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[bookmark: _Toc155051096]Introduction
The success of a business is largely dependent on the environment it operates in. In this report, the impact the external environment on the business operation and performance of Tesco will be analysed. At the beginning of the report an overview of Tesco Plc is provided. In the later part, the impact of the external environment will be analysed using PESTLE analysis which will be followed by Porter’s Five Forces analysis. In the later part of the report, competitor analysis will be presented. Finally, a stakeholder analysis of Tesco will be discussed and based on this environmental analysis a recommendation will be made. 

[bookmark: _Toc155051097]About Tesco Plc
Tesco Plc, also known simply as Tesco, is a worldwide corporation that operates as a retailer of general items. The company conducts its commercial operations through a variety of retail formats as well as online. Large, small, dotcom only, and one-stop stores are some of the several formats that it operates stores in. These formats are characterised by size and the range of products that are sold. Tesco provides a wide range of products, including fresh food, beverages, bakery goods, groceries, home and entertainment items, baby products, apparel, household appliances, frozen food, products for pets, consumer electronics, and health and beauty products, electrical and electronic goods (Forbs, 2023). Additionally, it offers services in the areas of consulting, retail banking, and insurance through Tesco Bank in the United Kingdom. Both throughout Europe and in the United Kingdom, the company maintains a business presence. Welwyn Garden City, which is located in Greater London, is where Tesco's headquarters are located.


[bookmark: _Toc155051098]PESTLE analysis
Every day, millions of clients in a variety of countries shop at Tesco, a worldwide grocery behemoth. You can't help but notice this retail behemoth due to its enormous footprint in the sector. Tesco, like any other business, is subject to a myriad of external factors that might affect its current and future performance. The PESTLE study, which looks at the several elements that can affect a company's performance, can be used to Tesco as a means of analysing its environment. Examining the six interrelated aspects of Tesco's environment, economy, society, technology, law, and politics is what this PESTLE analysis is all about (Moro Visconti, 2020). An organization's performance can be impacted by various external variables, each of which is represented by a factor. Companies like Tesco can improve their knowledge of their operating environment and make more informed strategic decisions by thoroughly analysing these elements.
Political Factors
The external environment in which companies function is greatly influenced by political considerations. For this reason, it is critical to evaluate how political shifts have affected business processes. Government policies and regulations are a key political element that can impact Tesco's commercial activities. For example, Tesco's bottom line and staff morale are very susceptible to changes in government policy about taxes and minimum pay. International trade agreements are another factor that might affect how Tesco manages its supply chain and sets prices. Government stability is another potential political element influencing Tesco. Economic uncertainty, which can arise from political instability, can have a chilling effect on consumer confidence and purchasing habits (Gosh, 2020). In addition, governments that aren't stable enough to foresee their own policies could impose taxes or tariffs that companies don't want, among other things. If Tesco wants to succeed in its external environment, it needs to know how politics play a role.
Economic Factors
As part of the analysis, the economic considerations section outlines the many external economic variables that could affect the company environment. The monetary and fiscal policies of the government, as well as exchange and interest rates, are among these variables. Consumers' willingness to pay for goods and services is affected by inflation rates, which in turn affect Tesco's pricing strategy (Bhandari and Bansal, 2018). Because Tesco buys items from other countries, exchange rates are also crucial to its operation. Interest rates influence borrowing power and savings, which in turn influence consumer buying habits. Because shifts in tax policy have the potential to raise or lower consumer disposable income, these policies have an impact on Tesco's business operations. All things considered; Tesco will be able to keep up with the competition by adjusting its plans in light of these economic factors. Cultural beliefs, lifestyle trends, demography, and education levels are some of the "social factors" that can influence customer behaviour in relation to Tesco's offerings.
Social Factors
In this part, we will examine the societal elements that have an effect on Tesco's business practices. Population shifts, fads in consumer habits, and lifestyle trends are three important factors to think about. Alterations in demographic variables, including changes in gender, age, and ethnicity, can have an impact on consumer behaviour (Campisi and Caprioni, 2016). Lifestyle trends include more systemic changes in society, such as an increased focus on health and sustainability, which can influence product demand. Finally, Tesco can better meet its consumers' changing demands and preferences by studying their behaviour.
Demographics change: In wealthy nations like the UK, where Tesco operates, the ageing population has grown rapidly. The demographic shift has presented Tesco and other businesses with new hurdles. They must now serve older customers with various demands and preferences. Tesco must change its strategy to fulfil these needs. Multiculturalism and diversity are also growing in many civilizations. People from different ethnicities settle in developed countries like the UK and bring their own cultural customs and consumption trends. Some civilizations buy fresh produce everyday instead of big foods weekly. Retailers like Tesco must modify their marketing strategy to meet changing consumer needs while retaining their customers.
