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[bookmark: _Toc59210497]Executive summary
The UK retail sector is highly competitive and is currently in its maturity stage with cut throat competition experienced. The leading retailers are Tesco, Morrisons, ASDA and Sainsbury. Tesco PLC is the leading chain retailer and ranked third largest in the world thus far boasting over 7000 stores in total. The retailer emphasises on cost minimisation strategy with the aim of offering the best value products at relatively cheaper prices in the market. One of its key characteristic is the range of shop store formats that allows Tesco to reach almost every segment of the market. Additional to a wide range of brand available in their stores, they also have a wide product line under the Tesco brand in the food division, clothing division and other items like kitchenware and furniture. Of great notice is their diversification into financial services provision with Tesco bank earning huge profits yearly. The retailer is celebrated for leading retail technologies initiatives globally, thus enjoying first mover advantages in the market. Irrespective of these and other success stories of the retailer, the current global pandemic calls for robust strategy reinvention as it conveys massive paradigm shift in behaviour within the global business environment with high uncertainty prevalent. This fact and other factors such as rapid technological changes have prompted the development of this strategic document which comprehensively analyses the current strategic position of Tesco. Strategic tools like IE Matrix, SWOT analysis, Porter’s Five Forces and additional tools like VRIO analysis (appendix 4) were utilised to help explore the strategic position and facilitate suggestion of strategies as there is great emphasis of moving from price and quality related strategies to more of hyper-personalization of customer care efforts. 
[bookmark: _Toc59210498]Introduction
According to Dess et al. (2016), a strategy represents thoughts, pronouncements, and activities responsible for firm success. Against the background of the current global corona virus pandemic the phenomenon of strategy has become central to organisational sustainability and survival. It is through strategic management that organisation are able to generate competitiveness in the market under these uncertain and volatile business environments. The retail sector like many other sectors have been dealt a blow by the pandemic with all physical stores virtually closed globally for almost half a year. It is through proper strategic management that organisations can successfully map their way forward amidst the pandemic and post pandemic. Thompson et al. (2016) posited that activities and exchanges engaged by management within the market place resulting in competitive advantage formulate the main basis of any strategy. In terms of strategic management process which Hitt et al. (2017) described as consisting of choices, total obligations and activities prerequisite in strategic competitiveness pursuit, yielding returns above average, 
Tesco is expected to reshape its strategic direction. By doing so, the firm will be enhancing its delivery of innovative customer care with the guaranteeing of future resilience and sustainable competitive advantage against a backdrop of a pandemic.
[bookmark: _Toc59210499]Overview of the UK retail industry
All activities a firm engages when selling goods and services to consumers to satisfy their basic needs such as vehicles for transportation and food in restaurants amounts to retailing (Berman & Evans, 2010). The concept comes last on the distribution process. Composition of the UK retail sector includes all businesses selling goods to the public namely: large chain stores, independent stores, departmental stores and virtual stores. The industry is known of pioneering and leading in retail technological innovations globally. The common retail organisation include hypermarkets, supermarkets, departmental stores, convenience stores, small-super stores, discount stores, specialty stores, local stores and online stores. According to Masih, Sharma and Sharma (2015) by the year 2015, 11% of all VAT-registered businesses in the UK were retailers, with the current total of 180,875 retailers and retail sales accounted for 1/5 of the UK’s economy, and generate almost 8% of the UK’s Gross Domestic Product (GDP). 67% of the grocery market in UK ids made up of four big chains (Tesco -28%, ASDA - 15.2%, Sainsbury’s - 14.3% and Morrison’s - 10.4%). According to Rhodes (2018) the following is a summary of the UK economy benefits from the retail sector:
· In 2017 £92.8 billion worth of output came from the retail sector
· The sector employed 2.8 million people in 2017
· In 2018 the sector consisted of 319,000 retail businesses
However, going into year 2019, the sector suffered worst year on record. Reports by Butler (2020) revealed that year 2019 performed worse than any other previous years dating back 24 years with the high street dragging the industry down. The author further highlighted that total sales slipped by 0.1% in 2019, according to the British Retail Consortium (BRC) and advisory firm KPMG, the lowest since they began monitoring the sector in 1995. This downward trend has been attributable largely to Brexit.
[bookmark: _Toc59210500]Internal-External Environmental Analysis
