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Executive Summary 


This report is to examine Tesco, the giant British retailer company and its ability to hold customers.
The report gives an overview about Tesco and its services, its story as a stall in London developing into 6966 stores in 2018 (Statista,2018).
The Report tried to spot some problems faced Tesco in its journey like its attempt to inter the American market. Two analysis has been considered to examine Tesco`s causes of problems, the first one is SWAT and the second is PESTEL where only three factors has been chosen.
Stakeholders analyses was also applied to Tesco to get deeper view.
The report concluded some recommendation to enable Tesco to improve and develop its business.
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1. Introduction to Tesco

Tesco`s story started in 1919 when Jack Cohen was able to make profit of selling surplus groceries from a stall in the East End of London. Five years later Mr Cohen bought a shipment of tea from Mr T.E Stockwell, where Tesco brand came from combining initials” Tes” from tea with “Co “from his surname Cohen. 
In 1029 Mr Cohen opened the flagship Tesco store in Burnt Oak, North London.  TESCO `s headquarter was built in 1930 in North London. In 1932 TESCO was registered as a private company. It continued to rise in 1940s. 
TESCO showed an enthusiasm to buy rival shops, the retailer bought 70 Williams stores, 200 Harrow stores and 97 Charles Philips stores. later in 1960 it got Victor Value chain too.
In 1960s it expanded quicker and was successful to sell variety of products.  As the largest store in Europe TESCO Leicester entered Guinness Book   and in 1986 it opened its superstore in West Sussex.  In 1974 it opened its first petrol stations. The total sells exceeded £1bn in 1979 and was the double of that amount in 1982.  It hostile takeover Hillards rival for£220m.
It opened new branches in other countries such as Slovakia and Czeck Republic, also launched Tesco.com.
Its products include clothes, electricals and personal finance products, broadband market with different services. Containing 7476 items, it is estimated that Tesco`s website is the most active online supermarket in the world, they sold £577 Million in 2009.
Tesco’s UK stores are Divided into Five formats differentiated by the range of products sold and size, Tesco Extra are larger, Tesco Hypermarket, Tesco blinds, Tesco Metro and Tesco Express.
· Tesco owns a bank provides different services such as loans credit cards, savings accounts, mortgages, savings accounts and several types of insurance (car, home, life, travel….)
· Telecom: Tesco provides British customers with home phone, mobile phone.
· Tesco photo: it covers photo printing, posters, photo calendars, frames & albums.
· Tesco cloths: Women & men cloths, Schools & kids.
· Tesco magazine: it publishes to advertise its products in life style &fashion, cookbook, media.



2. Findings

2.1 Previous Problems faced Tesco
Price:
Tesco`s prices are pretty close to its rivals ASDA, Morisons but the basket prices are higher than competitors.  problem is related to prices. Tesco is currently targeting somewhere between the up market (Waitrose) and the discounters (Aldi and Lidl). Tesco tried to take new customers from its competitors by adopting better services with higher products quality and applying more affective strategies. Tesco attempted to recognise the low-cost suppliers with its experience in delivery and dealing with large number of customers. Currently it is going to open new discount store called Jack “Tesco had been working on the new Jack’s brand for nearly three years and insisted the overt British branding, with union jacks prominently displayed on packaging, was not a response to Brexit.” (butler and Wood, 2018)  

Tesco `s international approach: 
Although it is considered as one of the largest retailer, Tesco could not easily make its way to some international markets, for example Japan.
Tesco could only stay for only nine years in Japan and justified that to the high costs and difficulties to meet consumers demand are the main reason to leave Japan in 2011.Tesco could not tell the difference between the culture in the UK and Japan. Japanese customers prefer to get excellent service and high-quality products which might be difficult duty in Tesco`s stores. 
Under the name of Fresh & Easy, Tesco established new stores in the USA targeting organic food market but was not successful to challenge the strong American trend to fast food also was not enough familiar to American shopping and food habits. Tesco could not understand the culture where people like to consume more frozen food rather than healthy life style, also like to be serviced instead of self-checkout system.
      They've identified the west coast as that's more likely to go down the healthy eating route - a fresh fruit and veg model, which is much more what the UK supermarket experience is based on.
"So, I think they applied the theory correctly, but they failed to persuade people to come through the door. (BBC,2011)