Lifestyle trends: Lifestyle trends are how people live and behave. These trends can significantly affect consumer behaviour. For instance, healthier eating habits are driving organic food demand. Tesco has added organic products to its stores to follow this trend. Shopping convenience is also growing in popularity. In response, Tesco has aggressively invested in its online operations and home delivery service. These trends provide obstacles, such as growing competition from Amazon's same-day delivery services. The next section will discuss consumer behaviour and how Tesco can adapt to shifting tastes while staying profitable.
Consumer Behaviour: Retailers must study consumer behaviour to adapt marketing and offer items that fit client needs. Personal cultural, social, and psychological factors affect consumer behaviour (Campisi and Caprioni, 2016). Retailers must examine these elements to understand consumer behaviour. Retailers must analyse consumer behaviour to determine why customers buy certain items or services to enhance their tactics.
Retailers may win customers' hearts and get a competitive edge by considering these criteria while creating marketing strategy.
Technological Factors
Because technological progress has the potential to both challenge and enhance established company models, it is not surprising that technological variables can have a significant influence on the economic climate. To improve the shopping experience for customers and streamline processes in the supply chain, Tesco has put a lot of money into technological projects such as self-checkout, digital signs, mobile apps, and online platforms (Catalão, 2022). Technology has been essential in Tesco's success by allowing them to satisfy evolving consumer tastes and enhance productivity. One way that technology has changed Tesco's business strategy is through its online grocery platform. With the proliferation of online shopping, more and more people are opting to do their shopping without leaving the house. With Tesco's online platform, consumers can place grocery orders via website of application and have them delivered straight to their door. Customers are benefited and Tesco is able to generate more income as a result. In general, technical considerations have boosted Tesco's bottom line by making the company more efficient and enhancing the consumer experience.
Legal Factors
Avoid ignoring critical areas where changes in the law can impact your company's ability to meet its goals in a commercial legal context. As many as seventeen Tesco employees sued the company in 2016 for alleged gender and age discrimination. After discovering pitiful pay rates for working nights, weekends, and holidays, employees were understandably irate. Lastly, Tesco consented to pay GBP 12 million to resolve the legal case, which it faced for accounting fraud and misleading investors (Butler, 2023). A stringent code of practice established by the Food Retailing Commission (FRC) governs how Tesco must run its business. We hope that by discussing the results of Tesco's pestle analysis, you will gain a better grasp of the external forces impacting the retail industry and the company's operations.
Environmental Factors
Environmental factors analysis shows how outside forces could affect a company, showing how important it is to adjust to new situations in light of growing worries about sustainability and resource loss. As one of the world's leading retailers, Tesco is obligated to take these issues into account when formulating its long-term strategies.
Climate change: Businesses must work towards lowering their carbon footprint in response to the urgent need to address the growing threat of climate change and the rapid depletion of natural resources. Sustainable packaging and investments in renewable energy are only two examples of the steps that Tesco has already made.
Waste Management: Businesses are being put under additional pressure to implement sustainable waste management procedures as customers grow increasingly conscious of the negative impact that garbage has on the environment. Consequently, Tesco has launched a number of programmes, including food donation schemes and recycling initiatives, with the goal of attaining zero-waste status by 2030 (Gain, 2020).
For Tesco to thrive in the long run in a dynamic business climate that emphasises sustainability, it is essential to take these environmental considerations into account.

[bookmark: _Toc155051099]Porters Five Forces Model 
Tesco Porter's Five Forces analysis examines its competitors and industry dynamics. The analysis evaluates the company's position based on new entrants, substitutes, buyer and supplier bargaining power, and competitive rivalry. Here is the Porter Five Forces Analysis of Tesco Plc:
Threat of New Entrants: British general merchandise retailer Tesco is one of the world's largest. Competition from new entrants is a major issue for Tesco. Opening a store requires a large investment for a newcomer. Comparing to a giant like Tesco would mean facing their unmatched sales and marketing efforts. Additionally, big players might offer economies of scale and prices (Nguyen, 2020). However, a new player will struggle to give big discounts or deals, putting them at a disadvantage. New players will struggle to enter the big firms' distribution and supply chains. Additionally, big enterprises' labour force, management team, etc. provide them an edge. Thus, Tesco faces little threat from new entrants.