When developing an organisation’s strategy, it is mandated that a comprehensive analysis of the internal and external environment be done. There are various strategic tools at the disposal of Tesco in doing such an analysis. This strategic report will explore the following tools to critically examine the current positioning of Tesco in terms of strategy: SWOT Analysis, Internal – External Matrix and Porter’s Five Forces. 
[bookmark: _Toc59210501]SWOT Analysis of Tesco
Every firm in general operates in an industry that has competitors and a detailed scanning, evaluation and monitoring of such a business environment is priority. Tesco operates in an industry with other firms such as Sainsbury’s and ASDA who sell similar products and have the same customers. Thus key to Tesco’s successful strategic management will be intelligence gathering of information about the industry and comprehension of its competitors’ strategies. The basic technique for achieving such an analysis is the SWOT analysis standing for S- strengths, W- weaknesses, O- opportunities and T- threats. According to Dess et al. (2016), SWOT analysis is a framework for analyzing a company’s internal and external environment culminating to comprehensive data relating to the immediate internal and outside periphery of the company. 
Strengths – Tesco
i. It is currently the leading grocery retailer in the UK
ii. Continued increase in market share
iii. Highly diversified in terms of product range and market
iv. Store form diversification
v. International presence
vi. High number of operational stores
vii. Well established and effective supply chain network
viii. Global leadership in retail technologies innovations
ix. Achievement of a lot of accolades for good business operations both locally and internationally
x. Availability of skilled and knowledgeable workforce and currently leads the employment level race in Europe employing over 440 000 people. 
xi. The Tesco brand is very strong, popular, highly reputable and internationally recognised.
xii. The retailer has vast experience owing from many years in the retailing industry spanning over 100 years
Weaknesses – Tesco 
i. Corporate governance issue in 2017
ii. Exiting of the US and Japanese markets due to failed operations
iii. Questionable international markets entry strategies
iv. Year 2018 controversy over its Clubcard scheme 
v. Falling of operational profits resulting in tumbling of the share price
Opportunities – Tesco 
i. Presence of emerging markets like South Africa and Indonesia.
ii. Possibilities of joint ventures amidst the challenges presented by the global pandemic
iii. Tesco can increase its online shopping as the sector is proving to be continuously increasing
iv. The Jack’s brand is currently doing well and can be expanded to serve the broad cross-section of the market
v. More room for creation of strategic alliances with some of the businesses within their supply chain network against the background of the global pandemic challenges
Threats – Tesco
i. Exit of the UK industry from the European Union (Brexit)
ii. Corona Virus global pandemic resulting in forced lockdowns
iii. Recent series of economic crisis and credit crunches in international markets
iv. High competition from existing large chains like ASDA and Morrisons
v. Increased competition from virtual shops such as Amazon and E-bay
vi. Perceived disrespect of the Christian faith by customers amidst a controversial advertisement in 2017 
[bookmark: _Toc59210502]Internal – External Matrix of Tesco
Critical to the analysis of an organisation’s strategic position and its working conditions a strategic management tool Internal-External (IE) matrix is at the disposal of Tesco. The matrix arises to a one suggestive model emanating from a comprehensive internal and external analysis of business factors. It is a protraction of the Internal Factor Evaluation (IFE) matrix and the External Factor Evaluation (EFE) matrix models (Table 1). In order to identify a company’s internal environment to ascertain its strengths and weaknesses, one of the strategic tool applied is the IFE. An importance and performance rating is assigned to each strength and weakness while EFE is a strategic tool used to examine the company’s external environment for the purpose of identifying the available opportunities and threats. An importance and performance rating is also assigned to each opportunity and threat. 
The performance rating for the IE matrix indicates the degree of strength of each factor in the company. The rating ranges from 1-4; (4) being a major strength, (3) being minor strength, (2) being a minor weakness and (1) being a major weakness. For the EFE matrix, the performance ratings refer to how the company’s current strategy responds to the opportunities and threats. The rating ranges from 1-4; (4) being a superior response, (3) being above average response, (2) being average response and (1) being poor response. Jurevicius (2015) a weighted score is then derived, which is then plotted on the IE matrix.
The suggestive model is thus divided into a nine cell matrix which is further divided into three major regions as shown Figure 1 below for Tesco. By plotting the weighted scores of the IFE and EFE matrices on the IE matrix, helps determine the position of the organisation’s various divisions. According to Francis (2014), the three major regions are named after the generic strategies applicable to each region; region (1) being Grow and Build, region (2) being Hold and Maintain, and region (3) being Harvest or Divest.
Table 1: IFE and EFE Matrix
	Key Internal/External Factors
	Weight (IP)
	Rating (PR)
	Weighted Score (WS)