In these two cases, Tesco should have carried more planning and researching , hired the right expertise, partnered with others brands  to avoid any risk  as  differences in cloture are key for success  ”  One of the reasons behind Tesco's success in the UK was its use of consumer data garnered from loyalty cards, he says, but applying the same logic to any market might not be enough.” (BBC,2011). its wrong assumptions costed a lot of money. In other places like South Korea, Tesco joint Samsung in projects and Pokphand in Thailand assigning a high proportion of local staff to managerial positions.
Tesco Clubcard:
 Another problem was maintaining Tesco Clubcard effectiveness and improve its dialogue with customers. Tesco had to adopt sustainable strategies to target the various sectors of its customers to meet all their needs. This was illustrated by Humby, Hunt and Philps (2003, P 91)
From the first days of Clubcard’s launch, customer transactional data flooded in. The comparatively simple task of transmitting the customer data between Tesco’s IT department, where they were held to run the points accounting database, where they were analysed for marketing and business information use, took 30 hours using the highest bandwidth connection then available. 

It gained more advanced technologies of communication such as chat rooms also it found its Clubcard app where customer can get the online vouchers. Furthermore, Tesco frequently makes changes by opting the value of some rewards and attracting students by offering more discounts. Tesco was successful to address customers of various classes and sectors to follow their needs resulting in gaining their trust and loyalty.








2.2 SWAT Analysis of Tesco

Assessing Tesco strength, weakness, opportunity and threats would enable it to take its business forward by check all external forces and competitive environments.

2.2.1 Strength:

· Tesco is one of the largest retailers in the world with important cash services and property in the UK, Europe and Asia (6966 stores).
· Tesco has financial equity for its brand due to what it represents of services, quality and recognition a.
· Credibility and assurance history enabling Tesco to carry on its business firmly in the future.
· Strong service experience in meeting all needs depending on different store formats (Metro, Extra, Express…).
· Utilising technology in its services (for instance mobile payment app) to enhance prices efficiency, shopping experience.
· Tesco considered as the largest opportunity builder, owns the highest recruiting level in Europe (347K jobs).
· Tesco can raise more money by selling some shards in stock exchange.


2.2.2Weaknesses:

· Immoderate depending on the market in the UK and Europe while suffers from insufficient developing in other markets where it operates. Also serving some markets which might not be convenient financially to its strategies.
· Price war from its rivals such as Lidl and Aldi led to decrease of some retailer’s profit.
· Incomplete market research in some countries resulted in unexpected performance in some retailers.
· High cost of stocking resulted from inflexibility of some retailers due to modest demand from customers in some cases.
· Costly buyouts and the loss from selling them later (Nobbies garden centre).

2.2.3Opportunity

-Offering new products and attracting more consumers in new marketing by joining other brands or as announcing the new brand Jack which can grow and compete with others.
-Pushed by less growth from domestic market, Tesco can be offered a potential chance over the other supermarkets in new oversea markets.
-More cooperating with local market research companies in countries where Tesco is doing underperforming, currently Europe and Asia contribute about %30 of grocery sales.
-Diversification power growth, such as buying the restaurant chain Giraffe latterly.


2.2.4 Threats:

-Reducing in customer purchasing all over the world due to global economic recession and food price rising and failing value of pound in the UK.
- Rivalry from other global retail giant who might offer lower price depending on faster moving of goods through global network supply.
-Pricing strategies threats coming from annual minimum wages increasing in most countries.
- Pressure on Tesco profitability resulted from constantly changing prices of raw supplements and the need to improve supply networks.
- Extra cost of operating structuring to be adaptive to any new political or governmental regulations such as Brexit, clearly the uncertainty of the Brexit deal is a major threat.
-Social and environment commitments influences Tesco`s profit negatively. 
Tesco can use SWAT to evaluate risks and adopt new measures to develop more flexibility, plan new projects and relieve against any unexpected situation.


2.3PESTL Analysis:

2.3.1Political Factors:
Tesco is affected by many political factors as it operates in 12 countries in Europe and Asia.
Expanding the EU in 2004 allowed Tesco to expand its network to eastern European countries 
 these  factors include government legislation – some local councils tried to propose tax on Tesco but that was rejected by the government avoiding price raise-the stability of the country – Brexit referendum and negotiations in the UK- unemployment rate, tax rat -The VAT was increased to %20 in the UK in 2011, this subsequently affected the prices and customer spending affecting Tesco`s main source of income. similarly, fat and sugar taxes do the same.
GDP in the UK grew up by %0.20 in the last three months to Jan 2019 (ONS,2019).
Tesco policy is to recruit various categories of staff including student, disabled, elder…paying lower rates
Tesco claims that it does not support any political parties but there was some evidence that it funded campaigns and influenced some governmental views to reduces taxes or passing laws in favour of their business. Brexit became a main concern for most business such Tesco as it would increase import duties where the EU will no more allow free trade for British companies.

