital services that make shopping easy. As per Solomon et al. (2020), lifestyle segmentation has become a key issue in today’s consumer market, as it is well known that buying behaviour is strongly influenced by identity and social values.
The segmentation strategy of Tesco is quite comprehensive and integrated, as there is a combination of several segmentation variables to capture the demand complexity of the grocery sector in the UK. By applying different types of segmentation like demographic, geographic, behavioural and psychographic simultaneously, Tesco is able to identify multiple customer groups and design products and services for them. In this way, Tesco achieves very high market coverage and adapts marketing activities to an increasingly diverse set of consumer expectations in the UK grocery market. However, simultaneously catering to different consumer segments increases operational complexity and marketing costs, especially compared to discount businesses such as Aldi and Lidl, which rely on smaller product ranges and more sharply defined segmentations. As a result, the long-term success of Tesco’s segmentation strategy hinges on its ability to analyse customer data and its loyalty programme to better understand customer behaviour and adapt its marketing activities (Wedel and Kamakura, 2012).
[bookmark: _Toc223732264]3. Targeting Analysis.
The targeting is the stage of marketing strategy in which the organisations select a particular segment of the market on which to focus, after they have identified it through segmentation. The aim of targeting is to establish which groups of consumers offer the greatest strategic value, considering market size, profitability, and compatibility with the firm’s resources and capabilities (Simkin, 1998). In the grocery retail market in the UK, where there is stiff competition from retailers and a marked change in expectations from shoppers, retailers need to carefully priority which customer groups they want to serve. Tesco has a differentiated targeting strategy. It simultaneously targets different market segments with different products, stores and marketing campaigns to cover the maximum market.
One of the major market segments targeted by Tesco is price-sensitive consumers, for example, households that are focused on pricing while buying grocery products. This Retail sector is gaining importance in the UK owing to the increase in living costs and more competition from discount retailers. Tesco is targeting such consumers through its own-label products, which are competitively priced. It regularly promotes price cuts to match or beat discount supermarket chains. Tesco offers a range of cheapest alternatives in addition to branded products in a bid to keep customers from switching to low-price rivals. Jobber and Ellis-Chadwick (2020) state that target price sensitive consumers is a common strategy in mature retail markets. Firms implement this strategy to respond to price competition yet retain loyalty.
Another important segment of Tesco is the middle-income families. They are one of the biggest consumers of the UK grocery market. When making purchasing decisions, these shoppers generally seek a balance of quality, price and convenience. Tesco targets this segment with a range of branded and private-label products, which allows customers the choice of products depending on their budgets and preferences. Supermarket formats of Tesco enable families to do weekly shopping on a one-stop shop basis. As per Baines, Fill and Rosengren (2017), the belief is that mainstream consumers need variety and convenience, so retailers should provide both offerings.
Tesco focuses on premium customers, who are ready to pay more for higher-quality ingredients and foods. Most of the sales in this category come from the “Tesco Finest” range, which focuses on better ingredients, improved packaging and upscale branding. Tesco looks to generate extra earnings from customers wishing to purchase higher-value products by developing premium product ranges in the same retail space while maintaining accessibility of basic products to lower-income groups. This strategy enables the retailer to enhance its market presence and compete with discount supermarkets and premium grocery retailers as well.
The effectiveness of the targeting strategy of Tesco can be evaluated to show whether it is able to maintain the competitive position in the UK grocery sector. Tesco’s strategy of targeting many consumer segments enables it to tap a wide range of consumer bases. As Tesco targets both value and premium consumers, it reduces its dependence on just one segment. Also, it improves its resilience towards the economic conditions that affect consumer spending behaviour. This strategy of targeting only enables this company to effectively compete with discount retailers targeting price leadership and premium supermarkets targeting product quality. In addition, customer loyalty programs and digital platforms used by Tesco provide information on consumers, which can improve targeting decisions and permit more personalised marketing communication.
On the other hand, it may create strategic difficulty in ensuring the brand has a clear and consistent branding across heterogeneous consumers. Serving too many segments at once can complicate the operation process and deteriorate the brand’s focused proposition as consumers perceive it to be unfocused. In addition, other competitors serving narrower market segments – for example, discount specialists Aldi and Lidl – may realise greater operational efficiency through simpler product ranges and lower operating costs. As a result, while Tesco’s differentiated targeting strategy allows the company to operate in several market segments, the long-term success of the organisation will rest on its ability to balance value, quality and convenience while adapting as per customer expectations.
[bookmark: _Toc223732265]4. Positioning Analysis.
In the segmentation-targeting-positioning model, positioning is the last step. It is the process by which an organisation creates a distinct place for its products or brand in the minds of target customers. In markets rife with competition, positioning becomes vital as organisations try to distinguish their product offerings from competitors and communicate a value proposition to consumers. As noted by Keller (2013), a firm must identify certain attributes which are meaningful to consumers in order to build a strong and favourable brand image to ensure success. In the UK grocery retailing sector, Tesco has designed a positioning strategy based on value, convenience and product range to appeal to as many consumers as possible while maintaining competitive differentiation.