	Strengths: 
	
	
	

	1. It is currently the leading grocery retailer in the UK
	0.05
	4
	0.2

	2. Continued increase in market share
	0.08
	4
	0.32

	3. Highly diversified in terms of product range and market
	0.10
	4
	0.4

	4. Store form diversification
	0.05
	3
	0.15

	5. International presence
	0.07
	3
	0.21

	6. High number of operational stores
	0.05
	4
	0.2

	7. Well established and effective supply chain network
	0.10
	3
	0.3

	8. Global leadership in retail technologies innovations
	0.12
	4
	0.48

	9. Achievement of a lot of accolades for good business operations both locally and internationally
	0.02
	3
	0.06

	10. The Tesco brand is very strong, popular, highly reputable and internationally recognised.
	0.04
	3
	0.12

	11. The retailer has vast experience owing from many years in the retailing industry spanning over 100 years
	0.02
	4
	0.08

	
	
	
	

	Weaknesses:
	
	
	

	1. Corporate governance issue in 2017
	0.06
	1
	0.06

	2. Exiting of the US and Japanese markets due to failed operations
	0.05
	1
	0.05

	3. Year 2018 controversy over its Clubcard scheme
	0.06
	2
	0.12

	4. Questionable international markets entry strategies
	0.10
	1
	0.10

	5. Falling of operational profits resulting in tumbling of the share price
	0.03
	1
	0.03

	IFE Total Score
	1
	
	2.88

	Opportunities:
	
	
	

	1. Presence of emerging markets like South Africa and Indonesia
	0.12
	4
	0.48

	2. Possibilities of joint ventures amidst the challenges presented by the global pandemic
	0.09
	3
	0.27

	3. Tesco can increase its online shopping as the sector is proving to be continuously increasing
	0.15
	4
	0.60

	4. The Jack’s brand is currently doing well and can be expanded to serve the broad cross-section of the market

	0.07
	3
	0.21

	5. More room for creation of strategic alliances with some of the businesses within their supply chain network against the background of the global pandemic challenges
	0.04
	3
	0.12

	
	
	
	

	Threats:
	
	
	

	1. Exit of the UK industry from the European Union (Brexit)
	0.11
	1
	0.11

	1. Corona Virus global pandemic resulting in forced lockdowns
	0.10
	1
	0.10

	2. Recent series of economic crisis and credit crunches in international markets
	0.08
	2
	0.16

	3. High competition from existing large chains like ASDA and Morrisons	
	0.12
	1
	0.12

	4. Increased competition from virtual shops such as Amazon and E-bay
	0.10
	1
	0.10

	5. Perceived disrespect of the Christian faith by customers amidst a controversial advertisement in 2017
	0.02
	2
	0.04

	EFE Total Score
	1
	
	2.31



The above analysis is further generated into the IE Matrix given in Figure 1 below. Grow and Build region suggest aggressive and very intensive strategies such as backward-vertical integration and market development. Hold and Maintain region calls for tactical strategies that focus on developing of products and market penetration. Harvest and Divestiture region implies an organisation is poorly performing in the market and to prevent further losses should exit the market. Based on the weighted scores from the IFE and the EFE matrices above, Tesco falls in Region 1. The generic strategies available for this region are those that hold and maintain the current position in the market. 


