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Executive Summary

In this report Tesco will be looked at with the aims and strategies put into place so they can achieve their goals set out. A variety of different models such as a SWOT Analysis or Bowman’s Strategic Clock will be used to investigate the strengths, weakness, opportunities and threats as well as how customers view Tesco as an organisation in terms of value and price. The ways in which Tesco is working towards becoming more sustainably will be looked at and discussed within this report.


Tesco Management Report

The multi-national company Tesco PLC began as a market stall in East London in 1919 and is now the largest supermarket in the UK with 4,752 stores across the UK, Ireland, Czech Republic, Slovakia and Hungary with a UK market share of 26% (Fatricia, 2016; Tesco, 2022).

Strategic Management as defined by Rumelt, Schendel & Teece (1991) is the focus on the overall organisational performance and the part that managers play in influencing the performance. Additionally, it has been defined as an approach to strategy by either public or private organisations where strategies are created and then implemented (Bryson & George, 2020). 


Strategic Priorities

The strategic priorities that Tesco has set out in their annual report and financial statements include value, loyalty, convenience and saving (Tesco, 2022). For value the principles which Tesco has includes ensuring high quality, healthy and sustainably sourced food is affordable and available to everyone, ensuring price is not a barrier to shopping and working with communities that where stores are currently based to ensure a positive influence is felt (Tesco, 2022). The progress that Tesco has made for value includes having all promotions on Clubcard prices with 650 lines on the Aldi price match and 1,600 lines on the low everyday prices, the creation and introduction of over 300 new products in the previous year with the main emphasis on product quality and the changing of recipes to offer more healthy choices (Tesco, 2022).

For loyalty the principles which Tesco has includes frequent Clubcard customers receiving personalised offers, improving the shopping experience through a more personalised and richer experience which improves customer satisfaction and working with suppliers to increase revenue opportunities to offer more relevant and tailored products to customers (Tesco, 2022). The progress that Tesco has made for loyalty includes increasing the number of customers using the Clubcard on the app from two million in 2020 to nine million in 2022, launching of Clubcard Pay+ where users can budget and collect points on payments and trail of one million customers of personalised in app summary of customers’ experience and value (Tesco, 2022).

For convenience the principles which Tesco has includes the serving of customers however, whenever or wherever they desire to be served, large stores continual development in relation to online shopping to maximise assets which currently exist and test and learn from trials of new services which are focused on convenience stores to accompany the existing business (Tesco, 2022). The progress that Tesco has made for convenience includes the creation of one hundred and two new Click and Collect UK sites, number of online sales continuing to be higher than levels pre COVID-19 with the number of order slots a week currently maintaining at 1.2 million and the opening of three new urban fulfilment stores (UFCs) this year (Tesco, 2022).

For saving the principles which Tesco has includes simplifying aspects of the business to reduce costs and be more productive, spend money where a real difference can be made so value can be added for customers and in the medium term at least offset inflation so headroom can be created to fund investments (Tesco, 2022). The progress that Tesco has made for saving includes announcement in February of the removal of counters in three hundred and seventeen stores so space can be repurposed for customers’ needs, track record of savings delivery and supplier arrangements simplified and improved procurement processes ongoing for GSNFR (Tesco, 2022).


SWOT Analysis

Strengths

The strengths which Tesco currently has are its market share and number of locations. It shows that there has been continued growth in business which has allowed it to become the largest supermarket within the UK with a market share of 26% (Fatricia, 2016). The number of stores that Tesco currently operates is 4,673, with this number of stores it shows that Tesco has a wide appeal and reach to customers (Tesco, 2022). 

Weaknesses

The weaknesses that currently affect Tesco are rated worst payer for suppliers and worst rated for food safety in supermarkets. Tesco has been found to be one of the worst companies in terms of paying their suppliers as they paid them on an average 105 days late compared with the average of 45 days between 2018 and 2021 (Bradstock, 2022). This failure to ensure suppliers are paid on time shows that Tesco does not hold them in high regard. Tesco has also been found to be the worst with regard to food safety for supermarkets with their being 148 reports of recalls and food poisoning (Toufexi, 2021). Tesco had the second highest number of recalls between 2018-2021 with there being 33 (Waitrose was first at 36 recalls) and the number of reported food poisonings being 115 (Sainsbury’s was second at 87 reports of food poisoning) (Toufexi, 2021). 

