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[bookmark: _Toc1965]Executive Summary
Tesco plc is a significant participant in the global retail sector. It has been and is likely to be confronted with both favorable and unfavorable conditions in the present and the future. This research therefore, has identified significant elements influencing Tesco's operations through a thorough analysis that makes use of frameworks like SWOT analysis, PESTEL,  McKinsey's 7S Framework and Porter's Five Forces. The results obtained show that e-commerce growth is being driven by technological advancements, political events like Brexit, social trends emphasizing health and diversity, legal regulations influencing labor practices, economic fluctuations,  and market competition, as well as environmental concerns pushing for sustainability. To assure Tesco's future success in a competitive and changing landscape, recommendations include investing in technology and e-commerce, prioritizing sustainability measures, and exploring chances for worldwide expansion. 
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Critical Analysis of Tesco plc's Current and Future Environments
1. [bookmark: _Toc19813]Introduction
Tesco is a London based and international supermarket chain. It is the 3rd largest retailer globally and possesses over 440,000 personnel around the globe (Sallent, Pérez and Valenzuela  2018). The business is continually establishing, and it has reacted nicely to greater demand within the community. The company delivers its own-brand items and also merchandise from other firms. These contain foods, as well as non-foods such as electronics, furnishings, and so on. In response to global economic challenges that impact businesses in varied ways. The function of this report is to perform equally an internal and external examination on Tesco, employing proper models (PESTLE, SWOT, Porter's Five Forces and McKinsey's 7S Framework analysis), critically assessing the findings of the data obtained and presenting a thorough and sustainable strategy for Tesco which includes temporally, concentrating on potential placement and direction in the business.
[bookmark: _Toc11186]1.1 Background of Tesco plc
The British retail giant is known for its greatness through the sales it garners both locally and globally as well as the whooping profits that exceed £3 billion and revenue exceeding £60 billion in 2023 (Bedford 2023). Tesco plc has a broad diversification with operations in 13 other countries in addition to the UK. Its operation occurs under four branches that include; Extra, Metro, Superstore and Express. The UK grocery market is primarily led by four main supermarkets, which are Tesco, Sainsbury's, Asda and Morrisons. These supermarket chains have a market share of around 70% of the whole UK market  (Bedford 2023). However, Tesco plc has the largest market share compared to others. The major focus of Tesco plc is the UK market. However, the strategy of Tesco has recently changed from UK market concentration to global domination. The retailer is thus considered one of the largest supermarket chains across the globe. It has therefore been operational for more than 90 years (Hasan 2023).
[bookmark: _Toc16530]1.2 Purpose of the Report
This report aims to conduct an external environment analysis using a PESTEL analysis and other appropriate framework/models. Furthermore, many different factors that may affect the success of Tesco in the short, medium or long term will be considered. Last but not least, a range of strategies and proposals will be provided based on the research findings according to the purpose of the study. This report is directed towards providing a detailed critical analysis of the business environment of Tesco. This will be done through the identification of the key success factors in the business and by suggesting and critically analyzing the implementation of strategic and operational changes for the business. In order to judge the current and future business environment and the current and future position of Tesco, the most suitable tool to be used will be PESTEL analysis. This is because PESTEL is especially useful when starting a strategic analysis as it can help to identify the most important information (Buye 2021). 
2. [bookmark: _Toc23495]Main Findings
A number of circumstances such as geopolitical tensions, trade disputes, the aftermath of the Covid-19 pandemic, fluctuations in global currencies hence unstable economic situation, changing consumer behavior and supply chain disruptions are among some of the key issues making the global economic situation to be quite complex.  As a result, the supermarket chain industry has felt the impact of such issues resulting in significant transformations. Retailers have adjusted their strategies to reflect the shift in consumer tastes toward healthier food options and online shopping. Furthermore, the industry's requirement for efficiency and uniqueness has grown due to rising competitiveness and cost pressures. 
The main framework that will be used in this case is the SOSTAC framework. SOSTAC can be described as a framework for strategic planning that helps businesses create all-encompassing business and marketing strategies. It simply is an acronym for the words; Situation, Objectives, Strategy, Tactics, Actions, and Control. In order to analyze the present environment, come up with goals, develop strategies, put tactics into practice, carry out activities, and track performance, each component of the framework is essential. Therefore, Tesco plc can drive sustainable growth and competitive advantage in the ever-changing retail landscape  by using the SOSTAC framework to analyze its current and future environments thoroughly, set clear objectives, develop strategies that work, put actionable tactics into place, carry out initiatives effectively, and track performance. To ensure this framework works, several analyses have to be conducted.
[bookmark: _Toc277]2.1 PESTEL Analysis
[bookmark: _Toc24342]2.1.1 Political
Brexit impact
Being one of the biggest supermarkets in the region and also in the world, Tesco gets a large portion of its fresh vegetables, packaged goods, and non-food items from imports. As a result, uncertainties about trade agreements and customs processes have been brought about by Brexit. For instance, Tesco’s annual report of 2021 highlights possible effects of Brexit on Tesco's operations and supply chain (Tesco 2021). 
