



Introduction
It is important to understand the implications for financial performance to determine a company's economic viability and trajectory. Financial ratio analysis, based on accounting principles, is a pragmatic means of evaluating profitability, liquidity, leverage, and other forms of efficiency. Building upon Woods (2015), the ratios act as a basis for understanding the extent to which a business can utilise its resources efficiently to create a return for shareholders. Accordingly, Tesco PLC, as one of the largest retailers in the UK, gather attention due to its resilience, innovation, and engagement with stakeholders. As the financial landscape, and therefore performance, becomes more volatile, the same is needed for our interpretation of how performance aligns with stakeholder expectations, risk management, and corporate governance (Wood, 2015).
Tesco faces several challenges, including inflation, maintaining competitive pricing, supply chain disruptions, and a changing regulatory environment. However, the organisation has established itself as a leader in the retail space due to its impressive digital operations, commitments to the environment, and cost containment efforts. According to Choi and Wang (2009), companies that develop strong stakeholder relations tend to have more sustainable and persistent financial performance. Tesco describes its strategic initiatives over the past two years as proactive and demonstrates a focus on processes such as value pricing, personalised promotions, and unwinding of non-core operations (Choi & Wang, 2009).




Company Overview
Tesco PLC operates in five geographically distinct countries, the UK, the Republic of Ireland, the Czech Republic, Hungary, and Slovakia. Its portfolio includes grocery, financial services, and digital operations creating a diversified participant in the European retail market. Founded in 1919, Tesco has become a high-performing organization based on using data science, through Dunnhumby, online expansion, and taking on ever-increasing service levels. In recent times, Tesco has embraced its "Every Little Helps" ethos in terms of providing value, quality and a focus on sustainable business practices, which all fall under the company and corporate strategy tied to good governance practices, supply chain relationships, and long-term social responsibility goals (Tesco PLC, 2023; Tesco PLC, 2024).
From a governance perspective, Tesco has improved its board composition and stakeholder representation while continuing to invest in employee welfare. This supports Ismail’s (2017) argument that structured governance approaches combined with transparent stakeholder communication in pre- and post- financial performance can have a positive effect. For example, the decision to divest some assets of Tesco Bank and streamline aspects of the business had a positive impact on capital liquidity, mitigated regulatory risk and health of balance sheet (Ismail, 2017).
Comparative Financial Performance Summary
The table below shows the financial indicators of Tesco for fiscal years 2023 and 2024.
	Metric
	2023
	2024
	% Change

