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Executive Summary 
From its humble beginnings as a small market stall established by Jack Cohen in 1919, Tesco PLC has evolved into a global powerhouse in grocery and general merchandise. Headquartered in Welwyn Garden City, England, this retail giant now has a presence in numerous countries across Europe and Asia, catering to millions of customers weekly through its physical stores and digital platforms.
In data collection and evaluation, Tesco has effectively leveraged customer data to tailor its offerings and services. Utilising the data from its Clubcard loyalty program, Tesco has been able to segment its market, understand customer behaviour, and personalise marketing strategies. 
Segmentation has been a cornerstone of Tesco's strategy, allowing them to provide targeted products, services, and marketing efforts to diverse consumer groups. By analysing customer data, Tesco has developed specialised store formats to meet the needs of different segments, such as Tesco Metro for city shoppers and Tesco Extra for one-stop shopping.
Tesco's pricing strategies have traditionally been competitive, focusing on providing value to customers. By adopting a cost leadership strategy, Tesco has managed to keep prices low without sacrificing quality, appealing to a broad customer base looking for affordability and reliability.
Differentiation has been achieved through product range, store format, and customer service. Tesco's brand products offer quality at competitive prices, and their varied store formats cater to different shopping preferences. Furthermore, Tesco's commitment to customer service has been a differentiating factor, enhancing its reputation and customer loyalty.
Ethics and sustainability are integral to Tesco's corporate identity. The company has embraced its social responsibility, actively engaging in environmental and community initiatives. This includes efforts in recycling, energy and water usage, and supporting local communities through charity and education programs. Tesco's CSR strategy is clear: to earn customer trust by responsibly maximising benefits and minimising negative impacts on society and the environment.
Overall, Tesco's journey from a single store to a global retail leader is marked by strategic market segmentation, data-driven decision-making, competitive pricing, strong differentiation, and a firm commitment to ethical practices and sustainability. These combined elements have positioned Tesco as a customer-focused retailer prepared to adapt and thrive in the evolving retail landscape.
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Introduction 

The Marketing Office of Tesco Organisation requested the report on 10 October 2023, completed by Luciana Stafi, a marketing assistant, with the submission date of 17 November 2023 before 3 PM. 
This report investigates and evaluates the importance of customer relationships for TESCO and its customers.
The report will discuss the main problems a TESCO organisation faces and what they have to improve, how they collect data and evaluate the segmentation, pricing strategies, differentiation, ethics, and sustainability.
Online books, journals and websites were used as sources of information to complete this report.
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A renowned multinational grocery and general merchandise retailer, Tesco boasts a storied heritage from its UK roots. Its journey commenced in 1919 when founder Jack Cohen began trading surplus groceries from a modest stall in London's East End (Tescoplc, 2021).  This modest start set the stage for Tesco's remarkable evolution into an international retail behemoth.
Top of Form

The Tesco name was established in 1924 when founder Jack Cohen acquired a batch of tea from T.E. Stockwell. Cohen coined the iconic brand ' Tesco ' by merging the supplier's initials 'T.E.S.' with the initial letters of his surname (Tescoplc, 2021). The inaugural Tesco store opened in 1929 in Burnt Oak, Edgware, North London, marking the beginning of the company's swift expansion (Tescoplc, 2021).
Top of Form

During the 1930s, Tesco continued its growth and, by 1939, had over 100 stores across the country (Tescoplc, 2021). This expansion was partly due to Cohen's philosophy of selling products at low prices to increase sales volume, an integral strategy to Tesco's success throughout its history (Wood & McCarthy, 2014).
The post-war period saw further expansion and Innovation. In 1947, Tesco was listed as a significant milestone that provided the company with the capital to continue its expansion (Tescoplc, 2021). The 1950s and 1960s were marked by further growth and diversification as Tesco began to sell groceries, clothes, and household goods and introduced self-service stores, revolutionising the shopping experience (Tescoplc, 2021).

Tesco's growth continued in the subsequent decades, with the 1990s marking a particularly significant period of diversification and international expansion. The company launched its Clubcard scheme in 1995, one of the first loyalty schemes in the U.K. and played a crucial role in understanding customer needs and preferences (Humby et al., 2004). Internationally, Tesco began to expand outside the U.K. in 1995 with operations in countries like Hungary, Poland, and the Czech Republic (Palmer, 2005).

