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Tesco plc is among the largest retail organisations in the United Kingdom and a prominent multinational retailer specialising in groceries and general merchandise. Established in 1919, the company operates through both physical stores and digital platforms, providing a wide range of products and services including food, clothing, electronics, financial services, and mobile communications. Tesco holds a significant share of the UK grocery market and competes with major retailers such as Sainsbury’s, Asda, and Aldi (Mintel, 2024).
This report aims to conduct a situational analysis of Tesco using the PESTLE framework. PESTLE analysis examines Political, Economic, Social, Technological, Legal, and Environmental factors that influence an organisation’s strategic decisions and marketing activities (Kotler & Keller, 2016). The purpose of this evaluation is to identify the external forces shaping Tesco’s marketing strategy and overall strategic direction.
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[bookmark: _Toc224638516]Political Factors
Government policies and regulatory frameworks play a significant role in shaping Tesco’s operations. The UK’s departure from the European Union has resulted in higher import costs, additional customs procedures, and increased supply chain complexity, which in turn affect product availability and pricing (Deloitte, 2023). Furthermore, government initiatives aimed at promoting healthier diets have placed pressure on supermarkets to reformulate products and reduce levels of sugar and salt.
Marketing implications: Tesco must highlight locally sourced goods, emphasise value-driven pricing, and align promotional messaging with national public health priorities.

[bookmark: _Toc224638517]Economic Factors
The UK economy has experienced inflationary pressures and an ongoing cost-of-living crisis, reducing consumers’ disposable income and purchasing power. Food price inflation has risen considerably in recent years, prompting consumers to seek lower-cost alternatives and shift towards discount retailers and private-label brands (ONS, 2024).
Marketing implications: Tesco’s focus on affordable product ranges and loyalty incentives, such as Clubcard pricing, helps attract price-sensitive shoppers. Economic uncertainty also increases the importance of promotions, bundled offers, and price-led marketing strategies.

[bookmark: _Toc224638518]Social Factors
Consumer behaviour continues to evolve, with increasing demand for convenience, healthier food options, and ethically produced goods. Busy lifestyles have driven growth in ready meals and online grocery shopping. Additionally, shoppers are placing greater emphasis on sustainability, ethical sourcing, and transparency in supply chains (Euromonitor, 2023).
Marketing implications: Tesco promotes nutritious product ranges, plant-based alternatives, and responsibly sourced goods. Social trends also support the expansion of convenience store formats such as Tesco Express and the growth of ready-to-eat meal options.

[bookmark: _Toc224638519]Technological Factors
Technological developments have transformed the grocery retail sector. Tesco has invested substantially in e-commerce platforms, mobile applications, self-service checkout systems, and data analytics capabilities. The Clubcard loyalty programme gathers valuable consumer data, enabling personalised marketing communications and targeted promotional offers (Chaffey & Ellis-Chadwick, 2019).
Marketing implications: Data-driven marketing enhances customer loyalty through tailored promotions. Digital innovation and automation improve convenience, streamline operations, and strengthen the overall customer experience.



[bookmark: _Toc224638520]Legal Factors
Tesco must comply with a wide range of legal requirements, including competition regulations, food safety standards, employment law, and consumer protection legislation. Rules governing pricing transparency and advertising practices influence how promotions and pricing messages are communicated (UK Competition and Markets Authority, 2023).
Marketing implications: Legal compliance affects product labelling, promotional claims, and pricing transparency, helping to maintain consumer trust and protect brand reputation.

[bookmark: _Toc224638521]Environmental Factors
Environmental sustainability has become a major priority in the retail sector. Tesco has committed to achieving net-zero emissions and reducing plastic packaging across its operations. Consumers increasingly expect retailers to offer environmentally friendly products and demonstrate responsible sourcing practices (Tesco, 2024).
Marketing implications: Tesco incorporates sustainability initiatives into its marketing communications, promoting recyclable packaging and carbon reduction efforts to enhance its reputation among environmentally conscious consumers.