	

Figure 1: IE Matrix for Tesco
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[bookmark: _Toc59210503]Porter’s Five Forces
The following are five forces responsible for the extent of intensity of competition within a market as ascribed by Michael Porter:
· Threat of new entrants
· Threat of substitute products or services
· Bargaining power of customers (buyers)
· Intensity of competitive rivalry
· Bargaining power of suppliers
This is as depicted by Figure 2 below:

[image: ]
Threat of new entrants -This force determines how easy (or not) it is to enter a particular industry. The grocery retail industry in UK is very open though it is highly dominated by four major retailers Tesco included with an overwhelming 67% share of the market. Due to high capitalisation by these major retailers, it is difficult for new entrants to easily enter the market as for them to be successfully competitive, they have to raise huge sums of capital owing to supply chains which are highly developed and large fixed costs. 
Threat of substitute products or services -This force is especially threatening when buyers can easily find substitute products with attractive prices or better quality and when buyers can switch from one product or service to another with little cost. This threat is very high in the UK grocery retail industry and disturbingly growing due to the current fourth industrial revolution in the form of advanced technologies breeding virtual shops into the market. 
Bargaining power of customers (buyers) - Buyers have the power to demand lower price or higher product quality from industry producers when their bargaining power is strong. Against the background of high competition from other major chain grocery outlets and online retailers who are increasingly getting popular such as Amazon and E-Bay. 
Intensity of competitive rivalry- This force is the major determinant on how competitive and profitable an industry is. In competitive industry, firms have to compete aggressively for a market share, which results in low profits. Competition in the retail industry is very intense in the UK and also in the international markets Tesco is present.
Bargaining power of suppliers-Strong bargaining power allows suppliers to sell higher priced or low quality raw materials to their buyer. Due to supply chain integration strategies by most major retailers and strategic alliance with international suppliers, UK based supplier are under threat. Retailers are increasingly sourcing their products from foreign markets at relatively cheaper and better deals.  
[bookmark: _Toc59210504]Business Model Description of Tesco
A business model is defined as activities accompanied by resource capabilities which a company utilises to create value for customers while at the same time generating money through increased sales (Hellriegel et al., 2012). This is supported by Stefan and Richard (2014) highlighting that business models are stories narrating operations of an enterprise, clearly outlining what a company’s business model consist of and reasonable inspirations with the subversion giving understanding of what value is. Through the model answer are derived questions pertaining to key strategic business questions: who our target customers are? Which ways to follow so that we make money? What evidence from the economy that supports ways which we can extend value to customers at reasonable prices? It is from the above analysis on what business model consists of and what it is that an analysis of Tesco revealed the following:
Target market – Tesco targets alt everyone as it claims in their mission that they are the cheapest offering low cost products (thus targets the high street). Additionally, it targets those customers who are quality conscious and lastly, the retailer also sought after customers who emphasize on the value for money hence wanting reasonable products in terms of price and quality. 
Products and services offered – the Tesco product offering is highly diversified with core provision of high quality, low priced groceries. However, the product range also includes financial services, clothing range, mobile phones, telecom services, home-ware items, DVD rentals and school uniforms. Their product range is offered through its diversified store formations under the brand names: Tesco Superstores, Tesco Extra, Tesco Express, One stop and Tesco Metro.
Revenue model – activities which Tesco are doing in order to generate income include outsourcing groceries from other suppliers and sell them at a mark-up, manufacturing their own brands such as groceries and designer clothing and sell them to customers and they do the same for mobile phones, home-ware items etc. The company’s main revenue stream flows from the UK market contributing about 70% of total revenue. 
Operational model – Tesco aim at improving customer value by a unique network of over 7 005 operating stores worldwide which includes large retail supermarkets, hypermarkets, superstores, online shop and small convenience stores with most of them such as superstores availing the whole range of their products under one roof. According to Business Strategy Hub (2019), the retailer serves on average 66 shoppers every second, translating to 80 million shopping trips in a week. Hence, converted into pound sterling, it is an average of £141 000 sales a minute. Employing 440 000 employees by 2018, the retailer is endowed with skilled manpower who are privileged to training by their employer and compensation packages that are competitive. According to Tesco Careers (2015), employees have access to Colleague Privilege Card and the buy as you earn scheme as benefits of the company’s product offering. 