2.3.2Economic Factors:

These factors have direct influence on customer’s  manner  especially at recession time (for example during world financial crises in 2008-2009) as consumer might not be confident about their financial situation so they tend to eat out less and eat more at home creating a precious chance for retailers as Tesco to sell more groceries. 

Tesco still depending on the UK market (%27.7 share in grocery market) and is affected by any economic changes such as, inflation rate, interest, prices, profit and shift in labour cost, as minimum wage could charge Tesco extra duty [£8.21 in April 2019].Unemployment rate is a crucial factor affects the demand for goods [%3.9 in Nov 2018, (ONS, 2019)] 
As it is noticed, consumer spend more money on their food over years.

2.3.3Social factors: 

Social habits changed over years and people have less time for shopping, meal preparation … as men and women work to gain better life style. Tesco strategy depend on this trend by developing fast food, organic food and health conscious style.
Another figure showed by British population is aging level which indicates to less consuming and smaller deliveries.
Tesco develops close ties with its loyal customers has effective brand reputation to service customers, so it focuses on issues like healthy food, fast delivery, flexible return good policy. Again Humby, Hunt and Philps (2003,p 21)
 Clubcard has also demonstrated that customers will expect more from a brand that runs a loyalty programme. When a scheme launches, it either implicitly or explicitly makes a series of promises. Tesco did this very explicitly on the first birthday of its programme with the ‘Clubcard Customer Charter’

 Also, Tesco increased non-food items and diversification is a key in its strategies. any demographic changes can also affect Tesco performance such as immigration level, birth rate.
Tesco is aware of diversity in the British society, so it introduces traditional products for different communities  
Tesco was first to accept payment by checks.

2.4Tesco Stakeholders

Stakeholders play different roles in any organisation. 

Government: has interest in Tesco as a tax payer 1.6 billion last year (Tesco.2019) and job opportunities creator.

Costumers:  the group of people who Tesco try to provide them with a high-quality services and products in low prices as they are the most influential stakeholder because they provide Tesco with its income. as Tesco innovating more products to its customers demand, it would be more able to expand its business 

Employees: they work hard and more efficient to push Tesco always forward getting better wages, higher promotion and more secure job are all depending on Tesco`s success. they include directors. There are around 440000 employees working for Tesco (Tesco,2018). Managers: mainly responsible for the success of the organisation in departments like sale, law, accounting, marketing…  

Local community: Tesco affect local communities in different ways by applying for job positions, buying products, participating in local events such as charitable partnership.

Trade union: to make sure that all employees are treated fairly, and they get right wages in convenient conditions.

Supplier:  provide Tesco on regular bases with bulk supplies from different countries aiming making profit. Tesco values its supplier.
Investors: they might be representatives of shareholders or inventors directly to the business by investing money in Tesco.
Shareholders: they make a key decision affecting the performance of Tesco and have interest of its success.

As it has been discussed, one of the main issues facing Tesco is losing its shared market to Aldi and Lidl by keeping eye on the interests of the shareholders in mind and tackling this matter quickly at the same time. there is a powerful war price between Tesco and another British retailer.
Brexit is one of the main issues affecting Tesco. Beside changing in Pound rate, higher taxes, less cheap and experienced labour, most raw supplies or products prices` are expected to increase after Brexit hen cost would increase and profitability consequently would lower too .

3.Recommendations

Many recommendation can be made : due to the high competition between the big four in the UK: Tesco, Asda, Salisbury and Morisons, firstly recover the price and maintain strong relationship and loyalty with its customers by further combination of Tesco Clubcard and more service offers ( car insurance, house insurance, mortgages, mobile, electric  equipment, …)  not only to boost stronger mutual relationship and valuation, also to improve customer`s satisfaction, for example customer are now more aware about health food, environmental issues and   fuel expenses. 
Tesco should have adequate entry strategy by doing enough searches about competitors, customers habits in aim to expand to new market.  
Sustaining its popularity requires Tesco to keep producing a wider range of groceries, enhancing its advertising and marketing, upgrading its online and delivery services.  Addressing and solving any maters quickly such as debts, tax…
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