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Introduction:

The global business environment continues to evolve rapidly, driven by a combination of digital transformation, shifting geopolitical dynamics, rising sustainability regulations, and increasingly complex international supply networks. For multinational retailers such as Tesco—one of the world’s largest grocery and general merchandise companies—these forces shape not only strategic direction but also daily operational realities. In an era of heightened global interdependence, companies face both unprecedented opportunities for market expansion and significant exposure to volatility. Understanding these changing global forces is crucial for firms operating across borders, as their ability to adapt defines long-term competitiveness.

Tesco’s operations across Europe and Asia make the company extremely sensitive to global economic conditions, regulatory shifts, technology adoption, and cross-border supply chain risks. The retailer sources products from over 70 countries and serves millions of customers globally, making the organisation deeply embedded in the international marketplace. This essay evaluates how major global forces—globalisation, artificial intelligence (AI), geopolitical disruption, and sustainability regulation—shape Tesco’s international strategy and operations. It also provides strategic recommendations to help Tesco maintain resilience and competitiveness in a complex and unpredictable global environment.

Opportunities and Challenges Presented by Globalisation

Globalisation continues to provide multinational firms with access to vast supplier networks, new markets, and diverse talent. For Tesco, globalisation offers several strategic advantages. One significant opportunity is global sourcing, which allows Tesco to procure fresh produce, clothing, and manufactured goods at competitive prices from suppliers across Europe, South Asia, and East Asia. According to Wild et al. (2020), global supply chains give retailers the ability to access high-quality products at reduced costs, enhancing their ability to offer value to price-sensitive consumers.

Another benefit of globalisation is knowledge-sharing across international markets. Rugman and Verbeke (2017) emphasise that multinational firms can leverage organisational learning to improve performance across multiple regions. For Tesco, innovations introduced in the UK—such as predictive analytics, digital inventory systems, and online retailing—have been transferred to its Central European stores, resulting in lower waste, better stock accuracy, and more efficient distribution.

However, globalisation also presents challenges. Christopher (2022) notes that global supply chains are increasingly exposed to external shocks due to geopolitical tensions, natural disasters, and international transport constraints. Recent disruptions such as the Red Sea shipping crisis in early 2024 and the ongoing Russia–Ukraine conflict have affected imports of wheat, sunflower oil, and packaged goods. These disruptions have raised costs and reduced product availability in Tesco’s European stores. Furthermore, differing regulatory requirements across countries—relating to food standards, labour laws, and environmental compliance—make it more difficult for Tesco to standardise operations globally (Hill & Hult, 2021). Rising competition from local retailers with stronger cultural knowledge also poses a challenge, especially in emerging markets where consumer preferences differ significantly from the UK market.

Analysis of Major Global Forces (2024–2025)

Artificial Intelligence and Technological Transformation

Artificial intelligence is increasingly reshaping retail through improved demand forecasting, near-perfect inventory accuracy, personalised promotions, and automation of in-store operations. Davenport et al. (2020) argue that AI enhances decision-making by improving predictive accuracy and reducing reliance on manual tasks. Tesco uses AI to optimise stock levels, predict sales demand, prevent waste, and personalise loyalty-card recommendations through its high-performing Clubcard database.

Beyond customer engagement, automation in warehouses and the introduction of AI-powered self-checkout systems increase Tesco’s overall operational efficiency. However, these systems require substantial financial investment and a workforce equipped with digital and technical skills. According to the ILO (2023), global shortages in digital competencies make it difficult for firms to recruit data specialists, AI engineers, and cybersecurity analysts. McKinsey (2023) further warns that growing digital dependence increases cybersecurity vulnerabilities, making it essential for multinational retailers to strengthen cyber-protection frameworks.

Geopolitical Instability and Supply Chain Disruption

Geopolitical tension is one of the most significant threats to Tesco’s international operations. Baldwin (2022) argues that global value chains are increasingly shaped—and disrupted—by political and economic conflict. For Tesco, disruptions have emerged in several areas:
· Red Sea attacks (2024): Increased shipping delays from Asia have extended lead times for clothing, electronics, and packaged goods.
· Russia–Ukraine conflict: Sanctions and restricted access to agricultural commodities have raised input prices.
· Brexit: Additional customs checks and regulatory divergence have complicated UK–EU food trade, raising administrative and transportation costs (Allen & McLaren, 2021).

In response, many global firms—including Tesco—are adopting “friend-shoring” strategies, sourcing from politically stable countries. Antràs (2023) notes that while this approach improves supply chain resilience, it may increase procurement costs and reduce efficiency.

Sustainability Regulation: The EU CSRD

Sustainability regulation is another important global force affecting Tesco’s operations, particularly the EU’s Corporate Sustainability Reporting Directive (CSRD). This regulation requires large firms to report detailed sustainability performance data across areas such as carbon emissions, working conditions, and human-rights risks. Eccles and Klimenko (2019) argue that high-quality sustainability reporting improves investor trust while lowering long-term financial risk.

Tesco has already made considerable progress in sustainability through energy-efficient stores, renewable energy use, and waste-reduction initiatives. CSRD compliance strengthens Tesco’s reputation, particularly among environmentally conscious European consumers. However, the requirements present operational challenges. The OECD (2021) stresses that collecting accurate ESG data from complex supply chains—especially when suppliers are small businesses lacking digital tools—is difficult and resource-intensive. Tesco must therefore invest in training, digital reporting tools, and more robust data verification systems.