Cost model – Efforts by the firm to step up its relations with suppliers also had a long-term positive costs effect from bulk purchases discounts. Also use of recycled materials as source of raw materials is a critical cost cutting move the retailer adopts. One area Tesco has proven to be dominant and leading innovators is supply chain management. Increased relations with its supply chain partners improved its access to quality products at relatively cheaper prices, thus reducing the cost of supply. 
Value chain modelling – Customers at Tesco are privileged efficiency in areas such as customer wait times, acquisition of inventory and the level of helpfulness the retailer staff provides. To achieve this robust operation, the retailer has sufficiently staffed itself with sales assistants for both offline and online operations who are always readily available to assist customers. The retailer has a similar instore design for all its stores worldwide with extensive parking space for its customers including special space for the disabled and hose with children (Zao, 2014). All of its branded in store products are of high quality and excellent quality packaging which is very appealing.  According to Christopher (2011), key activities of Tesco as a retailer outbound and inbound logistics, operations, sales and marketing and services presented to customers with operations constituting the greater part of its core activities since the retailer not a manufacturer of any goods.  
[bookmark: _Toc59210505][bookmark: _Toc7425937]Tesco’s Current organisational strategic position
The UK retail industry is in its maturity stage of the industry life cycle. According to CFI (2020), the industry is in its saturation point with the majority of the companies being highly established where one of their major strategic objective is to pursue ways that prevent new entrance into the industry in order to maintain high sales and profitability.  A general overview of Tesco highlights that the retailer had been assuming the low-cost strategy over the years as it attempted to minimise costs resulting in cheaper prices of products and services offered relative to those of competitors. The retailer also pursues a market oriented strategy which is helping them capture the larger part of the market in the UK and was the first traditional retailer to introduce online shops. In so doing, they are focusing on provision of quality products to customers in turn creating value and maximising customer satisfaction as customer needs and wants are met. This strategy is made possible by the innovative introduction of Tesco club card which they use to gather customer data and also retain customer loyalty. 
The company is well known of its internal and external growth strategies. The retailer has a strong store network with over 7000 stores worldwide and continuing to open new stores, thus increasing their physical retail presence. Currently, the retailer is planning to open 150 new Express stores in the UK within the next three years and plan to double its capacity of online grocery business within the same period (Tesco, 2020). Not only has the retailer expanded locally through more stores, it has also expanded into the global market by opening stores in 13 different countries mainly in Europe and Asia. The internationalisation strategy which they are adopting however seems challenging as its operating strategy fails to align with the new markets requirements Ghrmay (2017). Additionally, its supply chain system in overseas markets is not as developed as it is in the UK market. 
Tesco is celebrated for its strategies of related and non-related diversification. When a business expands into new areas within the sector it operates but providing different product lines and markets, it is following related diversification (Anil & Yigit, 2011). This is apparent for Tesco when they ventured into non-food items such as electricals, DVD rentals, apparels and furniture. Unrelated diversification on the other hand is when a business enters a new market offering unrelated products/services to its current offering mainly with the aim to reduce risks (Dess et al, 2014). Tesco adopted this when they diversified into financial services provision. To strengthen this move, they even formed a joint venture with Royal Bank of Scotland (RBS) and later on acquired all the shares of the bank and become a fully-fledged financial services provider named Tesco Bank. 
[bookmark: _Toc59210506]Discussion of findings
Tesco has been performing very well prior the analysis. However, the advent of the global Corona Virus pandemic amidst also Brexit and the current industry 4.0 revolution, the traditional brick and mortar retailing which used to dominate retailing sales is proving losing its hold. According to McKinsey & Company Report (2020), the shock brought about by the pandemic has put to test business models adopted by businesses and increased uncertainty about the future global business environment. The retail industry just like most other sectors is going through serious rapid changes and new ways of doing business that ensure sustainability and resilience are prescribed. Herewith discussed are some of the major findings on Tesco’s road to current and intended success. 
