

Executive Summary
The purpose of this report is to conduct a comprehensive market audit of the Tesco supermarket chain. Firstly, by way of introduction to the audit and why it has been prepared - the manager has requested to address the global economic challenges. An introduction to global economic trends and how they affect grocery retailers is given, as well as some relevant background and data on Tesco. Secondly, by analysing the macro and micro environment of Tesco using political and technological factors from the PESTEL model and competitors in the same industry from Porter's Five Forces model, by analysing the internal operations of Tesco using the McKinsey's 7s model for staff and structure, by identifying the five key issues raised throughout the audit, and finally, by summarising the findings using the SWOT Matrix and making recommendations. 

The findings of this audit show that Tesco has a clear advantage in terms of its employees, but the organisational structure could be a disadvantage to its growth. At the same time, technological advances offer great opportunities for Tesco, while political instability and competitors in the same industry pose major threats to the company's growth. To address these challenges, it is suggested that Tesco needs to continue to optimise its organisational structure, enhance its technological innovation and keep a close eye on political and industry dynamics to ensure its continued market competitiveness.
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As the global economic landscape continues to evolve and market competition intensifies, the need for companies to have an in-depth understanding of the market and strategies for responding to it is becoming more and more prominent (Fourné, Jansen and Mom, 2014). A market audit, as a systematic and comprehensive market analysis tool, can provide business decision-makers with accurate information about the market environment, competitive dynamics, and customer needs by collecting and analysing data (Gerakos and Syverson, 2015). The preparation of this audit stems from the company manager's keen insight and proactive response to the challenges of the global economy. Against the backdrop of increasing complexity and uncertainty in the global economy, this audit aims to help the Tesco supermarket chain to better understand the current market environment and identify potential opportunities and threats, to adjust its market strategy and ensure that the company stays ahead of the competition.

The global economy is in a complex and changing environment. On the one hand, technological advances, demographic changes, and diversification of consumer needs are driving a shift in economic patterns (Gallouj et al., 2015). On the other hand, unexpected events such as geopolitical risks, environmental issues, and epidemics have also had an impact on the global economy (Hamrouni et al., 2022). For the grocery retail industry, the impact of the global economic situation is particularly significant. With the popularity of online shopping and shifts in consumer purchasing behaviour, traditional grocery retailers need to continuously adapt their business models and operational strategies to the changing market (Caliskan, Özkan Özen and Ozturkoglu, 2021). At the same time, fluctuations in the global supply chain are creating supply chain management and inventory control challenges in the grocery retail industry (Salam, Panahifar and Byrne,2016).

Tesco PLC, or Tesco, is one of the largest retailers in the UK and one of the top three retailers in the world, with a presence in 14 countries. Tesco is known for its wide range of product lines, including food, drink, homeware, and electronics, as well as several brands. The company has thousands of shops worldwide and sells through online channels (Ocran, 2023). However, according to figures released by Tesco, its pre-tax profit before the financial year ending 25 February 2023 was £1 billion, halving from £2.03 billion in the previous financial year. The Group's adjusted operating profit was £2.63 billion, down from £2.83 billion in the previous year (TESCO, 2023). This apparent downward trend suggests that the company may have faced significant operational challenges over the past year, revealing possible problems that the company may be experiencing in the areas of operations, cost control and marketing. To restore profitability and competitiveness in the market, Tesco requires in-depth analyses and adjustments to ensure its long-term robustness. 

Therefore, this audit analyses the macro and micro environment of Tesco using the PESTEL model and Porter's Five Forces model, analyses the internal operations of Tesco using McKinsey's 7s model, the five key issues raised throughout the audit, and finally concludes with a summary and recommendations using the SWOT matrix.



