


	
		×
		

	






    
        
            
                
                    
                        
                    
                

                
                    
                        
                    
                

                
                    
                        
                            
							
                        

                    

                

                
                    	
                            Log in
                        
	
                            Upload File
                        


                

            


            
                
                    	
                            Most Popular
                        
	
                            Art & Photos
                        
	
                            Automotive
                        
	
                            Business
                        
	
                            Career
                        
	
                            Design
                        
	
                            Education
                        
	
                            Hi-Tech
                        


                    + Browse for More
                

            

        

    



    
        
            
                
                

                
                	Home
	Documents

	Tesco Supermarket



                

    
        
            

                
                    

                        
                            
                                




















                            

                        


                    

                

            

        

    


    
        
            prev

            next

        

        
            
                
            

            out of 20

        

    








                
                    Tesco Supermarket


                    
                                                Download PDF
                        
                        Report
                    

                    
                        	
								Upload

									pingx91
								

							
	
                                View

                                    247
                                

                            
	
                                Download

                                    1
                                

                            


                    

                    
                    
                        
                        
                            
                                    
Facebook

                        

                        
                        
                            
                                    
Twitter

                        

                        
                        
                            
                                    
E-Mail

                        

                        
                        
                            
                                    
LinkedIn

                        

                        
                        
                            
                            
Pinterest

                        

                    


                    
                

                

                    
                    Embed Size (px)
                        344 x 292
429 x 357
514 x 422
599 x 487


                    

                    

                    
                                        Citation preview

                    	
8/3/2019 Tesco Supermarket

1/20

Tesco Supermarket


	
8/3/2019 Tesco Supermarket

2/20

Table of Contents

1. Summary .. Page 3

2. Introduction to Tesco Supermarket .. Page 4

3. How the key external factors influence Tesco Page 4

4. Tesco market structure . Page 6

5. Customer segmentation analysis .. Page 8

5.1 Market & Marketing .. Page 8

5.2 Geographic . Page 9

5.3 Demographic . Page 9

5.4 Socio-Economic ... Page 10

5.5 Psychographic .. Page 10

6. Tesco Marketing Mix . Page 10

6.1 Product Page 11

6.2 Price . Page 12

6.3 Promotion ... Page 12

6.4 Place . Page 13

7. Conclusion .. Page 13

8. References Page 15

9. Appendices .. Page 17


	
8/3/2019 Tesco Supermarket

3/20

1. Summary

This report aims to give an overview about Tesco supermarket
organisation,

including one essential key external remote factor and its
impact upon the internal

environment of the organisation. The report will also explain in
which market

structure Tesco belongs to, and why, justifying the answer with
examples. A

customer segmentation analysis for Tesco will also be included,
and the strengths

and weaknesses of the marketing mix for Tesco will be
presented.
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2. Introduction to Tesco Supermarket

To begin with, the history of Tesco starts in 1919, when Jack
Cohen who

began to sell the surplus of groceries that he had, at a stall
in the Well Street

Market in the East of London, founded Tesco. In 1924 the Tesco
brand appeared

for the first time. Jack Cohen named the brand Tesco after he
bought a shipment

of tea from T.E. Stockwell, taking the first three letters from
his supplier (TES), and

putting the next two from his surname (CO), thus forming Tesco.
The first Tesco

store appeared in 1929 in Burnt Oak, Middlesex. By the time the
1960s came,

Tesco already had more than 800 stores, by purchasing other
supermarket stores

and chains such as 70 Williamsons stores, 212 Irwins stores, the
Victor Value

chain, and others. In 1987 Tesco took over the Hillards chain of
40 supermarkets

in the North of England for 220 million. In the 1990s Tesco took
over other stores

and supermarket chains, managing to gain a big advantage in
front of their rival

Sainsburys, and widened the market in Scotland. Also in 1995
Tesco introduced

the Tesco Clubcard. Nowadays, Tesco in the third-largest
retailer in the world in

terms of revenues (after Wal-Mart and Carrefour) and the
second-largest in terms

of profit (after Wal-Mart). It has stores in 14 countries across
Asia, Europe, and

North America, and is the grocery market leader in the UK,
Malaysia, the Republic

of Ireland, and Thailand. (Wikipedia, 2011)

