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Executive summary

Within this formal report it will provide an overview of the development of Tesco and a description of its current product portfolio. The report will discuss how Tesco has planned, communicated, monitored and reviewed previous attempts to resolve its problems within the last 5 years, providing a description of the nature, scope and impact of the current problems Tesco face. Using information undertaken from research the report will demonstrate a SWOT analysis, PESTLE analysis and a STAKEHOLDERS analysis. Based on this analysis the report will draw a conclusion which clearly identifies the main issues Tesco face and provide recommendations where possible.
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[bookmark: _Toc5819046]Terms of Reference:

This report was requested by Laura James during January 2019. The report has been compiled using various research studies on TESCO and its current problems by Shahidur Rahman, the will be summited on 5th April 2019.
[bookmark: _Toc5819047]Procedures:

Various information sources have been studied to compile this report. Given information During In class studies, text books, newspaper articles, journals, websites and online library at university of trinity saint David.
[bookmark: _Toc5207027][bookmark: _Toc5819048]Introduction:
[bookmark: _GoBack]
Tesco is one of the world’s largest leading retailers and has become a well-established brand within the supermarket establishment. It has excelled in profits and market space within a decade of its primary stall in east London in 1919, when Jack Cohan began selling surplus groceries. Jack Cohan mission statement was ‘putting affordable food in the reach of everybody’ (Tesco.com 20/03/19).  With this believe Tesco currently operates 6,966 stores in nine countries across Europe and Asia. Tesco one of the largest foods and grocery sellers in the UK, also sell non-food products. Tesco offer an extensive range of products including fresh food, bakery, beverages, clothing, Tesco fuel, baby products, fresh flowers, toys, alcohol, home enhancements, technology and gaming, health and beauty essentials, electrical appliances, sports and leisure products, home entertainment, optical services and personal finance. It offers its products under the brands Tesco Finest, Everyday Value, Tesco Loves Baby, Tesco Lotus, Tesco kipa, Tesco Bank, F&F Clothing and Tesco Value Choice (MarketLine, 2018).
The company reported revenues of £57,491 million for the financial year ended February 2018 (FY2018), an increase of 2.8% over FY2017. In FY2018, the company’s operating margin was 3.2%, compared to an operating margin of 1.8% in FY2017. The net profit of the company was GBP1,206 million in FY2018, compared to a net loss of £40 million in FY2017 (MarketLine, 2018).
[bookmark: _Toc5819049]Findings:

[bookmark: _Toc5819050]The development and improvement of Tesco:

Tesco has been predominantly successful because of its powerful brand originating form Jack Cohan primary vision ‘putting affordable food in the reach of everybody’ (Tesco.com 20/03/19). It has a reputation for value, low prices and for being customer focused. The name Tesco came from the initials TES of Stockwell and CO of Cohan. In 1924 Tesco launched its very own branded Tesco tea, Jack Cohan first store sold great value for money dry goods and its own branded tea which was based in Burnt Oak, Edgware, North London in 1929. During the 1930’s Jack Cohan invest into land and stores for the expansion of Tesco which advanced across London, into the suburbs and surrounding. During 1940’s after Jack made a short visit to North America and following research Tesco opened its self-service store, allowing Tesco to reach the stock exchange platform. Jack continued the development during 1950’s after Tesco brought another 500 stores across the nation. By 1960’s Tesco expanded extensively which provided Tesco with more retailing control on what Tesco can offer customers, however after facing significant competition from its competitors, Tesco widened its branding, by offering its customers domestic goods and clothing cheaper than traditional suppliers. Also, during the 1960’s Tesco launched a loyalty scheme for its loyal customers, the ‘Green Shield Stamp’ which could be traded for a variety of great value products. Crawley, West Sussex was fortunate to be provided with the first 40,000 sq. Ft superstore in 1968. In 1970’s Tesco extended its competition by offering cut-price fuel for UK’s motorist at its forecourts. 
The co-founder Jack Cohan passed away in 1979. supermarket complexity was effecting Tesco and its competitors in the 1980’s, that’s when Sir Ian Maclaurin initiated a strategy called ‘checkout 82’ which reduced the price of food items by 3% - 26% which supported the original principle of Jack Cohan ‘put affordable food in the reach of everybody’ (Tesco.com 20/03/19).  Again, Tesco enters a new platform in 1985 as Tesco launched its own-branded ‘healthy’ eating range at affordable prices and an immense range of ‘high quality’ products, showing key involvement within society. Tesco being the largest supermarket observed its profits and maintained a concern for the environment. A new approach of engaging with the social environment was developed, with a scheme offering computers for schools was launched in 1992, which contributed a substantial figure of £185 million worth of equipment for schools around the UK. During 1990’s Tesco made key strategy changes, developing small stores i.e. Tesco Metro and Tesco Express forcing small shops to close with price-cuts, it also introduced Tesco Extra which would attract electrical goods consumers. Within that period Tesco launched a new strap line ‘Every Little Helps’ which attracted 1.3 million new customers between 1993-1995 (Tesco.com 20/03/19). Tesco was the first UK retailer to offer service commitment of ‘one in front’ initiative, which eliminated queues by 45%.
In 1995 Tesco ventured out within Europe, opened stores in Hungary and planned to open stores in Czech Republic, Slovakia, Poland, Thailand and India continuing the determination of expansion. Tesco once again proved loyalty to customers with the launch of ‘Tesco Clubcard’ attracting 5 million customers within the first year, which helped to overlook Sainsbury’s market share. During 1997 Tesco intended to accommodate for the financial sector, offering customers ‘Tesco personal finance’, having launched this service Tesco was taken by surprise, having received over 300,000 applications for new saving accounts. In 1998 the capitalizing of Tesco became for demanding and want the more up market and elegant customers to shop at their stores, again Tesco launched a new own band ‘Tesco Finest’ range of products.
At the start of the new millennium 2000 Tesco made its vastest move, with the launch of Tesco.com again attracted a phenomenal Number of online customers, over 200,000,000 visiting every month. Tesco continued their growth strategy, a new addition of clothing Florence and Fred (F&F) was added to their portfolio of products and brands. Tesco intended to dominate the supermarket industry and brought out one of the UK’s largest convenience stores. In 2009 Clubcard was re-launched with a £150 million investment contribution and enticed customers with ‘double up’ vouchers.
In 2010 Tesco had a new catchphrase ‘putting customers at the heart of everything’, having a new strategy in place Tesco launched new everyday value range for customers seeking more value or shopping on low budgets. Tesco certainly looked after its customers and offered continuous beneficial schemes, Clubcard points where linked to Tesco mortgages, which again could be redeemed for shopping vouchers. Tesco customers saved £1.5 billion within the first year of the government bag charge scheme and Tesco showed another appreciation of their social and environmental concerns, by re-investing all the funds into green spaces in local communities. Within this new era and a new strategy in place, many Tesco stores commenced free fruit for children, aiming to change the eating habits of children.
During in 2016 Eight fresh food bands where introduced which improved the value to its current collection of many own bands and only found exclusively at Tesco i.e. Stockwell and Co, Ms Molly, Healthy Food Co, Creamfields, Eastman’s, H.W. Neville, Butchers Choice and The Grower’s Harvest. Finally, 2018 Tesco merges with the largest wholesaler ‘Brookers’ group and proclaim a new brand ‘Jack’s’ named after its founder Jack Cohan with a strong massage to customers ‘great-tasting food at the lowest possible prices’, this merge will bring value to customers, suppliers, shareholders and many other stakeholders (Tesco.com 25/03/19). This merge will hold immense treat to its competitors on a global scale.
[bookmark: _Toc5819051]Current Tesco Problems:

Currently Tesco is under the threat of proposed merger of Sainsbury’s and ASDA. (Kollewe and Jolly 2019) suggest the merger amongst Sainsbury’s and Asda will have raised concerns after Britain’s competition watchdog warned possible higher prices and downgraded quality and reduce choice for customers. In a clear statement, the Competition and Markets Authority (CMA) said the merger would create a “substantial lessening of competition at both a national and local level”, this suggestion was made after an investigation into the proposed deal and a possible threat for Tesco. However, if the merge did fulfil, Sainsbury’s and Asda would create a market-leading chain with 2,800 supermarkets and smaller stores. Their combined market share would be more than 31%, overtaking the current market leader, Tesco, which has 27.7%. The merged group and Tesco would together control nearly 60% of all groceries sold in the UK. Tesco would need to understand and constantly adapt to how people shop as the markets are continuously changing, as this merge can have substantial effects on every supermarket, online groceries shopping and could disturb fuel prices.
A no deal Brexit would have immense disruption on the UK’s supermarkets; however, Tesco CEO Dave Lewis argues that the Brexit-driven downfall in the pound is increasing prices and warned unless a Brexit deal is secured with the EU by March 2019 deadline, it could head to higher food prices across the nation. Justin King, CEO of Sainsbury’s until 2014 said "One can say very clearly what the direction will be: higher prices, less choice, and poorer quality because all of those dimensions have been improved by these open trading relationships that we've had over the last 40 years." Inflation is currently running at 2.9%, its joint-highest level since the vote to leave the European Union last year (William-Grut 2017). Dave Lewis strongly suggest that whatever the outcome of Brexit, Tesco won’t compromise on choice, quality and its principles as Tesco have a much deeper and richer supply chain than other competitors. Tesco will have to try find ways of modifying and offsetting some of the costs from currency to try and maintain that, and that's what Tesco have been doing. Prime Minister Theresa May admitted that Britain could end up with no deal with the EU at the end of negotiations but has said her government is preparing for the possibility. Three leading UK food academics warned in August that warns Brexit could disrupt supply and prices for food in the UK on a scale "unprecedented for an advanced economy outside of wartime" and the British Retail Consortium has warned of possible shortages on shelves unless the government does more to prepare for post-Brexit trade with the EU. Dave Lewis CEO of Tesco main concern is possible shortages of labour required to pick crops with a no deal Brexit (William-Grut 2017). 
Tesco currently has more than 300,000 UK employees and 2,646 stores in the UK. Jason Terry, the chief executive of Tesco’s UK and Irish business, said the market remained challenging and Tesco needs to remain competitive to maintain their principles and remain customer focused. Therefor Tesco has confirmed up to 9,000 jobs are at risk as it closes many of its undemanding sections i.e. deli counters, fish, meat and other fresh food counters will be closed, effecting 90 stores and 700 stores will remain open, with reduced hours, also some job cuts will be made at head office. Tesco clearly demonstrates the pressure they are under in the current very difficult and uncertain economic climate, as cost-cutting continues. Tesco are trying to simplify the structure of its organisation and the cuts are part of a plan to slash £1.5bn from Tesco’s cost base. The company is also trying to simplify and cut cost to face competitors such as Aldi and Lidl, which are increasingly taking share of the market. Since Dave Lewis took over five years ago, he has cut thousands of jobs. Last winter, 1,700 employees were affected when Tesco stripped out a layer of middle management. It has also closed its Cardiff call centre, with the loss of 1,100 jobs. Bruno Monteyne, an analyst at Bernstein Research, suggested that the latest cuts were likely to save Tesco up to £170m annually and would have been planned and tested for at least a year (Butler 2019).