Tesco is a retailer that offers excellent value for money, a wide choice of products and the convenience of shopping. This long-time brand message “Every little helps” has helped convey the brand promise of affordability, customer service and everyday convenience. The tagline strengthens the belief that Tesco has assessed what their customers want and tries to offer customers something practical, such as a competitive price, loyalty reward and a store conveniently located. Tesco is trying to adopt the middle-market position in UK supermarkets by using a combination of value-messaging and extensive product choice. Such positioning allows Tesco to occupy a strategic mid-market space whereby the retailer is able to compete on price competitiveness against discount supermarkets while also offering a superior quality range of products to wealthy consumers. 
Tesco’s positioning strategy is aided by its multi-tier product structure, enabling a breakdown of purchasing power by different levels. For instance, entry level private-label products are aimed at price-sensitive customers who are more concerned about price while premium product lines, like Tesco Finest, aim to attract consumers who want better quality and more exotic food. In this manner, a balanced value proposition is communicated that permits customers to select products that suit their budget and preference from the same retail space. According to Kapferer (2012), organisations need to create clear hierarchies of products and services which help consumers to discern which type of product has greater worth or value.
Tesco's positioning strategy also focuses on easy access and convenience for customers. By way of its extensive collection of supermarkets, convenience shops and online shopping platforms, Tesco defines itself as a retailer that makes grocery shopping easy. Smaller store formats located in residential and urban areas allow customers to quickly procure daily-use goods, while online grocery service options give flexibility to those who prefer home delivery or click-and-collect options. This emphasis on convenience reflects wider changes in consumers’ lifestyles, particularly among urban populations, which influence buying behaviour. According to Verhoef, Kannan and Inman (2015), retailers with the right combination of physical and digital channels will be better equipped to meet the contemporary expectations of consumers with respect to seamless shopping experiences.
The positioning strategy of the brand Tesco can be understood through the brand perception and market performance. Tesco is an organisation that has a strong brand presence in the UK grocery sector and commands a leading market share. This suggests that a substantial proportion of consumers consider them to be positive value for money. Tesco is able to target different segments with its competitive prices. They offer a very wide selection of goods to satisfy all your needs. Moreover, the way that loyalty programs and personalised promotions are designed makes the brand relevant for regulars.
Nonetheless, the positioning strategy is not without challenges. Competing at the same time the discount retailer as well as premium supermarkets may cause certain consumers to be confused about the brand. Value retailers go big on price, and premium supermarkets go big on quality through products and shopping experiences. Tesco sits in a fine position in the middle-market, and it must balance its branding so that value is lent to different customers without losing clarity. The way Tesco positions itself against pricing gimmicks while still offering price-matching can seem contradictory, especially during tougher economic conditions like the ones we face today. 
[bookmark: _Toc223732266]5. Marketing Mix Strategies (4Ps).
The marketing mix is a vital framework through which organisations convert marketing goals into operational activities. The 4Ps model basically includes product, price, place and promotion. Collectively, they help in understanding how a company provides value to its consumers (McCarthy, 1964). Within the grocery retailing sector, the marketing mix is vital in helping retailers to remain competitive and react to changing consumer experiences in the UK regarding price, quality & convenience. Tesco has a well-integrated marketing mix strategy that helps the company to strengthen its market positioning based on value, accessibility and product variety. By managing product portfolios, pricing, distribution and promotion, Tesco wants to attract customers from all segments while being on top in the UK supermarket industry.
[bookmark: _Toc223732267]5.1 Product Strategy.
A product strategy is the goods and services which a company puts on the market to satisfy consumers. In retail environments, product strategy often entails management of a wide assortment of products that appeal to various consumer segments (Blythe, 2019). Tesco has a wide range of products, including groceries, fresh produce, household goods, clothes through the F&F brand and other services like financial products and mobile phones. Tesco’s product strategy relies on strong private-label brands, which allow it to compete at different quality and price levels.
Tesco features numerous product tiers in its private label portfolio addressing diverse consumer needs. Entry-level product ranges focus on affordable pricing and provide low-cost substitutes for branded products. Mid-range products are designed for those customers who are willing to pay a moderate price for reasonably good quality. Also, their premium range product like Tesco Finest is priced much higher to appeal to customers who do not mind paying a high price to get good quality ingredients or packaging. Tesco's tiered product mix allows it to tap into demand from many consumer segments within a single retail outlet. In addition to this, it enhances brand loyalty and customer lifetime value (Kumar and Reinartz, 2016). As Ailawad & Keller (2004) state, private label strategies allow retailers to enlarge brand identity while providing profit-margins and loyalty ultimately.
[bookmark: _Toc223732268]5.2 Price Strategy.
In grocery retailing, price is an especially important element of the marketing mix, as consumers often compare prices between rival supermarkets. Tesco utilises a competitive pricing strategy in order to keep low prices and profits. The retailer regularly runs promotional pricing initiatives through which it temporarily reduces prices, offers bulk buys and gives tariff concessions through its Clubcard. Pricing tactics which intend to repeat purchase and enhance the perceived value to customers.