[bookmark: _Toc224638522]3. Critical Analysis and Evaluation
The PESTLE analysis demonstrates that Tesco operates within a complex and dynamic macro-environment that strongly influences its marketing strategies. Economic pressures, particularly inflation and rising living costs, have intensified price competition across the grocery sector. As a result, Tesco must prioritise value-focused marketing strategies. Porter (2008) suggests that organisations can achieve competitive advantage through cost leadership, a strategy Tesco pursues through private-label products and promotional pricing initiatives.
Social and environmental trends underscore the increasing importance of ethical consumerism. Tesco’s expansion of plant-based options and sustainable products aligns with Kotler’s concept of societal marketing, which emphasises meeting consumer needs while contributing positively to society (Kotler & Keller, 2016). This approach helps build brand loyalty and supports long-term business growth.
Technological innovation provides Tesco with a strong competitive advantage. The company’s use of customer data analytics enables targeted marketing campaigns and personalised offers, improving customer retention and increasing lifetime customer value. According to Chaffey and Ellis-Chadwick (2019), digital transformation strengthens customer engagement and supports the development of effective omnichannel retail strategies.
Despite these advantages, political and legal pressures present operational challenges. Brexit-related disruptions have complicated supply chains, while regulatory compliance requirements add to operational costs. These pressures may reduce Tesco’s flexibility in sourcing and pricing decisions, potentially impacting profitability.
Environmental commitments also require substantial investment in sustainable technologies and practices. Although sustainability initiatives can increase short-term costs, they deliver long-term benefits such as improved brand trust, regulatory compliance, and enhanced corporate reputation.
Overall, Tesco’s continued success depends on balancing cost leadership with ethical responsibility, technological innovation, and sustainability initiatives in order to remain competitive in a rapidly changing retail environment.

[bookmark: _Toc224638523]4. Conclusion and Recommendations
This report applied the PESTLE framework to examine the external factors influencing Tesco’s marketing strategy. The analysis indicates that economic pressures, technological developments, and sustainability concerns are the most significant forces shaping Tesco’s strategic decisions.
Economic challenges require Tesco to maintain value-oriented pricing strategies and strengthen loyalty programmes to retain cost-conscious consumers. Social and environmental trends highlight the need for continued expansion of healthy and sustainable product ranges. Technological innovation should remain a strategic priority to improve customer experience and support data-driven marketing.
[bookmark: _Toc224638524]Recommendations
· Expand personalised promotions through enhanced use of Clubcard data analytics.
· Increase investment in sustainable packaging and promote environmental achievements within marketing communications.
· Strengthen local sourcing strategies to reduce political risks and supply chain disruptions.
· Reinforce value-focused branding to retain price-sensitive shoppers.
· Broaden plant-based and health-oriented product ranges to reflect evolving consumer preferences.
Conducting situational analysis is essential for effective strategic planning, as it enables organisations to anticipate environmental changes, adapt marketing strategies, and sustain competitive advantage in dynamic markets.










[bookmark: _Toc224638525]5. References 
Chaffey, D. & Ellis-Chadwick, F. (2019) Digital Marketing. 7th ed. Pearson.
Deloitte (2023) UK Retail Outlook. London: Deloitte Insights.
Euromonitor (2023) Consumer Trends in the UK Grocery Sector. London.
Kotler, P. & Keller, K.L. (2016) Marketing Management. 15th ed. Pearson.
Mintel (2024) UK Supermarket Retailing Market Report. London.
Office for National Statistics (ONS) (2024) Consumer Price Inflation, UK.
Porter, M.E. (2008) ‘The Five Competitive Forces That Shape Strategy’, Harvard Business Review, 86(1), pp. 78–93.
Tesco plc (2024) Annual Report and Sustainability Report. London.
UK Competition and Markets Authority (2023) Retail Pricing Regulations Guidance.
Varadarajan, R. (2020) ‘Customer information resources advantage’, Journal of Business Research, 107, pp. 233–246.

image1.png
UWTSD

London




image2.jpeg




image3.jpeg