[bookmark: _Toc162027620]2.0 Main Findings
[bookmark: _Toc162027621]2.1 Analysis of Tesco's Macro and Micro Environment
[bookmark: _Toc162027622]2.1.1 Analysing Tesco's political and technological factors and identifying key issues using the PESTEL model
The PESTEL model is a strategic tool used to analyse the external environment of a business. It covers six main areas: Political, Economic, Social, Technological, Environmental and Legal (Ho,2014). The reason for using the PESTEL model is that it provides a comprehensive framework for assessing external factors that can affect the operations and performance of a business. These external factors are usually beyond the control of the business, but their impact can be mitigated through strategic planning and adaptation. The PESTEL analysis allows companies to predict possible future changes and prepare for them in advance (Issa and Issa, 2014).

Political Factors Key Question 1: The impact of political uncertainty on Tesco's global expansion and operations.
Political factors have direct and indirect impacts on the operations of retail companies such as Tesco. Firstly, the government's trade policy determines tariffs and trade barriers to the importation of goods (Goldberg and Pavcnik, 2016), which may affect Tesco's cost structure and pricing of goods. Second, government regulatory measures, such as food safety regulations, environmental standards, and labour rights protection, increase compliance costs for firms (Kotsanopoulos and Arvanitoyannis,2017). Finally, political instability and geopolitical risks may lead to supply chain disruptions or changes in market demand (Roscoe et al.,2022). Therefore, Tesco needs to pay close attention to international political developments and develop appropriate risk management strategies to deal with potential political risks.

Technological factors Key Question 2: How emerging technologies are reshaping Tesco's competitive position and market strategies.
Rapid advances in technology are changing the face of retailing. Emerging technologies ranging from big data analytics and artificial intelligence to the Internet of Things (IoT) and automation technologies provide unprecedented opportunities and challenges for the retail industry (Shankar et al.,2021). With the rise of e-commerce and digital shopping, Tesco needs to continuously invest and optimise its online platform to attract and retain customers. In addition, technologies such as data analytics, artificial intelligence and IoT can help Tesco to improve supply chain efficiency, optimise inventory management, enhance customer experience and personalised marketing (Cao,2021). So, Tesco needs to keep an eye on these technological trends and consider how they can be used to optimise operations, enhance customer experience and explore new market opportunities.

[bookmark: _Toc162027623]2.1.2 Analysing Tesco's competitors in the same industry using the Porter's five forces model and identifying key issues
The Porter's Five Forces model is a framework developed by Michael Porter to analyse the competitive dynamics and attractiveness of an industry. The five forces include competitors in the same industry, potential entrants, threat of substitutes, bargaining power of suppliers and bargaining power of buyers (Dobbs, 2014). The use of Porter's Five Forces model can help firms gain a deeper understanding of the competitive environment of the industry in which they operate and identify potential market opportunities and threats so that they can develop more effective market strategies. In addition, the model can help firms to assess the attractiveness of an industry and provide a basis for decision-making to enter or exit a particular market (Mathooko and Oqutu, 2015).

Key Issue 3: Impact of Fierce Peer Competitors on Tesco's market share and profitability Tesco, as a supermarket chain, faces competitive pressures in the industry on several fronts. Firstly, from a market share perspective, Tesco may have to compete with other supermarket chains (e.g., Asda, Sainsbury's, Morrisons, etc.) as well as international retailers (e.g., Walmart, Man, etc.) (Rosnizam et al.,2020). These competitors may have similar product lines, pricing strategies, and market positioning, leading to challenges for Tesco in competing for customers and market share. Secondly, as competition in the market intensifies, competitors may try to attract customers by offering lower prices, better services or more innovative marketing strategies. If Tesco fails to keep up with these changes or find ways to differentiate itself from the competition, it may result in a decline in its market share and profits. In addition, with the rise of e-commerce and the expanding online retail market, online retailers (e.g., Amazon, Tmall, etc.) have become important competitors to brick-and-mortar retailers such as Tesco (Martínez-Ruiz et al.,2016). These online retailers typically have lower operating costs, a wider selection of products and a more convenient shopping experience, which may pose a threat to Tesco's traditional business model.
[bookmark: _Toc162027624]2.2 Analysis of Tesco's internal operations
[bookmark: _Toc162027625]2.2.1 Analysing Tesco's staff and structure and identifying key issues using the McKinsey 7s model
The McKinsey 7S model is a strategic analysis tool, proposed by the McKinsey consulting firm to help organisations understand and assess their internal strategic fit and execution effectiveness. The 7S stands for Strategy, Structure, Systems, Style, Staff, Skills and Shared Values (Baishya,2015). The use of the McKinsey 7S model helps companies to comprehensively analyse all aspects of their internal environment to ensure alignment between strategy and organisational structure, systems, culture and people. In addition, the model highlights the importance of shared values within the organisation to achieve strategic objectives. By diagnosing the degree of fit between the 7Ss, organisations can identify potential problems and take action to improve execution efficiency and performance (Kumar,2019).