Tesco has launched price-matching schemes to remain competitive with discount supermarkets. Through the alignment of some prices with cheap competitors, Tesco tries to hold on to the price-sensitive customers. At the same time, it continues to offer a wider range of products and further services. Nagle and Müller (2018) claim that pricing strategies in retail markets need to find a balance between perceptions of fairness and sustaining profits over time. Thus, Tesco is positioned in the market as a retailer that offers the best value and variety.
[bookmark: _Toc223732269]5.3 Place (Distribution) Strategy.
The term place refers to the channels of distribution through which the products have to pass to the customers. In retail settings, it pertains to the store’s location, format, and unifying digital shopping. The UK has one of the largest retail networks of Tesco. There are big hypermarkets, normal super-stores, and even small shops located in the countryside and city areas. Tesco’s multi-format store strategy is helping it to reach customers with various shopping behaviours and different levels of accessibility.
Grocery services allow customers to place orders for products using digital means, with after-hours delivery or collection from specified locations. The physical-digital integration is seen as an extension of the overall developments in retail towards omni-channel distribution. As Hübner, Kuhn and Wollenburg (2016) state, omni-channel retailing by the companies makes service convenient and operationally more efficient through a synchronised logistics system. The expansive distribution system adopted by Tesco ensures logistical efficiency that helps the retailer deliver products to consumers quickly and conveniently across the UK. It also aids in creating integrated omni-channel operations and retailing strategies (Varley, 2018).
[bookmark: _Toc223732270]5.4 Promotion Strategy.
By means of communication activities, organisations let consumers know what they are offering and get them to purchase. This process is known as promotion. The varied promotional tools of Tesco include campaign advertising, loyalty programme and digital marketing, etc. Clubcard loyalty programme is one of the important promotional tools that the brand applies. Customers receive points for purchasing certain products and personalised discounts. With the help of this scheme, Tesco can collect data about the consumers and use that to formulate promotional.
Apart from loyalty initiatives, Tesco allocates substantial funds for television, digital, and social media advertising campaigns. Oftentimes, such campaigns reinforce the retailer’s brand positioning with the UK grocery market whilst speaking about value, quality, and convenience. One example of this is the seasonal campaign and digital discounting to create short-term sales and long-term brand commitments (Rust, Lemon and Zeithaml, 2004). Research from Kitchen and Burgmann (2015) points out that integrated promotional communication is significant in establishing strong connections and loyalty with brands in competitive markets.
[bookmark: _Toc223732271]6. Contribution of the Marketing Mix to Tesco’s Overall Strategy.
The marketing mix of Tesco is quite effective. This can be seen from how the four elements of the marketing mix work together to help in the marketing strategies of Tesco. This diverse product range enabled Tesco to cater to various consumer segments identified through segmentation and targeting. By pricing goods competitively, the retailer provides a basis for good value. Their distribution is extensive so that consumers can find goods in different localities easily. The loyalty programme and personalised digital marketing approach strengthen relationships and engagement according to the promotional strategy.
According to Porter (2008), Tesco’s marketing mix reveals a relatively high level of integration. All the elements of the mix reinforce the organisation’s overall aim of providing value, convenience and choice to customers in the UK grocery market. Tesco maintains its competitive position amid intense price rivalries and rapidly changing consumer preferences through coordination of its product development, pricing policies, distribution systems and promotional activities.
[bookmark: _Toc223732272]7. Conclusion.
Tesco has carefully chosen the targets of its marketing and has employed a careful strategy to ensure its success. This report will use these principles to analyse. Tesco employs a multi-dimensional approach as part of its segmentation strategies. It segments the market according to demographic and geographic, along with behavioural and lifestyle-related characteristics. Employing this strategy allows the firm to identify different customer requirements and create products and services appealing to different UK grocery shop consumers. The targeting analysis showed that Tesco is targeting various consumer segments. This includes price-sensitive households, middle-income families and premium consumers who seek quality. With a differentiated targeting strategy, the retailer tries to when keeping economic variability and changing consumer expectations in view, maximise market coverage.
TESCO marketing strategy analysis reveals that TESCO is mostly positioned around value, convenience and product variety. TESCO’s positioning strategy helps the brand to compete in the UK supermarket market effectively. The company's marketing mix strategies confer additional support to this position. The different aspects of Tesco, such as its product offerings, pricing strategy, distribution and promotion, are helping it to provide warehouses so that it can offer cheap products to more shoppers. In this way, these elements help Tesco sustain a strong competitive advantage in the UK grocery retailing market (McKinsey & Company, 2023).
However, Tesco’s marketing performance can be further improved through strategic changes. An example of information overload would be getting too many spam emails from the same source. You already will have a good idea about what I mean by spam. Another option Tesco could explore for its targeting strategy is a more personalised marketing strategy through equipment and loyalty programs that engage the right customer group. Tesco can make its positioning even stronger by focusing on sustainability and responsible retailing, as these are helping to influence consumer purchasing decisions increasingly due to the turning of consumers to more sustainable choices, which are better for the environment. Tesco can ensure to align its marketing mix strategies with evolving expectations to further strengthen its competitive advantage and sustain long-term growth in the UK grocery market.
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