Vision - To be the most highly valued business by: the customers we serve, the communities in which we operate, our loyal and committed colleagues and of course, our shareholders (Tesco, 2020).
Mission – Tesco mission statement is “We make what matters better, together.” 
Core Values – being a responsible retailer thus aiming to be a zero-carbon business by 2050. The retailer aims at improving loyalty of customers and core business in the UK thus enhancing its customers’ shopping experience. Additionally, according to Tesco (2020) no one tries harder for customers; we treat everyone the way we wish to be treated ourselves; and we use our scale for good. 
Target market – It targets mainly cost conscious individuals who are concerned about variety of choice and bargains. Also targeted are middle and higher income earning customers, thus basically pursuing all conceivable targets. 
Industry life cycle - Maturity stage evidenced by the slowing down of sales and earnings in real terms and the falling in market share by the traditional brick and motor stores.  
The following questions unveils the status quo in Tesco:
i. What corporate level strategies is Tesco pursuing currently?
Porter (1988) described corporate level strategies as strategies that focuses mainly on the creation of value for the organisation as a whole and are developed at corporate or top management level. They provide the overall direction of the organisation where it has more than one line of business. They can be categorised under growth, stability and diversification. Tesco pursued this through strategic partnerships with suppliers, Clubcard partners like Avis and Virgin Atlantic, logistics companies and the recent alliance with France leading retailer Carrefour. The aim being to achieve growth in the key metrics such as revenue, profits and total assets. Under stability strategy which is common in stressful economic periods (in this case the global pandemic), the retailer forged strategic relationships with local suppliers in order to ensure continued supply of quality raw materials and improved supply chain relations. This helps to ensure maintenance of the current market share. Lastly, diversification saw the retailer going into joint venture with and eventual acquisition of with RBS into financial services provision. 
ii. What is the nature of Tesco’s business level strategy?
In order to gain competitive advantage through exploitation of core competencies within specific product markets a business uses actions and obligations that are cohesive and synchronised (Hitt et al, 2017). All companies, be it SMEs, large corporates or NGOs ought to develop business strategies to ensure survival, profit maximisation and long-term profitability. These strategies mainly emanate from the middle management with at times top management involved. They focus on creation of competitive advantage in the market the business operates. Tesco is assuming a low cost strategy in the UK market as they thrive to offer cheapest prices in the market. 
iii. Does the corporate and business level strategies align with the vision and mission?
There is defined alignment of both corporate and business level strategies with vision and mission. The loyalty Clubcard strategy combined with supply chain relations shows that the retailer focuses on inclusiveness. 
iv. Does the corporate and business level strategies align with the generic industry specifics?
The generic industry strategies for organisations falling in the maturity stage are:
· Create low cost positioning through purchasing of rival firms which allows operational efficiency with the acquisition of Booker the country largest wholesaler being an example.
· Cost savings by cutting marginal products that do not add more towards revenue but only tend to increase production costs. Actually with our retailer here, they are not doing well instead they are introducing even more product lines.
· Increased focus on cost reduction through trimming of activities that increase costs, adopting business process re-engineering, advent more e-commerce technologies in processes and generate an economical channel of distribution. The organisation is doing well such as under the use of recycled materials and continued pioneering of new retail technologies. 
· Value chain innovation emphasis. Innovative tendencies promote better products/services and allows the introduction of new improved models or versions into the market. Additionally, labour efficiency and machine capitalisation can be increased by product lines being re-designed. Under this variable the retailer is in compliance as seen with the organic food initiatives, plans to become a zero-carbon business by 2050 and the trainings offered to employees. 
· Seek expansion opportunities in the international market since the local market has matured. Tesco is also trading in the international markets like China, Thailand and Poland and in the process also gaining more strategic ideas from those developed markets. 