The 21st century has seen Tesco adapt to the digital age with the launch of its online grocery service and continued expansion into new markets (Tescoplc, 2021). However, like many large corporations, Tesco has faced challenges, including market saturation in the U.K., changing consumer habits, and increased competition from discount retailers and online platforms.

In conclusion, Tesco's journey from a small stall in East London to one of the world's largest retailers is a testament to its adaptability, Innovation, and customer-focused approach. The company's history is not just about expansion and profits but also the challenges and changes in the retail landscape (Tesco P.L.C. Annual Report, 2022).
Tesco's mission statement is "To create value for customers to meet their everyday needs, making life easier for them." This reflects their focus on customer convenience and value creation. Additionally, their vision is to become "the world's best food company," underlining their ambition in the global food industry (Tesco Company Mission Statement Analysis and Vision, 2021).
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The mission statement and core values of Tesco are instrumental in fostering good customer relationships for several reasons (Mihailoaie, 2013):
· Customer-Centric Approach
· Innovation and Convenience
· Sustainability and Ethical Practices
· Data-Driven Customer Understanding ​​
· Comprehensive Vision and Strategy Alignment
According to Chinweike (2021), criticism of mission statements in contemporary business often revolves around their perceived lack of relevance in a rapidly changing business environment. Here are some key points why mission statements may be viewed as less relevant today:

· Ambiguity and Lack of Practicality

· Short-term Focus and Internal Orientation

· Conflicts and Inconsistencies

· Resource Intensive with Little Return

· Unrealistic Expectations

· Mission Creep in Nonprofits



In summary, while mission statements have traditionally been viewed as essential tools for guiding an organisation's purpose and direction, their relevance in the modern business landscape is questioned due to issues such as vagueness, short-term focus, internal conflicts, unrealistic expectations, and a tendency towards overextension, especially in the nonprofit sector. These challenges suggest that mission statements must be reevaluated or adapted to remain functional in today's dynamic business environment.
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How Tesco Collects Data
 Tesco collects customer data through various channels, primarily through its loyalty program, Clubcard, launched in 1995 (Humby et al., 2004). Every time customers shop and use their Clubcard, Tesco records the details of their purchases. This data is rich in insights, allowing Tesco to understand purchasing patterns, preferences, and customer behaviour.
Besides sales transactions, Tesco gathers data from online shopping platforms, customer feedback forms, and social media interactions. Tesco's website and mobile app also provide valuable data points through customer browsing habits, product views, and online purchases (Marr, 2016).
Why Tesco Collects Data
 The primary reason for collecting data is to enhance customer experience and satisfaction; by analysing purchasing habits, Tesco can tailor its product offerings and promotions to meet its customers' needs and preferences.
Data collection also plays a crucial role in inventory management, helping Tesco predict demand for products more accurately and thus optimise stock levels, minimising waste and maximising availability (Marr, 2016).
Additionally, Tesco uses data to make strategic decisions regarding store locations, layouts, and the timing of sales or promotions, aiming to improve operational efficiency and customer convenience.


