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Executive Summary
The purpose of this report is to comprehensively analyze the external and internal environment faced by the British supermarket chain Tesco at present and in the future, so as to meet the global economic challenges. Through the use of theoretical tools such as PESTEL, SWOT, Porter’s Generic Value Chain, McKinsey’s 7S Framework and Porter’s 5 Forces, this paper makes an in-depth analysis and puts forward corresponding suggestions. Through PESTEL analysis, Tesco faces many challenges in the external environment, such as politics, economy, social culture, technology, environment and law, among which environmental factors are particularly prominent, and the use of plastic packaging and food waste are the core issues. SWOT analysis reveals Tesco's obvious advantages in sustainable development and environmental protection, but at the same time there are shortcomings in supply chain management and innovation. Porter's five-force model reveals the fierce competition in the industry. Substitutes and potential entrants pose a threat to Tesco, and the bargaining power of suppliers and buyers also affects its competitiveness. Efforts are still needed in packaging sustainability and reducing food waste. Through the analysis of Porter’s Generic Value Chain, it is found that Tesco has strong capabilities in procurement and logistics, but it lacks innovation in sales and service, which cannot meet the increasingly diversified needs of consumers. McKinsey’s 7S Framework reveals the challenges Tesco faces in organizational collaboration, mainly focusing on structure, system and style. Based on the above findings, this report suggests that Tesco strengthen the implementation of environmental sustainability strategy, especially reducing food waste and plastic packaging. Secondly, Tesco can improve the innovation and personalization of sales and services, and use big data and artificial intelligence technology to accurately recommend products and services. Finally, optimizing the organizational structure, strengthening internal coordination and adjusting the organizational structure are also feasible strategies.




1. Introduction
In view of the complex and changeable global economic situation, the retail industry is facing unprecedented challenges. In order to meet these challenges, the strategic marketing department of Tesco was entrusted by the manager to conduct a comprehensive and in-depth audit of the internal and external environment of Tesco supermarket chains. As one of the leading supermarket chains in Britain, Tesco has a wide brand portfolio and a huge market share. However, in the changing economic environment, Tesco must constantly adjust and optimize its strategy to ensure its continuous market competitiveness and profitability. This audit will use theoretical tools such as PESTEL, SWOT, Porter’s Generic Value Chain, McKinsey’s 7S Framework and Porter’s 5 Forces to critically analyze the current and future situation of Tesco, with a view to providing strong support for the company to formulate more accurate and effective strategies.

2. Main Findings
2.1 PESTEL Analysis: Environmental Challenges of Plastic Packaging
Based on PESTEL analysis, Tesco Plc, a British supermarket chain, faces a series of external challenges in politics, economy, social culture, technology, environment and law (Song et al., 2017). 

From the political point of view, new regulations and guidelines, such as the provisions on food packaging and sustainability, are having a far-reaching impact on the operation mode of Tesco. For example, the United Nations estimates that food waste accounts for 8-10% of global greenhouse gases (TESCO, 2023). If food waste is a country, it will become the third largest source of greenhouse gas emissions. In response to this global problem, the government is strengthening the supervision of food packaging and waste management, which requires Tesco Plc to make major improvements in supply chain management, product packaging and waste treatment.

Economically, global economic fluctuations, inflation and currency value fluctuations pose a direct threat to the profitability of Tesco. Especially in the food industry, 30% of global greenhouse gas emissions come from this field, which makes Tesco Plc face great pressure to reduce carbon emissions while maintaining economic growth (Tesco, 2024).

At the social and cultural level, consumers pay more and more attention to healthy food and environmental protection packaging. For example, 70% of plastic waste in Britain is packaging material, while only 46% of household waste is recycled (Tesco, 2023). This shows that consumers are more and more inclined to choose environmentally friendly and sustainable products and packaging, which puts forward new requirements for Tesco Plc's product supply strategy.

In terms of technology, the development of digitalization and automation has brought Tesco opportunities to improve operational efficiency and customer experience, but at the same time it has also brought new challenges to data security and privacy protection. With the popularity of online shopping, how to ensure the security and privacy of customer data has become an important issue for companies.

In terms of environment, Tesco faces the dual challenges of reducing carbon emissions and food waste. The company promises to achieve carbon neutrality in its own operations by 2035 and net zero emissions in the whole business scope by 2050 (Tesco, 2023). In order to achieve this goal, Tesco Plc needs to make major improvements in energy use, refrigeration efficiency and the adoption of renewable energy.

Among all these factors, the challenge of environmental factors to Tesco Plc is particularly prominent. Specifically, the use of plastic packaging and food waste are the core of environmental challenges. Packaging plays an important role in Tesco's business, but it is also an environmental burden. 70% of British plastic waste comes from packaging, and Tesco has removed nearly 2.2 billion plastic products from its British business (Packaging and plastic, 2024). Nevertheless, plastic pollution is still a global problem, posing a potential threat to Tesco's brand image. Tesco can turn these external challenges into the driving force for the sustainable development of enterprises. By actively responding to environmental laws and regulations, Tesco can strengthen its brand image and attract consumers with strong environmental awareness. If Tesco fails to meet these challenges in time, it may face risks such as brand image damage and market share decline. Therefore, Tesco needs to pay close attention to relevant regulations and market trends and adjust its strategy in time to avoid potential threats.