3. How the key external factors influence Tesco

As any type of company, Tesco has to tackle with the external
factors that

influence the internal organisation. Tesco has to manage with
more macro-

economic factors such as the political factor, meaning that
there is an increase in

unemployment because of the downturn in the world economy, or
the sociological
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factor, for example, because of the increase in immigration from
Eastern Europe,

in the UK there is a higher demand for new goods at Tesco.
(WikiAnswers, 2011)

But the key external factor that this report will focus on is
the environmental

factor, which is a part of the macro-economic factors that
influence the internal of

the organisation. The environmental factor is very important
because the climate

change is affecting transport and supply, and Tesco must adapt
to this factor in

order to resist in the market. (WikiAnswers, 2011)

First of all, the law says that an Environmental Impact
Assessment is

required for all major developments, which may have a bad impact
on the

environment. During this process, information and data is
collected and assessed

before making any decision; for example whether the city council
will let Tesco

build a supermarket in an area or not. (Scarborough, 2011)
Secondly, the

ecologist trend is having a bigger influence on the customers,
so if Tesco wants to

keep its customers it has to adapt and reduce the carbon
footprint. The local

grocery shops may be more expensive, but due to the fact that
they are local,

there is not so much carbon footprint on the products, as there
is no need for long-

distance transportation. (Foe, 2008)

In order to mitigate the environmental problem, in 2009, Tesco
began to

display the full carbon footprint on their products. They
started with the milk and

ended up with much more products. They were the first company in
the UK to take

this initiative. After a research it has been found that there
is an increase in the

customers that now understand what the carbon footprint meaning
is, and

therefore an increase in people who recycle because of this.
(Guardian, 2009)
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Another way they managed to deal with this problem was opening a
zero-

carbon supermarket in 2009. The store is located in Ramsey,
England, and it was

constructed on a frame made from sustainable timber, and also
has skylights

calibrated to allow the natural lighting without raising the
heat level. The

supermarkets location takes advantage of the outside air,
filtering the air through

the vents, and thus reducing cooling expenses. The electricity
required in the store

comes from an inside generator that runs on renewable materials,
such as used

vegetable oil, and this generator also provides the heating. The
water required to

flush the toilets comes from a rainwater collection system.
Tesco also established

a free bus route, from the centre to the supermarket, to
encourage customers to

lower their carbon emissions. (Environmental Leader, 2009)

4. Tesco market structure

As any type of organisation, Tesco belongs to a market
structure. Market

structures refer to how much competition there is in a specified
market between

the producers. (BA Business Operations lecture notes, 2011)

The market structures that exist are perfect competition,
oligopoly,

monopoly, and monopolistic competition. The perfect competition
is a theoretical

structure, being used more as an example, as a guidance line,
but no organisation

really falls into this type of market structure. A market
structure is described as

monopoly if one big company owns the most part of the market
share, being the

price maker. It can set the price for the market, having no
direct competition. The

monopolistic competition is the most common of the market
structures; there are

many firms in the industry, different products with close
substitutes, and it is easy
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to enter the market, compared to the other types of structures.
(BA Business

Operations lecture notes, 2011)

This report will insist more on the oligopoly type of market. In
this market

structure there is a small number of large companies, each of
them having a

significant share of the total market. The firms that belong to
oligopolistic

competition are price setters, meaning that they set the price
for the market;

however this does not mean that they can put whatever price they
want, because

they are in competition and will try to beat the price of the
other companies, this

resulting in price wars. The products are a little different,
not being exactly the

same. (BA Business Operations lecture notes, 2011)

When relating the definition of oligopoly given above to Tesco,
it is clearly

visible that Tesco belongs here. The groceries market in the UK
is dominated by

Tesco, Asda, Sainsbury and Morrisons, thus a small number of
large companies

which dominate the market. (Bized, 2003) In order to win
customers over their

competition, Tesco sets lower prices than them, and they often
compare prices in

store; for example a product will have the price in Tesco and in
the right it will be

shownAsdas price, which will be higher. This actually works very
well, as from the

Customer Question Time Research done in the supermarket the
customers

actually said that the fact that they show their price and their
competitors price,

give the customer the confidence to buy, and the customers also
say that Tesco

gives them good value for money. (Tesco, 2006)
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5. Customer segmentation analysis