Key Question 4: Impact of Employee Strengths on Competition and Change in the Marketplace Employees are the foundation of a company's operations, and their professional skills, service attitudes, and teamwork have a direct impact on the company's marketplace performance and customer satisfaction (Mendes and Machado,2015). Tesco, as a global organisation, has a diverse workforce and a rich corporate culture, which enables Tesco to attract and retain talented people from different backgrounds and cultures. At the same time, Tesco also attaches importance to the training and development of its employees, providing them with good career development space and welfare benefits, all of which help to enhance Tesco's competitiveness.

Key Question 5：The impact of organisational rigidity on Tesco's decision-making efficiency and market responsiveness It can be seen from Tesco's financial data that Tesco's pre-tax profit and adjusted operating profit have both declined. This may be related to the organisational structure of the firm. Organisational structure is the internal structure and mode of operation of a firm, which directly affects its decision-making efficiency, resource allocation and innovation capability (Joseph, Klingebiel and Wilson,2016). If Tesco's organisational structure is too large, complex or rigid, it may lead to sa low decision-making process, waste of resources and lack of flexibility. In a fast-changing market environment, such a structure may cause companies to miss business opportunities or fail to respond to market changes promptly.
[bookmark: _Toc162027626]2.3 SWOT Matrix Analysis of Tesco
SWOT, also known as the SWOT matrix, is a commonly used strategic planning tool for assessing the Strengths, Weaknesses, Opportunities and Threats of a business (Phadermrod, Crowder and Wills,2019). The reason for using the SWOT model is that it systematically integrates and compares a firm's internal resources, capabilities and the opportunities and threats of the external environment. Through SWOT analysis, companies can clarify their market position, find sustainable competitive advantages, and formulate a development strategy that fits their situation. In addition, SWOT analysis helps firms to remain flexible and adaptable in the changing market environment (Benzaghta et al., 2021).
Based on the analysis of PESTEL model, Porter's five forces model and McKinsey's 7s model in this paper, the results summarised using SWOT matrix are as follows:
	SWOT
	Positive impact
	Negative impact

	Internal environment
	Strengths
[bookmark: OLE_LINK31][bookmark: OLE_LINK32][bookmark: OLE_LINK37]Employee Advantage: Tesco's diverse workforce and rich corporate culture brings innovative thinking and competitiveness to the company, enabling it to better serve a diverse global marketplace.
	Weaknesses
[bookmark: OLE_LINK38][bookmark: OLE_LINK39]Organisational rigidity: as the company grows and diversifies its business, Tesco's organisational structure may become complex, affecting decision-making efficiency and responsiveness.


	External environment
	Opportunities
[bookmark: OLE_LINK40][bookmark: OLE_LINK41]The rise of emerging technologies: as technology continues to evolve, particularly digitalisation and automation, Tesco can improve operational efficiencies, enhance the customer experience and further expand its market share.

	Threats
[bookmark: OLE_LINK42][bookmark: OLE_LINK43]Political uncertainty: Political stability in different countries and regions has a direct impact on the company's business. Political unrest or policy changes may lead to supply chain issues, market access barriers etc.