[bookmark: _Toc5819052]Nature, Scope and Impact:
[bookmark: _Toc5819053]Nature:
[bookmark: _Toc5745762][bookmark: _Toc5747915][bookmark: _Toc5748917][bookmark: _Toc5804379][bookmark: _Toc5819054]Jack Cohan the founder of Tesco opened its first store based in Burnt Oak, Edgware, North London in 1929. Tesco primarily used loyalty schemes and customer focus strategies to build its loyal customer base. In the 1940’s Tesco reached the stock exchange and started turning over a billion pounds in 1979. Tesco’s currently the largest UK retailer with 2,646 stores in the UK alone. Currently facing a provisional treat from Sainsbury’s and Asda, immense pressure on the outcome of Brexit, competition from lower end supermarkets, Aldi and Lidl. Uncertain economic climate, having to make job cuts.
[bookmark: _Toc5819055]Scope:
[bookmark: _Toc5804381][bookmark: _Toc5819056]Tesco currently have six strategic drivers in place which will generate extensive value for stakeholders, the six strategic drivers are:
1. [bookmark: _Toc5804382][bookmark: _Toc5819057]A differentiated band.
2. [bookmark: _Toc5804383][bookmark: _Toc5819058]Reduce operating costs by £1.5bn i.e. simplify business and job cuts. 
3. [bookmark: _Toc5804384][bookmark: _Toc5819059]Generate £9bn from operation i.e. reduce stockholdings.
4. [bookmark: _Toc5804385][bookmark: _Toc5819060]Maximise the mix to achieve a 3.5% - 4.0% margin, by sensibly managing the combination of volume, mix and cost-effectiveness.
5. [bookmark: _Toc5804386][bookmark: _Toc5819061]Maximise value from property, better use of space i.e. carpark space rented out to car hire firms.
6. [bookmark: _Toc5804387][bookmark: _Toc5819062]Innovation.
[bookmark: _Toc5804388][bookmark: _Toc5819063]Many stakeholders will be effect with the implementation of these strategic plans (Tescoplc.com, 2018)

[bookmark: _Toc5819064]Impact:
[bookmark: _Toc5804390][bookmark: _Toc5819065]The strategic plan in place will again have immense impact in the following areas:
· [bookmark: _Toc5804391][bookmark: _Toc5819066]Customers, failure to link and attract customers in-store experience will lead Tesco to be less competitive and lose market share.
· [bookmark: _Toc5804392][bookmark: _Toc5819067]Brand reputation and trust negativity.
· [bookmark: _Toc5804393][bookmark: _Toc5819068]Competition and markets, failure to impose an effective strategic plan, could result in loss of market share.
· [bookmark: _Toc5804394][bookmark: _Toc5819069]Reliable sources and suppliers.
· [bookmark: _Toc5804395][bookmark: _Toc5819070]E.U regulations and custom laws.
· [bookmark: _Toc5804396][bookmark: _Toc5819071]Taxation and inflation rise.
· [bookmark: _Toc5804397][bookmark: _Toc5819072]Brexit will hold immense challenges for the Tesco group as the UK prepares to leave the EU, strain on recruitment, impacting customers, suppliers and employees. These disruptions could have adverse effect on Tesco PLC.
[bookmark: _Toc5819073]SWOT Analysis:
[bookmark: _Toc5804399][bookmark: _Toc5819074]Is great tool for developing an understanding of an organization and decision-making for all sorts of situations in business, SWOT analysis technique is credited by Albert Humphrey (Madsen, Dag Øivind, 2016). The following is a SWOT analysis of Tesco:
[bookmark: _Toc5804400][bookmark: _Toc5819075]Strengths:
· [bookmark: _Toc5804401][bookmark: _Toc5819076]Tesco has a strong brand name
· [bookmark: _Toc5804402][bookmark: _Toc5819077]Vast amount of loyal customers 
· [bookmark: _Toc5804403][bookmark: _Toc5819078]Reliable sources and suppliers
· [bookmark: _Toc5804404][bookmark: _Toc5819079]Maximum use of property and ware house capability 
· [bookmark: _Toc5804405][bookmark: _Toc5819080]Prime location of stores
· [bookmark: _Toc5804406][bookmark: _Toc5819081]Number one online food retailer 
· [bookmark: _Toc5804407][bookmark: _Toc5819082]Loyalty schemes for enticing customers
[bookmark: _Toc5804408][bookmark: _Toc5819083]Weaknesses:
· [bookmark: _Toc5804409][bookmark: _Toc5819084]High use of energy within supermarkets 
· [bookmark: _Toc5804410][bookmark: _Toc5819085]Daily transportation cost is high
[bookmark: _Toc5804411][bookmark: _Toc5819086]Opportunities:
· Improving customer trust
· Opportunity to expand internationally 
· Minimise cost through internet resources 
· Maximize property value
· Innovation of new brands 
Threats:
· Increase in taxation and inflation rise
· Expansion of competitors i.e. Lidl and Aldi
· High maintenance costs
· Merge of Asda and Sainsbury’s
· An increase in job cuts 
· New potential laws
· Social and economic effects 
Having identified the strengths, weaknesses, opportunities and treats many of the weaknesses can be converted to opportunities using energy efficiency methods i.e. solar power and reduce transportation cost with improve software to maintain logistics. Treats can be converted to opportunities or strengths by cutting down maintenance cost to increase productivity and efficiency, improve loyalty schemes to divert customers away from competitors, continuously improving quality to rule the existing market of potential merges of Asda and Sainsburys and use differentiation strategies to make Tesco’s products unique.
[bookmark: _Toc5819087]PESTLE Analysis:
The external environment of an organisation is analysed by PEST analysis. This analysis helps to identify the crucial changes that are taking place around the organisation and which effect it in the future. A PEST Analysis looks at: Political Factors, Economic factors, Social factors and Technological factors. However, this research will only discuss three of these factors.
The following is the PEST Analysis for Tesco:
Economic Factors: 
· Extensive price wars between larger supermarkets 
· Costs of products keep decreasing because of buying power
· Inflation rises 
Political Factors:
· Import and exercise duty
· Taxation rise 
· Less revenue for Tesco
· EU competition laws
Social Factors:
· Demographic issues
· Religion and Business ethics 
· Environmental policies
· Animal welfare policies 
[bookmark: _Toc5819088] Stakeholder Analysis:
A stakeholder is a group or an individual who can affect or can be effect by the achievement of an organisation’s objective. (Freeman, 1984)
stakeholder analysis was created by Mendelow (1991) the power and interest tool. 
Following these theory’s, the following is a stakeholder analysis of Tesco:
Current Tesco stakeholder:
· Management 
· Shareholders
· Employees 
· Strategic partners
· Competitors
· Government 
· media
· Banks
· Customers
· Associations 
· Suppliers 
· Local policy makers
· Civil society organisation 