For What Tesco Uses the Data
 Customer data is used to personalise marketing, offering targeted promotions and coupons relevant to the individual shopper (Humby et al., 2004). This increases the effectiveness of marketing campaigns and enhances customer loyalty.
Regarding product range and stock, data informs Tesco's decisions on which products to introduce or discontinue. It can also influence the development of new product lines under the Tesco brand.
Moreover, data analytics are employed to improve the supply chain, optimise logistics, and forecast sales more effectively, thus reducing costs and increasing profitability (Marr, 2016). 
For example, Tesco's long-standing loyalty program, "Clubcard", played a significant role. They better understood the market and customer needs by working strategically with third-party organisations to complete their data. This approach allowed them to connect sales data with customer feedback and market context ( Pahuja, 2021).
Like many large retailers, Tesco employs various data collection methods to enhance customer satisfaction, trust, and commitment. Here is an outline of how they might achieve this : 
· Loyalty Programs: Tesco collects data through its Clubcard loyalty program. This data includes purchase history, preferences, and feedback (Smith, 2021).
· Online Interactions: Customer interactions on their website and mobile app provide valuable data.
Enhancing Customer Satisfaction
· Personalised Offers: Using data to tailor promotions and offers to individual customers (Brown, 2023).
· Improving Product Range: Data analysis helps understand customer needs, leading to better product offerings.
Building Trust
· Data Security Measures: Implementing robust data security measures ensures customer data protection (Lee, 2023).
Fostering commitment
· Reward Programs: Loyalty points and rewards based on customer data encourage repeat business (Patel, 2022).
· Customer Feedback Implementation: Using data to address customer feedback and improve services.
Tesco's data collection and analysis contribute significantly to customer satisfaction, trust, and commitment. By understanding customer behaviours and preferences, personalising experiences, ensuring data security, continuously improving based on feedback, and enhancing operational efficiency, Tesco fosters a trusting relationship with its customers.
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Segmentation at Tesco
 Tesco employs a multi-segment marketing strategy, using data from its Clubcard to divide the market into distinct segments based on shopping patterns, lifestyle, and customer preferences (Smith, 2013). The segmentation allows Tesco to tailor its product offerings, promotions, and store formats to different customer groups. For instance, Tesco Metro caters to urban customers with convenience in mind, while Tesco Extra targets family shoppers seeking a one-stop shopping experience (Rowley, 2005).
Market segmentation involves splitting a broad consumer or business market, typically comprising both current and prospective customers, into smaller groups (referred to as segments). This is done based on common traits shared among the consumers within each group.
For a company like Tesco, segmentation can be incredibly beneficial. By dividing their market into distinct groups, they can tailor their products, services, and marketing strategies to meet each segment's specific needs and preferences. This approach can foster stronger customer relationships because it demonstrates that the company understands and values their unique needs and preferences (Smith, 2022).
However, segmentation is not without its challenges and limitations. One critical point of discussion is that segmentation sometimes fails to accurately capture the dynamic nature of consumer behaviour. People's preferences and needs can change rapidly, and relevant segments can become outdated (Davies, 2023).
While segmentation can significantly enhance customer relationships by allowing a company like Tesco to address specific customer needs and preferences, it must be implemented thoughtfully to avoid the pitfalls of overspecialisation and outdated market assumptions.
Pricing Strategies
 Tesco's flexible pricing strategy combines everyday low prices with promotional deals and personalised offers derived from customer data analytics (Burt and Sparks, 2003). Tesco's use of a cost leadership strategy and price discrimination practices ensures competitiveness in different market segments (Wood and McCarthy, 2014). Tesco also employs psychological pricing, emphasising value through their own-brand product ranges that offer tiers (value, standard, and premium) at different price points to cater to different economic segments of the market (Collins-Dodd and Lindley, 2003).

According to ZenBusiness (2019), there are various reasons why pricing strategies might not effectively influence customers because of:
· Cost-Based Pricing Limitations
· Market-Based Pricing Challenges
· Negotiation-Driven Pricing Issues
· Low-Price Strategies for Market Share
· Short-Term Financial Objectives