Impact on Tesco’s International Strategy and Operations

The global forces discussed have a profound impact on Tesco’s international strategy:
· Technology: AI enhances customer insights, operational accuracy, and efficiency, pushing Tesco toward more automation and data-driven decision-making.
· Geopolitics: Heightened global uncertainty pushes Tesco to diversify suppliers, increase stock buffers, and invest in resilient planning.
· Sustainability: CSRD and stakeholder expectations encourage Tesco to innovate eco-friendly packaging, reduce emissions, and improve supply chain transparency.

These forces require Tesco to continuously adapt its strategy, invest in technology, and strengthen both operational and supply chain resilience.



Strategic Recommendations

1. Strengthen AI and Digital Infrastructure
· Expand AI capabilities across international forecasting and organization systems.
· Increase investment in cybersecurity and real-time threat monitoring.
· Introduce internal digital academies to train employees in data analytics.

2. Build Supply Chain Resilience
· Diversify sourcing toward politically stable and geographically closer suppliers.
· Increase nearshoring and regionalisation for high-risk product categories.
· Implement AI-enabled risk-monitoring tools to anticipate disruptions.

3. Enhance Sustainability and CSRD Compliance
· Adopt unified ESG reporting platforms for all suppliers.
· Provide training and digital reporting tools to small suppliers.
· Increase investment in recyclable materials and long-term waste-reduction systems.

4. Improve International Market Agility
· Expand e-commerce platforms across Europe and Asia.
· Tailor product offerings based on local cultural preferences.
· Build flexible sourcing and production systems capable of rapid reconfiguration.

Conclusion:

Tesco faces a rapidly evolving global environment shaped by technological innovation, geopolitical instability, and rising sustainability expectations. While these global forces create opportunities for efficiency, innovation, and market expansion, they also increase the complexity and vulnerability of international operations. By strengthening digital infrastructure, enhancing supply chain resilience, and maintaining leadership in sustainability, Tesco can continue to thrive in a challenging and uncertain global landscape. Adaptability, transparency, and strategic investment will be essential for maintaining competitiveness in 2024–2025 and beyond.

Another important global force influencing Tesco is the changing behaviour of international consumers, who now place greater emphasis on ethical sourcing, health, safety, and value for money. As markets become more globally connected, customer expectations rise, and retailers must adapt to increasingly diverse cultural needs. Tesco’s presence across Europe and Asia means it must continuously adjust its product range, pricing strategies, and marketing communications to reflect local preferences while maintaining a consistent global identity. For example, demand for plant-based foods, healthier ready meals, and sustainably sourced seafood has increased across multiple countries, pushing Tesco to innovate rapidly. In addition, global inflationary pressures have led consumers to seek affordable private-label alternatives, prompting Tesco to expand its value ranges. The company must therefore strike a balance between cost efficiency, cultural relevance, and brand consistency. Proactively responding to these shifts will strengthen customer loyalty and support Tesco’s long-term competitiveness across international markets.



References:

· Allen, W. & McLaren, J. (2021) Brexit and Trade: Economic Implications. Cambridge University Press.
 https://www.cambridge.org/core/books/brexit-and-trade/3CFE2C91C5E9F2F4D403BBB6D57FA1C8

· Antràs, P. (2023) ‘Reconfiguring Supply Chains in a Fragmented World’, Journal of International Economics.
 https://www.sciencedirect.com/science/article/abs/pii/S0022199623000907

· Baldwin, R. (2022) The Great Convergence Revisited: Geopolitics and Global Trade. Oxford University Press.
 https://global.oup.com/academic/product/the-great-convergence-revisited-9780198852422

· Christopher, M. (2022) Logistics and Supply Chain Management. Pearson.
 https://www.pearson.com/en-gb/subject-catalog/p/logistics-and-supply-chain-management/P200000003853/9781292349440

· Davenport, T., Guha, A. & Grewal, D. (2020) ‘How AI Will Change Retail’, MIT Sloan Management Review.
 https://sloanreview.mit.edu/article/how-ai-will-change-retail/

· Eccles, R. & Klimenko, S. (2019) ‘The Investor Revolution’, Harvard Business Review. https://hbr.org/2019/05/the-investor-revolution

· Hill, C. & Hult, T. (2021) Global Business Today. McGraw-Hill.
 https://www.mheducation.com/highered/product/global-business-today-hill-hult/M9781264061537.html

· ILO (2023) Digital Skills for a Changing Workforce. https://www.ilo.org/global/publications/research-papers/WCMS_864672/lang–en/index.htm

· McKinsey Global Institute (2023) Global AI Adoption Report. https://www.mckinsey.com/capabilities/quantumblack/our-insights/global-survey-the-state-of-ai-in-2023

· OECD (2021) Responsible Supply Chains and ESG Transparency. https://www.oecd.org/corporate/responsible-business-conduct-and-due-diligence/

· Rugman, A. & Verbeke, A. (2017) International Business. Routledge. https://www.routledge.com/International-Business/Rugman-Verbeke/p/book/9781138650256

· Wild, J., Wild, K. & Han, J. (2020) International Business: The Challenges of Globalization. Pearson. https://www.pearson.com/en-us/subject-catalog/p/international-business-the-challenges-of-globalization/P200000004363

image.png
University of Wales

Trinity Saint David
BIRMINGHAM