5.1. Market & Marketing

Tesco has a Heterogeneous market because its customers have
different

requirements; however some products are Homogenous (meaning
customers

have the same requirements). Tesco combines the market types
together which in

the long run is Heterogeneous. The supermarket giant uses target
marketing that

accompanies the Heterogeneous market to ensure their products
are suitable for

all types of customer needs. Tesco has 3 main target markets
(Upmarket, Mid-

market and Less-affluent), which can be easily be digested into
small groups,

ensuring all types of customers unique requirements are met. It
appears that

Tescos customers tend to prefer to mid-market products. (Picture
1 in

appendices)

Also Tesco has some branded products, used generally to segment
the

market. The statistics show that there is a high demand for
middle and lower class

products, with upper being having the least. Picture 2 in the
appendices section

clearly illustrates the small groups that were mentioned
previously. The store

brand Finest and Organic ranges fall into the Up-market
category. Other prestige

brands are in this category as well. The health /dietary
conscious ranges (Healthy

Eating, Healthy Living and Free from) sit in between the
Up-market and Mid-

market categories. The normal store brand and Kids are in the
Mid and Less-

affluent markets, as an addition they compete with other brands.
Tesco value is a

Less- affluent range.
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5.2. Geographic

Tesco uses a mixture of Psychographic, Behaviouristic and
Social-

Economic segmentation techniques, which are beneficial for the
brand to know

what customers would like in certain areas. This includes
Regional, Nationwide

and Worldwide (effects selection of products, the type of
settlements can also be

another factor to consider, ranging from Hamlets, Villages,
Towns, Cities and

Mega Cities (effects size of shops)). Climate can provoke the
variety of

merchandises which accompany all the previous factors (hot,
cold, wet and dry).

Tesco has a number of different types of stores depending on the
location and

demands of the customer (Picture 3 in the appendices).

The graph in the appendices (Picture 4) shows density of sizes
of shops, by

having an increase of small and large stores the brand can
enable customers loyal

and new to have easy access to the shops no matter where they
live.

5.3. Demographic

This is the most popular type of customer segmentation, as it is
specifically

tailored to be personal. Age, sex, marital status, family stage
in life cycle, income

Size of shop Type of settlement

Hypermarket Mega city, City, Town

Superstore City, Town

Compact Superstore Town, Village

Metro Village, City, Mega city

Express Hamlet, City, Mega City, Town
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and culture play major roles to offer what exactly each
individual client requires

(See Picture 5 in the appendices); the Tesco Club card reward
scheme collects

data on what customers purchase which is used to create special
deals.

5.4. Socio-Economic

This type of segmentation includes income, occupation and
education and

social class. This particular type of segmentation may be useful
because the

income is directly connected with the ability to buy. Tesco
target market based on

socio-economic characteristics is shown in picture 6 in the
appendices.

5.5. Psychographic

Psychographic segmentation, as Kotler (2008, p. 415) said,
represents the

division of customers in separate groups based on social class,
lifestyle or

personality characteristics. The main reason to have this type
of segmentation too,

is because people belonging to the same demographic group may
have very

different psychographic habits. (See picture 7 in the
appendices)

6. Tesco Marketing Mix

The marketing mix, one of the leading ideas in modern marketing,
is a

concept Tesco uses in order to satisfy customers falling into
their target market.

They achieve this by manipulating a set of variables, also known
as the four Ps;

price, promotion, place and product. There is a certain standard
for each of the

four variables that Tesco tries to maintain whereas the market
they are working in.

By handling the four Ps as dictated by a particular market and
its consumers,

they are able to maintain their brand standard.


	
8/3/2019 Tesco Supermarket

11/20

The idea of marketing mix is best defined by Kotler (2008, p.
49) as being

The set of controllable tactical marketing tools that the firm
blends to produce the

response it wants in the target market. The marketing mix
consists of everything

the firm can do to influence demand for its product. (Kotler,
Armstrong, 2008, p.

49)

However, the idea of four Ps express the sellers point of view
and each P

transcripts, from a consumers viewpoint, to the four Cs, meaning
that each

marketing tool must bring a benefit to the customers. Kotler
says that the four Cs

would be: customers needs and wants, cost to the customer,
communication and

convenience. (Kotler, Armstrong, 2008, p. 51) Tesco is one of
the companies that

considers each viewpoint and meets the demand of its
customers.