Power and Interest Matrix Mendelow (1991)
Level of Interest 
				Low					High
	low
	Civil society organisation 
Associations 
	Strategic partners 
Banks 
Competitors 
Shareholders
Suppliers 

	              Power
High

	Media 
Local policy makers 

	Management 
Employees 
Customers 



The above matrix characterises many of the stakeholder into individual boxes of importance. It can be argued that management, employees and customers are of high level of interest and high level of power, because if any of these are diverted then it will have a negative effect on Tesco. Strategic partners, banks, competitors, shareholders and suppliers may have high level of interest, but would be low power, as Tesco has many reliable suppliers which it can choose from, many banks which would support Tesco being the largest UK food retailer, competitors will always show high level of interest as Tesco can effect there trades and shareholders show high interest, due to if Tesco do well their shares are safe. Media can be argued to have high level of power but low interest because the media can portrait Tesco in a positive or negative way, also local policy makers can cause disruption in the market. Associations would be of low interest and low power due to unless Tesco cause a disruption in their policies, they wouldn’t get involved.
[bookmark: _Toc5819089]Conclusion:
[bookmark: _Toc5819090]Tesco is a predominantly successful organisation in the UK. Tesco operates different strategies to make the business advance. Its primary focus is to attract the customers and keep the loyal customers attached by the different strategies. In order to understand the customers, it has applied different technology process in order to know the customer’s requirements, their attitude and likes and dislikes. Costly maintenance affecting the price of products which can affect efficiency. Brexit will hold immense challenges for the Tesco group as the UK prepares to leave the EU, strain on recruitment, impacting customers, suppliers and employees. These disruptions could have adverse effect on Tesco PLC.
[bookmark: _Toc5819091]The problem which many of organizations have that these organization implement all these strategies one time and most of them stuck in middle. But Tesco is very careful when it selects a market, they have a clear strategy regarding it. (Wringley, 1988)
[bookmark: _Toc5819092] Recommendations: 
After various research studies and analysis, a differentiated band strategy, maximise the mix to achieve a 3.5% - 4.0% margin, by sensibly managing the combination of volume, mix and cost-effectiveness, reduce operating costs by technological advancement and improvement of ecommerce are suggested recommendations.
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