Threat of Substitutes: Even though many items can substitute the actual things, Tesco sells those that suit basic demands. Thus, substitutes pose little threat. Tesco sells year-round products like groceries, apparel, gas, electronics and more, and it replenishes its retail stores when stocks run low. Product regulars also consider pricing. Since these products meet daily demands, people may opt to buy from someone at a lesser price (Catalão, 2022). This further reduces substitution threat. However, Tesco's best products offer it a market advantage. Substitutes will moderately impact Tesco's business.
Bargaining Power of Customers: Many retailers compete, which affects customers' negotiating power. Since the store sells things that meet basic customer demands, they can choose stores with the greatest economies of scale. However, retail pricing for basic commodities will barely change (Moura, 2021). Products will be of the same quality throughout stores. A low negotiating power of customers is expected. Furthermore, the products lack loyalty potential. Customers pay less to move retail stores when buying Tesco products. Thus, customers have moderate bargaining leverage over Tesco operations.
Bargaining Power of Suppliers: Suppliers have less negotiation leverage for Tesco products. Retail establishments receive merchandise from several suppliers. Retailers like Tesco can easily switch suppliers. Retail owners alone have negotiating power and can set the price to close the business. Each retailer has many suppliers for the same item. Retailers can choose products from vendors with the lowest prices if the quality is the same (Miri and Nia, 2019). Supplier negotiating leverage is poor in Tesco's operations.
Competitive Rivalry: Tesco faces stiff competition from Walmart, Carrefour, Sainsbury's, ASDA, and others. These established enterprises have robust supply chains and logistic networks and are similar. They sell similar things at similar pricing. Advertising and other marketing methods provide big advancements. Companies use numerous marketing tactics to differentiate themselves from competitors (Mhlanga, 2018). The players' strong price wars typically lead to economies of scale for these enterprises. Price wars are important in competitive markets because enterprises sell products to meet basic requirements. Any strategy you use will be copied by competitors. Thus, Tesco is heavily influenced by competition.
In conclusion, the Tesco Porter Five Forces Analysis shows how its competitive environment is affected. This knowledge helps companies assess external business factors.

[bookmark: _Toc155051100]Competitor Analysis
There are two types of competition in Tesco's market: direct and indirect. Companies who provide goods and services that are identical to Tesco's are known as direct competitors, whilst companies that provide goods and services that are comparable but not in the same market are known as indirect competitors. When it comes to international markets, Tesco faces competition from both multinational and local chains.
[bookmark: _Toc155051101]Competitors of Tesco in the UK
The following grocery stores compete with Tesco in the United Kingdom: Sainsbury's, Asda, Co-op, Lidl, Morrisons, Aldi, and Iceland. With a 27.5% market share, Tesco dominates the industry (Bedford, 2023). Its two main competitors are ASDA and Sainsbury's. Discounters like Lidl and Aldi also provide tough competition for Tesco. In a race to catch up, Aldi is posing a threat to rivals like ASDA and Sainsbury's. Tesco has responded to this threat by launching "Aldi Price Match" promotions. Morrisons is likewise a formidable competitor. Among British supermarkets, Sainsbury's ranks second. Its concentration is on more well-off consumers and it offers more expensive products, which is slightly different from Tesco's target demographic. With its robust online presence, customers can take advantage of delivery and click-and-collect options (Barnes, 2020). Among British supermarkets, Asda ranks third. Customers that are price-conscious and seeking the best deals are its target demographic, much like Tesco. Offering delivery and click-and-collect services, Asda has also been pouring a lot of money into its online presence. For fourth place in the UK grocery and supermarket industry, Aldi and Morrisons are neck and neck. Both have been pouring resources into automation and innovation in an effort to cut costs and boost efficiency. Every one of Tesco's rivals approaches the market in a somewhat different way. While Asda is busy growing its network of stores and concentrating on low-priced goods, Sainsbury's is building its online presence and concentrating on high-quality products. While Aldi is concentrating on value-priced products and growing its online presence, Morrisons is concentrating on value-priced products and increasing the number of stores it operates.
[bookmark: _Toc155051102]Indirect competitors of Tesco
In addition to its direct rivals, Tesco faces competition from a wide range of indirect rivals. These businesses are in the same industry as one another but do not compete in the same market. Online stores, bargain stores like Poundland, and corner stores all fall into this category. Tesco uses a variety of tactics in its battles with rivals. In terms of distribution networks, retail locations, product quality, and price, there are a number of important strategies (Downing, Kang and Markman, 2019). Since own-brand products generate more revenue than branded ones, Tesco has been concentrating on increasing its selection of them. In an effort to save expenses and boost productivity, it has also been pouring resources into automation and technology. It has also been working hard to increase the number of its retail locations in the United Kingdom and abroad. Having said that, it should be noted that Tesco has been said to have been antagonistic towards certain rivals. One example is the February 2020 censure of Tesco by the UK's Competition and Markets Authority (CMA) for illegally prohibiting competitors from establishing stores in close proximity to its own (Wood, 2020).