Import and Export Tariffs
The cost of goods imported into the UK may increase due to changes in tariffs following Brexit, if Tesco decides to pass on these costs to customers (REUTERS 2020). In order to lessen the impact of tariffs, Tesco might have to renegotiate supplier contracts or source goods domestically.
The Availability of Labor
Tesco staffs its stores, warehouses, and delivery hubs with a varied workforce that includes citizens of the European Union. Following Brexit, changes in immigration laws may have an impact on hiring and labor availability (Ghauri and Ott 2022). Tesco might have trouble finding and keeping qualified employees, especially in places where there is a labor shortage.
Government regulations
Government rules pertaining to product labeling, food safety, and environmental sustainability apply to Tesco. Observance of environmental, health, and safety regulations may have an impact on business practices and product offerings.
[bookmark: _Toc840]2.1.2 Economic Analysis
The spending patterns of consumers
Consumers sometimes become more cost-conscious during recessions and may prioritize necessities above frivolous purchasing. Research on the retailer indicates that it has the lowest customer loyalty rates compared to its competitors (Chowdhury 2021). Therefore, Tesco, although well-known, may witness changes in customer demand as people look for more affordable options in an effort to save money.
Rates of inflation
Research indicates that although TESCO has managed to recover its profit following the Covid-19 pandemic, there is still a challenge when it comes to the company’s cash flow and high liabilities (Gan and Yan 2023). To maintain its profit margin and remain competitive, Tesco has to revise its pricing strategy so that it can effectively handle inflation.
[bookmark: _Toc9283]2.1.3 Social Analysis
Many customers want healthier options when it comes to groceries. The retailer has therefore increased its variety of organic and pro-healthy products (Rosnizam et al. 2020). This includes snacks as well as farm produce.   
The high number of elderly consumers as well as the rising number of different ethnic groups has prompted Tesco to personalize its products to cater for the varied needs of its customers (Humby, Hunt and Phillips 2008).
[bookmark: _Toc9]2.1.4. Technological Analysis
Widespread growth in e-commerce
Tesco has invested heavily when it comes to technology and this is to ensure that its customers get the best shopping experience from the retailer when compared to its competitors (Utama et al. 2022). The retailer has created user-friendly mobile apps and websites with features including easy payment options, convenient delivery alternatives, and tailored recommendations.
Satisfying the High Demand for Online Grocery Purchasing
In order to avoid congested supermarkets, more customers are choosing home delivery or Click & Collect services, which has pushed the trend towards online grocery shopping. To accommodate the increasing demand, Tesco has increased the range of online groceries it offers as well as its delivery service (Smith 2023). It can now accommodate more customers for Click & Collect and home delivery services.
[bookmark: _Toc14916]2.1.5 Environmental Analysis
Initiatives linked to sustainability
Consumers, stakeholders, and regulatory agencies are putting more and more pressure on businesses like Tesco to implement sustainable practices and lessen their environmental effect (Ocran 2023).
Climate change impacts
Tesco has taken steps to lessen the effects of climate change on its supply chain and business operations for example lessening its emissions per unit square (Gouldson and Sullivan 2013). This entails making investments in agricultural methods that are climate resilient, enhancing the resilience of the supply chain, and establishing goals to lower greenhouse gas emissions.
[bookmark: _Toc17887]2.1.6 Legal Analysis
Regulations regarding market competition
By abiding by laws pertaining to pricing strategies, market domination, and mergers and acquisitions, TESCO complies with competition legislation (Chen 2022). In order to assure compliance, it could also take part in ethical business practices and collaborate with regulatory bodies.
Laws that govern the employment sector
Tesco upholds strict human resources policies and procedures in order to comply with labor laws and guidelines. Fair pay, secure working conditions, and observance of employee rights—such as the freedom to engage in collective bargaining and the prohibition against discrimination—all fall under this category.
[bookmark: _Toc19291]2.2 SWOT Analysis
Tesco’s strengths, weaknesses, opportunities and threats are as indicated in the table below.
	[bookmark: _35nkun2][bookmark: 1ksv4uv]Strengths
	Weaknesses
	Opportunities
	Threats

	- A strong brand reputation (Rosnizam et al. 2020). This is as a result of its high-quality goods, good customer service, and a dedication to social responsibility among others. 
- The retailer’s product portfolio is diversified (Moura 2021). The retailer is more concerned with meeting the varied needs of its clients thereby granting them value and convenience. 
	- The retailer is heavily dependent on the UK market (Mezgobo 2018).Although Tesco has attempted to invest in other global markets, its performance in the home market has a big impact on its overall financial health, and the UK market is still very important to the company.
- The retailer also has a negative public outlook (Kukreja and Gupta 2016).


	- Tesco has room to grow by becoming global, especially in emerging nations where urbanization and disposable incomes are rising (Fischer 2023).
- Tesco may use technology to improve customer service, expedite processes, and gain market share in the e-commerce industry (Pantano et al. 2017)
	- Tesco is up against fierce competition from internet giants like Amazon and Ocado as well as more established competitors like Sainsbury's and Asda (Xiao, Chen and Yu 2021).