v. Are the corporate and business strategies strengthening its market position and competitive advantage?
The corporate level strategies are really fighting to maintain and retain the retailer’s market leadership as they are emphasising really on growth and stability. Considering the current economic situation due to the Corona Virus pandemic which is weighing down on mostly low income earners who are mainly the strategic target market for Tesco, the business level strategy seem to be working but however, focus should now divert from lower prices and quality towards more customer care based strategies. Disruptions in technology and the increased online business activities coupled with price wars in the sector are negatively impacting strategy.
vi. Does the global strategy applied successful in gaining market share?
Tesco uses the international global strategy whereby according to Hill (2011), Tesco take products produced in their domestic market and sell them in the international market with little local customisation. This strategy has failed and the most celebrated case scenario is Tesco’s failure to capture the USA market. Their products have an appealing in the UK but does not consider the pressure on local responsiveness in the foreign markets they are expanding to.  
By and large, the retailer has over the years successfully transformed their customer experience digitally with improvements in their business and operating models through timely investments in advanced technologies. Contemporary online presence with an advanced website having a click-and-collect functionality accompanied by data-driven platform for customer loyalty and digitalized in-store experience has elevated the retailer to higher competitiveness. 
[bookmark: _Toc59210507]Conclusions 
Retailing sector in the UK is faced with high competition with four major retailers namely Tesco, Morrisons, Sainsbury’s and Asda leading the pack. In terms of market share, Tesco still lead the sector, however, competition is breathing down heavily on their back and lately from online retailers like E-Bay and Amazon. The greatest challenge currently apart from threat from online retailers and existing major retailers, is the global pandemic which has resulted in marked uncertainty in the business environment and changing the spending pattern of most consumers globally. McKinsey & Company Report (2020) highlighted that amidst all these shocks resultant from the pandemic, businesses should reinvent their operating models and resort mainly to hyper-personalization customer care as the main part of exceptional customer care. As much as strategies adopted by Tesco are currently yielding success in the domestic market, the paradigm shift within the business environment calls for revisiting current strategies and develop ones that will align to the volatile current and future environment. On the international market, efforts need to be made to align products with responses of locals. The retailer possesses a number of quite critical strengths that enhances their competitiveness such as provision of high quality products and being a leader in innovative retailing strategies. However, they need to utilise these capabilities to ward off threats from the external business environment such as Covid – 19 pandemic and the growing proliferation of online shops. 
[bookmark: _Toc59210508]Recommendations
The following recommendations can help Tesco achieve the strategic goals set and maintain their market leadership position while also maximising profits both in the domestic and international markets:
· Review their competitive strategy by shifting more into being a best cost provider since they are target basically all segments of the market.
· In order to increase hyper-personalization customer care, invest more in Big Data technologies that will be used in conjunction with the Clubcard to amass useful data related to customer behaviour which helps to tailor make products according to customer expectations. For example a system can be developed that captures products returned at the till by customers upon paying and investigate the root cause of such change in purchase behaviour. 
· Refrain from the international global strategy and assume the transnational strategy which is more responsive to both local pressure and pressure for costs reductions (See Appendix 5).
· The IE matrix suggest hold and maintain strategies which is in line with the current global pandemic crisis. These strategies include market penetration, market development and product development. Forge joint ventures and assume related integration with established foreign companies to strengthen their international expansion. This also helps in minimising risk as the retailer relies more on revenue and profits from the UK market. 
· The retailer should consider expanding more into emerging markets that are bringing with growth potential such as Africa and Southern America. 
· Introduce more loyalty programs that support gifting, provide convenience and develop a cult status following among consumers. 
· Invest more in Research and Development that will help in further diversification of product lines aimed at attracting new customers and retain existing customers. 
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[bookmark: _Toc59210511]Appendix 1: Background of Tesco
Tesco PLC is the largest retailer in the United Kingdom (UK) and ranked second largest grocery and merchandise retailer in the world after Walmart. The chain retailer was founded in 1919 under the ownership of Jack Cohen and operates internationally with its headquarters in England. According to Sabanoglu (2020), the retailer is one of the most valuable brands in the UK and claims the fifteenth position of the most valuable retail brand worldwide as of 2016. The retailer leads the grocery retail market in the UK with an average consistent market share of 25% along other three major retailers namely Morrisons, Sainsbury’s and Asda. Recently, the retailer has ventured into other retail areas such as toys, electronics, clothing and financial services as a diversification strategy. Hence, the retailer saw itself transposing from low-cost retailer to a more broad differentiation provider servicing many social groups. It has a number of own brands that have managed to dominate many consumers’ appeal such as Tesco’s Finest range and Tesco Value. The retailer operates larger supermarkets which stock almost all of its range of products under the brand name Tesco Extra and has a large number of one stop small convenience stores under the division Tesco Express with also other brands such as Tesco Superstores and Tesco Metro. The number of stores operating from 2008 to 2020 for Tesco has risen from 3 751 to 7 005 worldwide with roughly 420 000 employees (Sabanoglu, 2020). 