Opportunities 

The opportunities that Tesco can take advantage of including expanding markets and one hour home deliveries. As Tesco has stores in the UK, Ireland, Czech Republic, Slovakia and Hungary they could look towards expanding into other countries and/or opening more stores in countries they are currently in. If expansion is to take place in Europe the countries that Tesco could expand into could be Poland, Austria and Germany due to neighbouring countries having Tesco operating in their countries. If Tesco wished to expand further afield into Asia, then they could look into launching stores in Indonesia, Malaysia and South Korea. Although expanding into Asia may be a high risk venture, it could lead to a high level of growth for the company. The one-hour home deliveries known as Whoosh are deliveries from Tesco Express stores and are normally delivered on bikes which does however mean that there is a size and weight limit on these deliveries (Tesco, 2022). Expanding the service to other stores nationwide will allow customers to make use of this service for example if they work in an office and require food for lunch it will be possible for it to be delivered directly to them. 

Threats

The threats which may affect Tesco negatively include threats of competition from other supermarkets and cost of living crisis. The threats of people switching to other supermarkets is a high threat, so Tesco has to continually compete with the rest to ensure that their products are of a high quality and at a competitive price. If products are not of a high quality or competitive price compared to others, then Tesco will lose customers which can cause their profits to drop which will affect their share price negatively. With costs rising due to the cost-of-living crisis and the rate of inflation rising customers are looking for value for money and if they are not able to get it then they will look at other supermarkets for it and the switch may be permanent. The current rate of inflation is 10.1% (Consumer Prices Index (CPI)) when compared to CPI from the previous year (Francis-Devine et al., 2022). This shows that customers are paying approximately 10% more than previously which has resulted in people struggling with bills and finances and so supermarkets are having to make products cheaper while also making sure they make a profit.  
  


















Shareholder Analysis

The power and interest stakeholder model was devised by Eden & Ackermann in 1998 and is used to classify stakeholders’ power and interest using the two dimensional interest and power matrix (Guðlaugsson, et al., 2020).
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Figure One: Two-dimensional power and interest matrix (Eden & Ackermann, 1998)

The stakeholders which have an interest in the business running of Tesco are shown in the Power & Interest Stakeholder Model below.

Power & Interest Stakeholder Model							
	HighCharities
Suppliers
Pressure groups
Government
POWER

	


Keep satisfied



	
Shareholders


Manage closelyCreditors


	POWER






Low
	


Monitor
Private companies /
Local retailers’



	Councils
Local Communities
Employees



Keep informed

	
	
INTEREST

Low                                                                              High




Figure Two: Tesco Power & Interest Stakeholder Model

The model shows that in the monitor section of the model there is private companies/local retailers with these two groups Tesco needs to monitor them but does not have to either keep satisfied or informed. The reasoning for them being in the monitor section is that Tesco they would monitor what other companies and organisation are doing which are similar to what they are doing or selling product wise. By monitoring Tesco can adapt their own products, services and organisation to improve how they serve their customers and employees. In the keep informed section the groups in them have to be kept informed about business decisions that Tesco may be or are taking to improve the business or in the general running of the business. The groups which would be kept informed would be pressure groups, councils etc. the reasoning for this would be that certain business decisions may affect councils where Tesco’s’ may have stores based and with advertisements about different topics pressure groups may be advised on it to ensure what is being portrayed is correct and accurate.  

The keep satisfied section of the model includes suppliers as Tesco would want to keep their suppliers satisfied and happy otherwise, they would start to lose suppliers which would affect their business. If it did start to affect their business, then relations would have to be improved between Tesco’s and their suppliers to ensure that both can work together positively in the future. The manage closely section is the most important section of the model as the groups within the section have to be monitored closely to ensure the relationship between the two is a positive one. Shareholders and creditors are in this section as both have to be supporting the decisions which have been made by the management of Tesco if they do not support the decisions made then it could potentially lead to decisions that have been made being cancelled due to a lack of support. Ensuring both shareholders and creditors are both kept happy and informed on decisions it will allow for the decisions made to have the fullest support possible. 