Fierce peer competitors: the retail sector is highly competitive, particularly in Tesco's main operating regions, and other large retailers and supermarket chain brands could pose a direct threat, affecting market share and profitability.
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Recommendations for Key Issue 1: The impact of political uncertainty on Tesco's global expansion and operations include: Enhance policy monitoring and forecasting: Establish a dedicated team to continually monitor global trade policy, regulatory and governmental developments to respond promptly. Diversify supply chain: Reduce dependence on a single country or region and reduce geopolitical risks by diversifying the supply chain. Enhance communication with government: Actively participate in the policy development and consultation process and establish good communication channels with the government to ensure that the company's interests are represented. Improve compliance and risk management: Strengthen internal compliance training to ensure that the company operates in compliance with all laws and regulations and establish a comprehensive risk management mechanism.

Recommendations for Key Question 2: How emerging technologies will reshape Tesco's competitive position and market strategy include: Define a technology strategy: Develop a clear technology strategy, identifying and prioritising investment and ensure technology is aligned with business strategy. Continuous innovation: Encourage internal innovation by setting up innovation labs or R&D centres to explore new technologies and business models. Partnerships: Establish partnerships with technology companies, start-ups and research institutes to develop new technologies and solutions. Talent Training and Recruitment: Attach importance to the training and recruitment of technical talents and attract and retain top technical talents to provide impetus for the company's technological innovation. Data security and privacy protection: Enhance data security and privacy protection measures while leveraging new technologies to ensure the security and compliance of customer information.

Recommendations for Key Issue 3: The impact of fierce peer competitors on Tesco's market share and profitability are: Enhance competitive differentiation: Distinguish yourself from your competitors by offering unique goods, personalised service or an innovative shopping experience. For example, Tesco could develop own-brand speciality products, provide more detailed customer service or create a unique shopping environment. Strengthen branding: Increase brand awareness and loyalty through brand marketing and advertising Tesco can increase its investment in social media, offline events and digital advertising to attract more customers and maintain the loyalty of existing customers. Expanding online channels: Actively develop its e-commerce business to compete with online retailers. Tesco can enhance the functionality and user experience of its official website and mobile apps to provide more online shopping options and convenient delivery services.

The recommendations for Key Issue 5: The impact of organisational rigidity on Tesco's decision-making efficiency and market responsiveness are: Optimise the organisational structure: Regularly review and adjust the organisational structure to ensure it is responsive to market changes and business needs. Streamline decision-making processes to improve efficiency and responsiveness. Encourage cross-departmental co-operation and information sharing to break down departmental barriers and promote rational allocation and utilisation of resources. Consider adopting more flexible organisational forms such as project-based and flat structures to improve organisational adaptability and innovation.



[bookmark: _Toc162027628]4.0 Conclusions
The findings of this comprehensive audit of Tesco suggest, firstly, that Tesco should focus on the impact of both political and technological factors on the company's operations and development using the PESTEL model analysis, and respond to current challenges and seize future opportunities by strengthening policy monitoring, diversifying the supply chain, enhancing communication with the government, defining a clear technological strategy, sustaining innovation, partnerships, and developing and recruiting talent. Challenges and seize future opportunities. 

Secondly, using Porter's Five Forces model, it is concluded that to maintain and increase its market share and profitability in the fierce competition in the same industry, Tesco needs to continuously adjust and optimise its strategy and business model to adapt to the market changes and the changes in consumer demand by strengthening the differentiation of the competition, reinforcing the branding and expanding the online channels. 

Thirdly, the analysis of McKinsey's 7s model is used to conclude that Tesco should focus on the optimisation of its organisational structure to improve the company's decision-making efficiency and market responsiveness by streamlining the decision-making process, strengthening cross-functional collaboration, providing continuous training and development opportunities, setting up incentives, and creating a good corporate culture to cope with the current and future challenges. 

Finally, the SWOT matrix concludes that Tesco has a clear advantage in terms of its employees, but the organisational structure may be a disadvantage for its development. At the same time, technological advances offer great opportunities for Tesco, while political instability and competitors in the same industry constitute major threats to the company's growth. To meet these challenges, Tesco will need to continue to optimise its organisational structure, strengthen its technological innovation and keep a close eye on political and industry developments to ensure its continued competitiveness in the market.
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