[bookmark: _Toc59210512]Appendix 2: Checklist of Barriers to Entry

	Barrier to Entry
	Level

	Competition
	High

	Regulation and policy
	Low

	Industry life cycle stage
	Mature

	Technological Changes
	High

	Concentration
	Medium

	Capital Intensity
	High

	Industry Assistance 
	Low
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	Variable
	Level 

	Industry life cycle stage
	Mature

	Barriers to entry
	High

	Capital intensity
	High

	Regulation level
	Low

	Competition
	High

	Concentration
	Medium

	Technological change
	High

	Volatility of revenue
	Medium

	Industry globalisation
	High


























[bookmark: _Toc59210514]Appendix 4: VRIO Analysis of Tesco

	Resources and Capabilities 
	Value?
	Rare
	Costly to Imitate?
	Exploited?
	Competitive Suggestion

	Customer Loyalty:
Clubcard designed to give more convertible cash vouchers points to customers every time they shop at Tesco and selected partners thus increasing store visits by customers 

	Yes
	Yes
	Yes
	Yes
	Competitive Advantage

	Investment in Technology:
Tesco Direct
Digitalised in-store experience

	Yes
	Yes
	No
	Yes
	Temporary Competitive Advantage

	Organisational Culture and Human Resources Management:
Employee training and skills development
Employee benefits such as Colleague Privilege Card and the buy as you earn scheme
	Yes
	Yes
	No
	Yes
	Temporary Competitive Advantage

	Corporate Social Responsibility:
Zero-carbon business by 2050 
Community friendly store set-up
Recycling and waste reduction focus
	Yes
	Yes
	Yes
	Yes
	Competitive Advantage

	Retail size and global presence:
Large retail business
Over 7005 stores worldwide
Good supply chain relations
Efficient distribution channels
	Yes
	Yes
	Yes
	Yes
	Competitive Advantage

	Strategic Store Location:
Convenience stores such as Tesco Express
Located in high traffic areas, visible location with sufficient parking, in urban and rural areas, shopping malls, university complexes
	Yes
	Yes
	No
	Yes
	Temporary Competitive Advantage

	Brand Equity and Awareness:
Very strong brand presence globally
Received a lot of world retail accolades
Ranked 3rd largest retailer I the world and 1st in the UK
	Yes
	Yes
	Yes
	Yes
	Temporary Competitive Advantage


[bookmark: _Toc59210515]Appendix 5: Tesco suggested global strategy

Pressures of cost reduction and local market responsiveness:	
	Low       pressure for cost reduction             High
	Global Standardization
Strategy
	Transnational
Strategy

	
	International Strategy
	Localization
Strategy


 Low                        Pressure for local responsiveness                                    High
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