6.1. Product

The product represents the sum of all goods and services that
the company

offers the target market. In order to establish a wider target
market as possible,

Tesco has a whole range of products destined to satisfy
customers needs and

wants. Besides many types of groceries and foods that come from
different

producers, Tesco has, in shops, its own branded products split
into different

categories depending on customers requirements: Tesco Value,
Tesco, Tesco

Kids, Tesco Finest and even Tesco Organic (organic food is a
trend these days).

Also the cultural aspect is a very important and Tesco takes
into consideration that

in a multicultural country, as UK is, they must have different
types of foods like

Indian, Chinese and Italian in order to address as much
customers as possible.


	
8/3/2019 Tesco Supermarket

12/20

The one weakness would be that, taking into consideration the
wide range of

products, not all the products have a high quality standard.

6.2. Price

Price is the most flexible element of the marketing mix and is
the only one

producing income. Because of that, price is the principal
problem of many

marketers and most do not handle pricing well. The hardest part
about setting the

price is because has to be high enough so customers do not doubt
the quality of

the product and low enough to be affordable. Tesco takes in
consideration, when

they set the prices, the cost to the consumer. This is why they
have a range of

prices and also they use different pricing strategies (like buy
one get one free or

buy two and pay less) to attract customers and reduce price
without actually

lowering it. This ensures the customers will buy more without
thinking that the

quality of the products has gone down.

6.3. Promotion

The promotion mix, also called marketing communication mix,
consists, as

Kotler said, a mixture of elements as sales promotion, public
relation, personal

selling and direct marketing used by companies to effectively
communicate

customer value and construct customer relationships. The major
promotion tools

are: advertising, sales promotion, public relations, personal
selling and direct

marketing. The main marketing tool used by Tesco the Clubcard.
Through it,

customers can gain points which will turn later on into vouchers
to spend at Tesco

shops. Also, by using this tool, Tesco gathers important
information about the

customers (when someone applies for a Clubcard they have to give
some
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personal information) which can be used in order to satisfy
customer needs.

Although the information collected is very useful, some argue
that by collecting

personal data individual privacy may be violated. Other things
used by Tesco are:

advertising (internet, boards, TV), sales promotion and direct
marketing.

6.4. Place

The place refers to the physical distribution and retailing in
distributing

products from the producer to the consumer. This refers mainly
to the places

where Tesco has its shops and the different types of
supermarkets classified by

purpose. Firstly, there are the Tesco Extras, hypermarkets, with
the purpose of

destination shops, usually placed in the proximity of big cities
where every product

retailed by Tesco is available. Secondly, Tesco Superstore,
large supermarkets,

destined for weekly shop, placed in cities and towns have most
of the products

distributed by Tesco. Thirdly, Tesco Metro, smaller shops,
placed in cities or big

cities have the advantage of being compact. Lastly, Tesco
Express, the smallest of

the range, where a small number of goods are available are found
everywhere

from a small village to a big city. The main reason for having
many types of shops

is covering more ground and in conclusion attracting more
customers.

7. Conclusion

In conclusion Tesco is one of the most important retailers in
the world. They

are placed third in terms of revenues (after Wall Mart and
Carrefour) and second

in terms of profit (after Wall Mart). Tesco has a long history
spanning over 87

years during which they managed to open stores in 14 countries
across 3

continents and gain customer understanding used today to
progress even further.
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Tesco takes great care to external factors that may influence
their retail

business, especially to the environmental factor which is a
trend these days.

They are the top retailer in the UK competing in an
oligopolistic competition

with Asda, Sainsbury and Morrisons. They use different
segmentation techniques,

a beneficial thing because different people want different
things and Tesco wants

to gain as much customers as possible. Their main marketing tool
is the Clubcard

through which Tesco gains important information about their
customers needs

and wants. They use that information with the marketing mix in
order to manipulate

the four Ps in a way to reach to customers expectations
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Picture 5 Demographic Segmentation

Picture 6 Socio-Economic Segmentation

Small local business such as

B&Bs, bars, restaurants and

schools, buy in bulk.
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Picture 7 Psychographic segmentation
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