2.2 SWOT Analysis: Sustainable Development Advantage and Supply Chain Dependence Coexist
SWOT analysis points out that there are advantages and disadvantages within the company (Phadermrod et al., 2019). On the one hand, Tesco has shown remarkable advantages in sustainability and environmental protection. Tesco has successfully removed nearly 2.2 billion pieces of plastic from its UK business (Packaging and plastic, 2024), including plastic fragments in various product packages and greeting cards, which will not only help to enhance the company's environmental image, but also attract more and more consumers who pay attention to sustainability. Although Tesco has made remarkable progress in sustainability and employee treatment, it still faces some internal disadvantages. Tesco has dependence in supply chain management. However, if suppliers are unable or unwilling to meet the company's sustainability standards, Tesco may face the risk of supply chain interruption or rising costs.

From the perspective of external threats and opportunities, on the one hand, Tesco has market opportunities to expand its brand influence. As consumers pay attention to the topic of sustainability, Tesco's practice of sustainability is in line with consumers' preferences (Nyame-Asiamah and Ghulam, 2020). On the other hand, external threats also exist. In the UK, some large supermarket chains have also begun to pursue sustainable business ideas through environmentally-friendly packaging, which may pose a threat to Tesco's market share (bilińska-formatter et al., 2019). In addition, due to the dependence on policies (Ellsworth-Krebs, 2022), Tesco may face the threat of rapidly changing its marketing strategy if the government introduces stricter packaging recycling policies.

Based on the above SWOT analysis, it can be seen that Tesco has advantages in sustainable strategy. However, changes in external rivals and policies will also threaten Tesco's market share. In order to gain sustainable advantages, Tesco can promote its pursuit of sustainable strategies through publicity channels to attract more consumers. If Tesco ignores these internal disadvantages and external threats, it may face the risks of market share erosion and rising costs. Therefore, Tesco needs to continuously pay attention to market dynamics and competitors' strategies to maintain its competitive advantage.

2.3 Porter’s 5 Forces: Fierce Competition and the Challenge of New Retail Channels
Porter’s 5 Forces model classifies the elements of competitive environment in the industry as competitors, potential entrants, suppliers, buyers and substitutes (Mugo, 2020). From the perspective of industry competitors, the competition in British supermarket industry is extremely fierce. Competitors such as Aldi and Sainsburys have high market share and customer loyalty (Hökelekli et al., 2017). For example, the popularity of Aldi is 81%, slightly higher than that of Tesco's 79% (YouGov, 2024). In the fierce market competition, Tesco has adopted innovative strategies to continuously expand its market share.

New entrants refer to those enterprises that may enter the large supermarket chain industry to participate in the competition. For Tesco, the threat of new entrants is relatively small. Large barriers to entry are the main signs. The expansion of formal chain is actually the expansion of single capital. With the increase of store sales, more and more funds are needed. Therefore, the development of large-scale supermarket chains must have a substantial source of funds (Song et al., 2020). However, some new retail forms of online grocery stores may still pose an entry threat to traditional large supermarket chains (Dannenberg, 2020).

Tesco is also facing the threat of substitutes. The rise of e-commerce enables consumers to purchase goods directly through the Internet without going to a physical store. This has severely impacted the sales channels of traditional retail industry (Kusz et al., 2023). Consumers began to choose to shop on the e-commerce platform, because the e-commerce platform provided more convenient services. Tesco needs to pay attention to the threat of e-commerce companies.

It is worth noting that the bargaining power of suppliers may also have an impact on Tesco's competitive advantage. As one of the largest retailers in Britain, Tesco has the advantage of negotiating with suppliers. However, in the course of its operation, Tesco takes packaging materials into key consideration (Johnsen, 2020). Therefore, due to its dependence on suppliers of packaging materials, Tesco needs to pay attention to their bargaining power. 

Finally, the buyer's bargaining power refers to the customer's demand for lower product prices or high-quality products. In the large supermarket chain industry, price and brand influence affect consumers' purchasing decisions (Sivaram, 2019). Tesco strengthens its relationship with consumers through the Clubcard program and other loyalty programs, and attracts price-sensitive customers through regular price promotions (Xia, 2023). However, with the increasing demands of consumers for price, quality and service, Tesco needs to continuously improve the quality and value of its products and services.

In the analysis, a key finding is that the competition in the industry is fierce, and the new retail model and the change of consumers' shopping habits pose a threat to traditional supermarkets. Facing the challenge of the new retail model, Tesco can actively explore the new retail model of online and offline integration, such as opening online supermarkets. If it fails to keep up with industry trends and changes in consumer demand in time, Tesco may face risks such as market share decline and customer loss.