- The global economy is quite uncertain with fluctuations in currencies and geopolitics. This implies that Tesco may use a range of tactics, including diversifying its supplier base, hedging against currency changes, keeping a flexible supply chain, and closely observing geopolitical developments. This also sheds light on the retailer’s customer service, innovation and pricing strategies. 



[bookmark: _Toc31859]2.3 Porter’s Five Forces Analysis
The bargaining power of suppliers for Tesco can be said to be moderate (Catalão 2022).This can both be a strength and a vulnerability. Tesco can negotiate advantageous terms with suppliers thanks to its size and market dominance, but its reliance on particular suppliers may reduce its bargaining power.
The bargaining power of buyers is quite high (Dobson and Chakraborty 2008). This is because, with so many options available to them, consumers in the grocery retail industry are price sensitive and have high standards for convenience and quality. Therefore, as a major player in the market, Tesco has to continually modify its plans to meet the demands and preferences of its clients while surviving the competitive environment.
The threat of new entrants is moderate (Obitz 2009). This is attributed to entry difficulties which include economies of scale and high capital needs, but the emergence of online grocery delivery services has lowered these obstacles. Although there are alternatives on the market, Tesco's competitive advantages in terms of price, customer loyalty, accessibility and product selection all work together to lessen the threat that substitutes bring. Tesco can continue to be the customer's first choice in the retail sector by consistently concentrating on providing value and convenience.
The threat of substitutes is low to moderate (Samdani 2020). Although there are alternatives, such as specialty shops and local markets, Tesco is still a favorite option for many customers due to its affordability, accessibility, and range of products.
Competitive rivalry is high (Harris and Ogbonna 2019).  Pricing pressure and the need for distinctiveness are brought about by fierce competition from cheap stores like Aldi and Lidl as well as major grocery chains like Sainsbury's and Asda.
[bookmark: _Toc13622]2.4 The McKinsey's 7S Framework
Businesses have to innovate unless their competitors render them completely obsolete (Keiningham et al. 2021). The below discussion is therefore, how the McKinsey's 7S Framework can be applied to Tesco.
Strategy: The strategy the retailer uses  has changed throughout time, moving away from a UK-centric approach and toward a more global one that involves diversifying its product and service offerings and entering new countries.
Structure: Tesco has distinct divisions for various business categories and geographical areas as part of its organizational structure, which is intended to support its diversified activities.
Shared values: These include a dedication to offering its consumers value, choice, and service in addition to an emphasis on corporate responsibility and sustainability.
Systems: The retailer utilizes a range of systems to facilitate its business operations, such as data analytics platforms, supply chain management systems, and customer relationship management (CRM) tools.
Skills: The company makes investments to enhance the competencies and abilities of its personnel in order to fulfill the demands of the ever-changing retail sector.
Staff: Tesco prioritizes the recruitment, retention, and development of skilled individuals who share its values and contribute to its strategic goals.
Style: Represents an approach towards leadership which is a combination of a visionary strategy, excellence when it comes to operations and susceptibility to trends in the market.
3. [bookmark: _Toc13499] Recommendations
Tesco should put its resources into technology as well as online markets trade. This is because the aforementioned have become quite popular especially when it comes to shopping for groceries.  This will therefore entail personalizing their online services, coming up with apps and websites that are easy to use for customers and also mobile friendly. By doing that, Tesco can ensure that its customers are satisfied, a growing online presence, as well as stay competitive.
Undertake sustainability initiatives. In light of mounting pressure from stakeholders, customers, and authorities to implement sustainable practices, Tesco ought to give sustainability programs top priority throughout its business. This entails cutting carbon emissions, putting climate-resilient farming practices into practice, and strengthening supply chain resilience. The result would be that Tesco will improve its brand image, capture the attention of environmentally conscious consumers, and save itself from legal issues that pertain to sustainability. It will also expand and have varied global consumers and products. The supermarket chain should therefore look into global expansion as well as diversify its portfolio so that it can stay above risks that result from economic volatility and competition in the market. 
4. [bookmark: _Toc20206]Conclusion
By thoroughly studying Tesco, the revelation from its current and future environment suggests that a wide variety of factors are to be put into consideration for it to effectively succeed. Such factors entail the legal, social, political, environmental, economic and  technological. Nonetheless, Tesco stands out as a resilient company which has been able to withstand tough competition in its market, Brexit and economic challenges. The reason for this is because the organization has had an effective strategic approach that has enabled it to quickly adapt to the varied market dynamics. Tesco can therefore easily manage the dynamic nature of its market through capitalizing on its strengths, taking opportunities as soon as they present themselves, handling its weaknesses and making sure threats stay to a minimum and this is revealed through the thorough analysis using SWOT and Porter's Five Forces. The recommendations also shed light on the organization’s long term potential and if adopted, the company would attain long term success, strengthen itself against competitors while ensuring their customers are as satisfied as possible. 
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