
The Impact of Inflation on Tesco's Operations 

 

Inflation has really hit UK businesses hard, and Tesco, being the nation's largest retailer, has 

experienced this struggle directly. Over the past year, the cost from suppliers has shot up by 

more than 8% (Tesco PLC, 2023), prompting the company to reevaluate its approach to 

business. The tricky part? Finding a way to keep prices reasonable for shoppers while 

dealing with these increased expenses. 

Pricing has been a major hurdle for Tesco. As families have had to tighten their belts, many 

have turned to discount stores like Aldi and Lidl for more attractive deals. To keep up, Tesco 

has broadened its Aldi Price Match campaign and reinforced its Clubcard Prices program. 

These strategies have been vital in holding onto customers, since studies indicate that 78% 

of UK shoppers are actively trying to reduce their grocery bills (IGD, 2023). By offering 

improved discounts and incentives, Tesco has made sure that budget-conscious consumers 

still feel they're getting a good deal when shopping there, rather than defecting to rival 

stores. 

Inflation, however, hasn't merely impacted consumers' checkout totals; it's also strained 

Tesco's supply chain. Escalating fuel expenses have driven up transportation costs, while 

climbing energy prices have boosted the expenses associated with operating stores, 

warehouses, and refrigeration units. Furthermore, the escalating price of goods has 

complicated Tesco's ability to safeguard its profit margins without transferring some of 

these expenses to customers. Simultaneously, labor expenditures have surged, as Tesco has 

implemented several salary hikes to assist employees during the cost-of-living crunch 

(Butler, 2024). These various pressures have compelled the firm to seek out more 

intelligent, streamlined operational methods. 

 A significant change Tesco has observed is the evolution in consumer purchasing patterns. 

An increasing number of shoppers are choosing Tesco's own-brand and value-range items 

over premium or branded options. Indeed, sales within these categories have leaped by 40% 

(Retail Economics, 2024). There's a big shift happening in how folks are choosing to spend 

their cash. To ride this wave, Tesco's bulked up its "Exclusively at Tesco" value line and given 

its stores a makeover, making cheaper items easier to spot and grab. In this tough retail 

scene, Tesco's also poured money into tech and supply chain upgrades to stay in the game. 

They've brought in robotic warehouse systems and spruced up inventory management to 

trim expenses and make things run smoother. Plus, their Sustainable Cost Programme is 

weeding out waste across the supply chain. The British Retail Consortium (2024) says these 



kinds of cost-cutting moves are vital for stores that want to make it in this inflation-hit 

market. 

Moving forward, it will be crucial for Tesco to find the perfect balance between keeping 

prices low, running efficiently, and coming up with new ideas to stay ahead. They've shown 

they can handle the rising cost of living, but they're not out of the woods yet. As prices 

continue to climb and people change how they shop, Tesco's dedication to giving customers 

good deals while streamlining their business will be vital to their continued success. 
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