Bowman’s Strategic Clock

The Strategic Clock was devised by Cliff Bowman and was first mentioned in Bowman’s Charting Competitive Strategy in 1991 (Echchakoui, 2018). The clock was created to show management where their business is in terms of views of customers with their apparent view of price and value of the business (Bowman, 1991; Echchakoui, 2018). On the clock there are eight positions which vary from no frills (which is also known as low price/low added value) (position one), focused differentiation (position five) and loss of market share (position eight). If a strategy that a business is using is on either position six, seven or eight it will lead to the eventual failure of the business (Bowman & Faulkner, 1997). If Tesco is placed onto Bowman’s Strategic Clock it would be placed at position three which is hybrid. The reasoning for this is that Tesco offers a range of products at a variety of prices, these include Tesco Finest (Tesco Premium Range), Heart Food Co. (Tesco own brand range) and a midrange of Tesco products which just has the Tesco name and logo on it (Tesco, 2022). Additionally, Tesco also sells a variety of different products that are also sold in a number of different retailers and these products may be a premium product or a mid-range product. 
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Figure Three: Bowman’s Strategic Clock


Sustainability 


Tesco’s commitment to sustainability includes reducing the impact the business has on the climate, food wastage and sustainable healthy diets (Tesco, 2022).

Tesco is working towards tackling climate change by aiming to be carbon neutral by 2035 and being net zero across the value chain aligned to a 1.5-degree trajectory by 2050 (Tesco, 2022). These targets will be achieved by switching to a completely electric vehicle fleet by 2028, installing electric vehicle charging stations, increasing refrigeration efficiency and reducing refrigeration emissions (Tesco, 2022). Refrigeration efficiency can be improved, and emissions can be reduced by the addition of doors to the refrigerators. The Environmental Investigation Agency found that adding doors to refrigerators in supermarkets can help them cut their electricity bills by 33% (Environmental Investigation Agency, 2014). If all of the top five supermarkets in the UK added fridge doors to all refrigeration units it would lead to a reduction of 1% of the UK’s total electricity usage (Pigott, 2021). Tesco is working towards offering sustainable healthy diets through a number of different methods which include changing meals to reduce calories, changing of recipes to increase the amount of five a day included and running healthy promotions (Tesco, 2022). The changing of meals to reduce the amount of calories has allowed over 59 billion calories to be removed from products such as cakes, biscuits and ready meals, additionally fat, sugar and salt have also been reduced (Tesco, 2022). Changing recipes to increase the amount of five a day included in them will allow the number of recipes to include them to be at 66% by 2025 (Tesco, 2022). The running of healthy promotions will allow customers to increase the amount of healthy products they consume having offers on five fruit and vegetables every two weeks and including fruit and vegetables in a price match with Aldi (Tesco, 2022). 

The total amount of meals that has been donated from Tesco supermarkets through surplus food redistribution programmes in the UK has risen from 26.0 million in 2018/19 to 27.8 million in 2021/22 (Tesco, 2022). With this rise in surplus food donations there has also been a rise in total tonnage of unsold food and unsold food as a percentage of food handled. The total tonnage of unsold food in 2018/19 was 77,184 and in 2021/22 was 81,122 and the unsold food as a percentage of food handled figure for 2018/19 was 0.77% and in 2021/22 was 0.79% (Tesco, 2022). Although the figures for both total tonnage of unsold food and unsold food as a percentage of food handled both did rose it did however lead to more food being donated. In the future Tesco can work towards reducing the tonnage and therefore percentage of unsold food by reducing the production of food which has a high wastage percentage or removal of products that have a low level of sales. Reduction of the production of food which has a high wastage will still allow for it to be produced at a reduced capacity which can lead to the production of other products which could have higher levels of sale. Removing products which do not sell well can allow for other products which do sell well and possibly sell out to have an increased production capacity to allow for more to be sold.  



Conclusion


After looking at the various aspects of Tesco and using the various tools and models to analyse its such as a SWOT Analysis, Power & Interest Stakeholder Model and Bowman’s Strategic Clock. It shows that Tesco is working towards being a more sustainable hybrid company to appeal to people by offering products which are of a vary price to appeal to a wider range of people.
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