	Group Sales (£bn)
	57.2
	61.5
	+7.5%

	Statutory Revenue (£bn)
	65.3
	68.2
	+4.4%

	Adjusted Operating Profit (£m)
	2,509
	2,829
	+12.8%

	Statutory Profit Before Tax (£m)
	882
	2,289
	+159.5%

	Operating Profit (£m)
	1,410
	2,821
	+100.1%

	Adjusted Diluted EPS (p)
	20.53
	23.41
	+14.0%

	Statutory Diluted EPS (p)
	8.81
	24.53
	+178.4%

	Dividend per Share (p)
	10.90
	12.10
	+11.0%

	Retail Free Cash Flow (£m)
	2,133
	2,063
	-3.3%

	Net Debt (£m)
	(10,493)
	(9,764)
	-6.9%

	UK Market Share (%)
	27.3
	27.6
	+1.1%

	Group Net Promoter Score
	15
	19
	+26.7%



The substantial rise in profitability metrics, specifically operating profit and EPS, reflects the effectiveness of Tesco's strategy through economic uncertainty. The company remained positive in the face of cost pressure, benefitting from its digital transformation and value-led pricing (Tesco PLC, 2024). 
Ratio Analysis and Interpretation
Profitability Ratios
Tesco's operating profit margin increased from 2.46% in 2023 to 4.59% in 2024 which demonstrates improved control of operating costs and enhanced core business performance. In support of this ratio's relevance, Dyson (2010) asserted that operational profitability is a critical measure of the efficiency of a business's operation. Tesco's ability to increase margin while increasing revenues indicates both resilience and operational maturity (Dyson, 2010). Adjusted operating profit margin increased from 4.39% to 4.60%, indicating that even while excluding extraordinary items, Tesco is reporting higher profitability. Both ratios indicate that core operations exhibit improved efficiency and profitability characteristics required for sustainability in long-term viability (Hasidi, Baheri & Hajar, 2024).
Earnings Per Share (EPS)
The adjusted EPS increased by 14%, rising from 20.53p to 23.41p, and the statutory EPS increased by over 178% driven by lower exceptional losses and strong revenue growth. EPS is a key measure of the return to shareholders and is frequently used by analysts as a measure of the value of a company (Ohlson, 1995). The high EPS increase indicates that Tesco’s profits were not simply for show, but were instead distributed to shareholders (Ohlson, 1995). To add, the improvement in EPS indicates that Tesco has a balance in creating shareholder value, reinvestment and cost rationalisation - traits often exhibited by high performing companies (Bisht, 2021). 
Liquidity and Leverage Ratios
Tesco’s net debt improved from £ (10.49) billion in 2023 to £ (9.76) billion in 2024, representing a 6.9% improvement. Reducing debt increases the degree of freedom regarding creditworthiness, reinvestment, and dividend pay-outs. Effective management of liquidity contributes to profitability by reducing the risk of financial distress (Madushanka & Jathurika, 2018). Tesco’s lower net debt suggests effective planning and is particularly after the sale of Tesco Bank (Madushanka & Jathurika, 2018).
Retail Free Cash Flow decreased modestly from £2,133m to £2,063m, representing a 3.3% decrease. While this would suggest increased capital expenditure or investment, it is still a healthy amount of free cash flow. Positive free cash flow or cash liquidity provides freedom to invest and stability during volatile periods (Bisht, 2021). Even though Tesco had higher cash outflows for investments in logistics and sustainability, it still reflects financial health (Bisht, 2021).
Market Position and Customer Loyalty
Tesco's UK market share increased slightly from 27.3% to 27.6%, which indicates the strength of its position in the competitive grocery marketplace. A sustained increase in market share is evidence of customer trust and an effective management of supply chains. This increase in share is further accentuated by Tesco's commitment to customer value via Aldi Price Match, and Clubcard Prices providing meaningful price alignment in areas such as groceries (Benrqya & Jabbouri, 2021).
The Net Promoter Score (NPS), which is a proxy for customer satisfaction and loyalty, has improved over the previous year from 15 to 19. In Choi and Wang's (2009) view, customer satisfaction is the key driver of long-term financial performance, apart from financial success. Tesco has made significant investment in customer data science which has helped them become more personalised through Dunnhumby and improved their online customer experience, all of which contributes to improved NPS (Choi & Wang, 2009).
Strategic Interpretation of Performance
One of the most evident indicators of Tesco's capacity of strategy is the increase in statutory profit before tax, from £882 million to £2.289 billion (159.5%). Improvements in margins, disciplined cost management, and exiting the credit & loans division of Tesco Bank, certainly helped to create this increase in profitability in such a short timeframe. As noted by Li (2023) divestiture such as those noted are purposefully executed during transitions to new accounting standards like IFRS 16, as it helps to simply a balance sheet and improve cash flow (Li, 2023).
Operationally, Tesco has continued to achieve or exceed its £1.2bn cost-savings target, enhanced the online delivery area, and launched more than 1,400 " Whoosh" rapid delivery. These initiatives not only develop revenue streams but reinforce Tesco’s sustainability effort through electric delivery vans which reduces carbon footprints (Tesco PLC, 2024; Türkmen, 2014).


Strategic Suggestions
Increase investment into AI and digital infrastructure
To improve customer segmentation, demand forecasting, and dynamic pricing, Tesco needs to increase AI and digital infrastructure (Antreas & Ballantine, 2017). Dunnhumby supports big data personalisation which Tesco could further improve upon to increase conversion and decrease churn.
Monetise ESG
Tesco has eliminated over 2.3 billion pieces of plastic and has started biofuel initiatives, moving toward standardised green product lines and carbon labelled products would enable Tesco to monetise its sustainability initiatives. Sughra (2019) found a direct relationship between CSR and financial performance within the UK retail sector (Sughra, 2019).
Expand strategic financial partnerships
The Tesco-Barclays partnership should be leveraged to develop innovative financial products such as co-branded credit cards or personal finance management tools, while limiting full exposure to regulatory difficulties (Li, 2023).
Optimise Working Capital
Tesco should improv​e liquidity by reducing inventory days and expediting timely supplier payments. Releasing additional cash flow will help in strategic investments for technology and leading retail formats (Bisht, 2021; Dyson, 2010).



Strengthen Corporate Governance transparency
High levels of transparency, board diversity, and stakeholder communication ensure ongoing investor confidence. Ismail (2017) contended that corporate governance qualifies risk while supporting continued performance consistency (Ismail, 2017).
















Conclusion
The ratio analysis of Tesco PLC from 2023 to 2024 indicated a considerable strengthening of financial health. With operating profit doubling, EPS rising by 14%, and statutory earnings tripling. Despite global inflation and operational delay, Tesco not only continued to maintain market leadership, but also increased stakeholder satisfaction. The organisation has employee performance frameworks alongside financial strategies that incorporate long-term sustainability objectives that aligned with stakeholder expectations. Tesco continues to solidify its position as a responsible customer-led and financially stable organisation. 
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