2.4 Porter’s Generic Value Chain: Insufficient Innovation in Sales and Service
Porter’s Generic Value Chain divides the activities of increasing internal and external value into basic activities and supporting activities (Simatupang et al., 2017). In the procurement process, Tesco Supermarket has demonstrated its strong supplier network and excellent bargaining power. According to the data, Tesco's group sales reached an astonishing 57.7 billion pounds, which is inseparable from its close cooperation with many suppliers around the world (Tesco, 2023). In terms of logistics, Tesco's efficient distribution system is the key to its rapid response to market changes and meeting customer needs. However, with the rapid development of e-commerce and home delivery services, consumers put forward higher requirements for the speed and accuracy of logistics distribution (Deshpande, 2023). Although Tesco has done a good job in logistics, it still needs to constantly optimize its logistics system to adapt to this market change.

In the sales and service process, it can be seen that the shortcomings of Tesco in innovation and personalization. Although Tesco has a huge physical storefront and online sales platform, it is still unable to meet the increasingly diverse needs of consumers. For example, Tesco still adopts the traditional retail industry model when it goes offline, which may weaken consumers' willingness to buy (Shin et al., 2020). 

Based on Porter's Generic Value Chain, it can be seen that Tesco's market share and market share bring it a competitive advantage, but also bring difficulties to potential entrants. However, Tesco is not innovative enough in sales. By increasing innovative investment in sales and services, consumers' shopping experience and satisfaction will be improved. In order to improve the sales level, Tesco can actively introduce new technologies and new models, such as virtual reality technology and smart shopping carts, to provide consumers with a more convenient and personalized shopping experience. If Tesco ignores the lack of innovation in sales and services, it may face risks such as loss of consumers and decline in market competitiveness.

2.5 McKinsey’s 7S Framework: Challenge of Organizational Synergy
McKinsey’s 7S Framework emphasizes the importance of strategy, structure, system, style, employees, skills and shared values. The strategy of supermarket is clear and focuses on customer value. According to the data, Tesco raised the hourly wage to 12.02 pounds per hour, aiming at better attracting and retaining excellent employees, thus providing better service to customers. However, its organizational structure may be too rigid, which makes it impossible to respond to market changes quickly. For example, the sales of supermarkets in 2022 were 54.8 billion pounds, which was lower than the previous year's 57.7 billion pounds, which may be related to the inability of organizational structure to adapt to market changes quickly (Tesco, 2023).

Systematically, although supermarkets have efficient operation processes, there are obvious deficiencies in data analysis and customer insight. In key areas such as digital marketing and data analysis, the skill level of supermarkets has failed to reach the forefront of the industry, which limits their ability of precise marketing and personalized service (Vieira et al., 2022). Specifically, the adjusted operating profit of supermarkets in 2022 was 2.825 billion pounds, an increase from 2.63 billion pounds in the previous year, but there is still room for improvement (TESCO, 2024).

It can be found that the challenges faced by Tesco in organizational collaboration mainly focus on structure, system and style. In response to these challenges, Tesco can adopt active and passive strategies. On one hand, Tesco can actively seek cooperation and exchanges with industry leaders and introduce advanced management concepts and technical means. On the other hand, from a passive perspective, Tesco needs to pay close attention to market dynamics and competitors' behaviors, and adjust its own strategies and measures in time to deal with potential threats.

3. Recommendations
In order to strengthen its advantages in sustainability, Tesco should continue to deepen its efforts in environmental protection and sustainable development, especially in reducing food waste and plastic packaging. It is suggested that the company increase investment, develop more environmentally friendly and recyclable packaging materials, and gradually eliminate unsustainable products. At the same time, by optimizing supply chain management, the waste of food during transportation and storage can be reduced (Heising, 2017). 

In terms of the increasingly diverse needs of consumers, Tesco needs to innovate in sales and services. It is suggested that company use big data and artificial intelligence technology to conduct in-depth analysis of consumer behavior in order to recommend products and services more accurately (Mariani, 2020). On the online platform, Tesco can optimize the shopping process, increase personalized customization options, and improve the response speed and quality of customer service.

Facing the problem of rigid organizational structure and insufficient internal coordination, Tesco can adjust the organizational structure, reduce the decision-making level and improve the response speed. It is suggested that the company introduce advanced management concepts and technical means, such as digital management and process automation, to improve management efficiency and synergy.

4. Conclusions
This audit comprehensively analyzes the internal and external environment of Tesco supermarket chain, and makes in-depth analysis by using theoretical tools such as PESTEL, SWOT, Porter’s Generic Value Chain, McKinsey’s 7S Framework and Porter’s 5 Forces. In terms of external environment, Tesco faces challenges in politics, economy, social culture, technology, environment and law, among which environmental factors are particularly prominent. In terms of internal environment, the company has shown obvious advantages in sustainable development and environmental protection, but there are still disadvantages such as strong dependence on supply chain management. In addition, five forces model revealed the fierce competition in the industry, while Porter's Universal Value Chain pointed out the company's lack of innovation in sales and services. McKinsey’s 7S Framework further reveals the problems of organizational synergy. To sum up, Tesco needs to strengthen the implementation of environmental sustainability strategy, improve the innovation and personalization of sales and services, optimize the organizational structure and strengthen internal coordination to meet the current and future challenges.
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