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[bookmark: _Toc155051104]Internal stakeholders of Tesco
Employees, management, the board of directors and administrative committee, and shareholders are the primary internal stakeholders of Tesco.
Employees of Tesco: Tesco, like every other company, places a premium on its employees and managers. This organisation has 345,000 "colleagues" all across the globe (Statista, 2022). Human resources are central to its operations. But Tesco could do more to make sure its workers are happy. In the past, thousands of workers there decided to go on strike over salary and other concerns.
Tesco Board: Several non-executive directors sit alongside the chairman, chief executive, and chief financial officer on Tesco's board of directors. They hold tremendous sway and play a pivotal role in the organisation.
Shareholders of Tesco: Among Tesco's most valuable constituencies are its shareholders. Fidelity International, Norges Bank, BlackRock, Inc., and Schroders plc are the main shareholders (CNN, 2022). It should be noted that Tesco has experienced shareholder revolts regarding executive compensation on previous occasions. Similarly, in response to shareholder requests for healthier food sales, the company declared its intention to enhance the health characteristics of its products by the year 2025.
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Customers, suppliers, creditors, rivals, advocacy organisations, communities, and governments are some of Tesco's most important external stakeholders.
Customers of Tesco: On a weekly basis, Tesco caters to millions of clients. They are essential to its survival. Consequently, it is crucial to make them happy and keep them as customers. Nevertheless, clients may become irritated by certain choices. Take Tesco's move to halve the price of plastic bags as an example; it displeased some customers (Fama, 2021). It cited environmental concerns as the rationale for the move, but consumers were upset that the price hike came at a time when they were already struggling to make ends meet.
Suppliers of Tesco: The thousands of suppliers and manufacturers that Tesco collaborates with allow them to provide consumers with high-quality, nutritious, and environmentally friendly products. Producers and suppliers like these not only supply Tesco with the goods it needs, but they also aid in the company's fight against food waste.
Competitors of Tesco: Both domestically and internationally, Tesco faces stiff competition from a slew of major supermarket chains. supermarket chains Morrisons, Sainsbury's, and ASDA. In the United Kingdom, Tesco's primary rivals include Co-op, Lidl, Aldi, Waitrose, and Iceland (Bedford, 2023). Both domestically and internationally, Tesco faces stiff competition from a slew of major supermarket chains. supermarket chains Morrisons, Sainsbury's, and ASDA. In the United Kingdom, Tesco's primary rivals include Co-op, Waitrose, Lidl, Aldi, and Iceland.
Governments and pressure organisations: A number of interest groups are increasing their scrutiny of Tesco on a variety of topics, including but not limited to employee and supplier wages, genetically modified feed, social responsibility, and many more (van der Graaf, Otjes and Rasmussen, 2015). The governments of the nations in which it does business also have the power to influence its operations through the introduction of new regulations and changes in tax policies.   
Local communities: The local communities are frequently deeply affected by the way Tesco does business. It would not be shocking if local communities voiced their displeasure with any of its operations. 
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Based on the external environmental analysis here are some recommendations for Tesco. 
· The success of Tesco depends on sustainability, acceptability, and feasibility. Tesco has dominated UK grocery retail for a decade. Since it only operates in 14 countries, it can slow or stop worldwide expansion and focus on existing stores. Tesco must operate in banking, fashion, and other industries to increase earnings despite its enormous market share. Tesco can focus on non-food products alongside food to increase profits. It can also maintain its global position by forging alliances with other companies to offset weaknesses like competitors and stockholder reactions and reach its aim.
· Good quality products, fewer negative feedback on customer service and product quality, complements, and low prices are the main requirements for attracting more customers and increasing sales.
· Internal business processes need higher profitability.
· Learning-wise, it must focus on complementarity, lower prices, and outstanding service to compete with its main players.
· Growing globally, Tesco can capture additional markets. 
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Throughout the report, the impacts of the external environment on the business operation of Tesco were analysed. In the first part of the report, it was found that the high inflation rate is affecting the profitability of the business. The late part shows that because of its large size the company enjoys less threat of new entrance in the industry. The company is competing both local and international market. Finally, the stakeholder analysis shows that Tesco has a large pool of employees and a bunch of expert shareholders which is an asset for the company. 
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