Differentiation
 Differentiation is a critical element of Tesco's competitive strategy. Tesco distinguishes itself through product range diversity, quality of customer service, and a blend of in-store and online shopping experiences (Palmer, 2005). Their commitment to technology innovation, such as the Tesco app and contactless payment systems, adds to their differentiation (Humby et al. 2004). Furthermore, Tesco has developed a wide range of store brands that vary from economy to premium, addressing various consumer needs and preferences and serving as a differentiation factor.
Tesco employs a differentiation strategy focusing on a customer-centric approach, offering value for money and catering to various consumer needs through a diverse product range (Shastri, 2023). Their differentiation strategy is multifaceted:
Product Strategy: Tesco provides various products across various categories, and its brands cater to different consumer segments​​.
Pricing Strategy: They use a cost leadership strategy, offering products at low prices without compromising on quality​​.
Place and Distribution Strategy: Tesco has an extensive network of different store formats, from superstores to smaller metro and express stores, as well as an online presence​​.
Promotional Strategy: The company uses a combination of traditional and digital marketing, focusing on low prices and promotional offers to attract and retain customers​​.
Loyalty Program: The Tesco Clubcard program rewards loyal customers with discounts and benefits, a significant aspect of their marketing strategy​​.
Customer Segmentation and Brand Image: Tesco segments customers to target them with tailored marketing messages, maintains a strong brand image of value for money, and engages in CSR activities to enhance brand perception​​.
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Ethics at Tesco 
Tesco's approach to ethics is encapsulated in its commitment to responsible sourcing, fair labour practices, and the ethical treatment of workers throughout its supply chain. The company adheres to its own 'Code of Conduct,' which aligns with international standards such as the Ethical Trading Initiative Base Code, to ensure workers' fair treatment and address issues like wage levels, health and safety, and working hours (Tesco, 2021).
Furthermore, Tesco's 'Little Helps Plan' outlines the company's approach to doing business responsibly and sustainably. This includes reducing the environmental impact of products, promoting health and well-being, and championing human rights (Tesco P.L.C., 2021).
· Supply Chain Ethics: Tesco's supply chain is vast and complex, making ethical sourcing a significant concern. The company must ensure that its suppliers adhere to ethical practices regarding labour rights, fair wages, and working conditions. This includes avoiding exploitation and child labour.
· Product Ethics: This involves the responsibility Tesco has in ensuring the products it sells are ethically sourced and produced. This includes considerations of animal welfare in its meat and dairy products and the environmental impact of its product range.
· Corporate Governance: Ethical corporate governance is crucial for maintaining trust among shareholders, employees, and customers. This includes transparent reporting, honest communication, and accountability for decisions and policies.
Sustainability
 Tesco's sustainability strategy is focused on creating a zero-carbon business by 2050, with intermediate targets set to guide progress. They have been working on reducing greenhouse gas emissions, minimising waste, and sustainably sourcing products. Tesco has also committed to tackling food waste and has made pledges to ensure that no food safe for human consumption will go to waste by 2025 (Tesco P.L.C., 2021).
Additionally, Tesco has initiatives aimed at reducing packaging and promoting recycling. The company has pledged to make all packaging fully recyclable by 2025 and has been installing recycling facilities in many stores (Tesco P.L.C. Annual Report, 2022).
· Environmental Impact: Tesco has a significant environmental footprint, given its scale. Key areas of concern include carbon emissions, waste management, and energy use. The company has committed to reducing its carbon footprint and increasing the sustainability of its operations.
· Sustainable Sourcing: This relates to the environmental aspects of Tesco's supply chain. The company must ensure its products are sourced to minimise environmental harm, such as promoting sustainable farming practices and reducing deforestation.
· Community Engagement: Tesco's role in local and global communities includes supporting sustainable development. This can be through charitable initiatives, supporting local economies, or engaging in global sustainability efforts.






· 
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In conclusion, this report has comprehensively analysed Tesco's operations, focusing on data collection, ethics and sustainability, market segmentation, pricing strategies and differentiation.
Tesco's investment in advanced data collection and analytics has enabled a deeper understanding of customer behaviours and preferences. This insight drives informed decision-making across all levels of the organisation, enhancing customer engagement and operational efficiency.
Tesco's commitment to ethical practices and sustainability is commendable, though it remains an area with room for continuous improvement. The company's efforts in responsible sourcing, reducing environmental impact, and community engagement demonstrate a conscientious approach to business that aligns with modern consumer expectations and global sustainability goals.
The report highlighted Tesco's adept use of market segmentation to tailor its products and services to diverse consumer groups. This strategy has effectively allowed Tesco to meet varied customer needs, contributing to its broad appeal and customer loyalty.
Tesco's multifaceted pricing strategies, balancing competitiveness with profitability, cater to many consumers. From value-oriented pricing to premium product offerings, Tesco has successfully navigated the complex pricing dynamics in a highly competitive market.
A key aspect of Tesco's success is its ability to differentiate itself in the market. Through product variety, quality, customer service, and technological integration, Tesco has established a unique value proposition, differentiating it from competitors.
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