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1. Introduction

The success of a business or organization depends on the way how the activity is planned and the goals are achieved. Companies have to meet specific targets to keep a high-value position in the market. For this, they need to prepare a step-by-step plan that offers guidance and directions for the future actions, also called a business strategy. 

The business strategy is defined as “the framework of the actions and decisions a company devises to meet its objectives, to reach its goals” (Indeed, 2023). It is “the determination of the long-term goals and objectives of an enterprise and the adoption of courses of action and allocation of resources necessary for carrying out these goals (Wittington et al., 2020), “a clear and motivating purpose for the organization, a purpose that goes beyond the profits” (Wittington et al., 2020). An effective business strategy is like “a roadmap that leads an organization to growth and profitability” (Harappa, 2023).

Business strategy involves long-term planning and decisions, also for sudden changes and challenges can occur in the environment.  It helps companies to achieve competitive advantages to gain and edge within the marketplace. 

The following report will present Tesco PLC company business strategy and how successfully this is implemented. It will analyse the resources and capabilities used by the company to get more profit and competition and the sustainability practices put into action. Also, the report is going to present recommendations and directions for future activity. 










2. Tesco business strategy: study case
2.1 A history of Tesco – How it became Britain’s favourite supermarket
Tesco is a British multinational and groceries and general merchandise retailer founded by Jack Cohen in 1919. It started as a market stall in London, expanding over years into the UK’s biggest supermarket. Tesco operates 4 859 stores across UK, Ireland, Czech Republic, Hungary and Slovakia and makes profits of £2.7 billion, becoming the favourite supermarket of British citizens (Tesco, 2023).
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“Tesco” name comes from the first own-brand product sold by Jack – the tea. The initials of tea supplier’s name - T.E. Stockwell, “TES”, plus the initial of Jack’s surname (Cohen) – “CO” were used to create the brand of the most popular British supermarket chain (Tesco, 2023).
In the last years, Tesco also has diversified its business, developing new branches of its activity: Tesco Bank, Tesco Mobile and Tesco Petrol stations, thus providing new services as financial, mobile and, respectively, fuel products. 

British biggest supermarket chain has also expanded to other 11 countries around the world. Tesco also has entered US market in 2007, opening supermarkets chain called “Fresh and Easy”. Unfortunately, the attempt failed and in 2013 and the retailer pulled off with losses of £1.2 billion. It is believed that there was a lack of understanding American lifestyle and preferences of marketing (Wolfestone, 2012).


2.2 Tesco’s key business and corporate strategies
Inside and organization, the strategy can exist at 3 main levels or components, as it presented in the figure bellow:
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Figure 1: Three levels of Strategy Pyramid 
(Source: Business to you.com)

Corporate strategy is the overall plan or direction of a business or an organization which helps it to follow its long-term objectives. It includes defining 4 keys components: mission, vision, values and goals of the company and involves focusing on it while remaining firm enough to respond to business environment challenges. At this point, the organization decides which market or industries to compete in, the way of resources allocation and how to diversify the company’s products and services portfolio. Corporate-level strategy is the highest level of the business strategic plan, on the top after the business-level and functional-level strategy. 

Business-level strategy is about how to compete on the market, while functional-level refers to the way corporate- and business-level components are achieved (Wittington et al., 2020).



Tesco’s corporate strategy is based on six long-term objectives:
1. A differentiated brand, which serve customers, communities, and planet a little bit better every day. It means to understand and respond to customers’ needs, helping local programs, producers and suppliers and maintain sustainability at the highest level possible. 
2. Reduce operating cost by £1.5 billion.
3. Generate £9 billion cash from operations.
4. Maximise value from property.
5. Building sustainable profitability. 
6. Innovation, based on three capabilities: Product, Channel and Customer (Tesco, 2023).

2.3 Tesco’s Ansoff Matrix analysis
To achieve proposed goals and to improve their activity, companies and businesses continuously implement different strategies over the years. They analyse the local and international markets and look for new opportunities to diversify the business. 

One of the strategic marketing tools for planning business growing is Ansoff matrix. It involves four main directions: 
1. Market penetration: Implies increasing share of currents markets with the current product or service range. This strategy builds on established capabilities and does not require the organisation to enter unknown territory.
2. Product development: The organization comes with new or modified products or services to the existing markets. It can be expensive and high-risk strategy, as it involves heavy investments and the projects can fail. 
3. Market development: Offering the existing products and services to new markets (users or locations). Cheaper and quicker to execute that product development. 
4. Diversification: The company expands into markets, products and services completely different from its own (Wittington et al., 2020). 

Tesco’s Ansoff matrix is presented below:
· Market penetration: Over the years, Tesco has increased sales through competitive pricing strategies and ad campaigns, such as leafleting promotions in store. Tesco Clubcard points is an important scheme that has helped to gain customer loyalty. The supermarkets also often come up with special offers on many products (Tesco, 2023). 
· Product development: Analysing the changes in customer preferences and needs, and understanding the importance of environmental friendly products, Tesco has added more organic food and sustainable products on its shelves in the last years. “Free from Range” is a series of products that does not contain common allergens, such as gluten, wheat, milk, egg and diary. There is a plenty of items, whether basic food or sweets, that people with specific dietary requirements can choose from in store. Also, the supermarket has introduced its own-brand products, that promote the quality of the item through its popular name (Tesco, 2023). 
· Market development: Being based in the UK, Tesco has expanded to many other countries around the world. The retailer has tried to enter new markets, such as U.S., Asia and Central Europe. In some cases, the strategy has failed and Tesco had to close its stores in U.S., China, South Korea and Japan markets. Nowadays, it efficiently operates 4 859 stores in England, Ireland, Czech Republic, Hungary and Slovakia. In 2019, Tesco announced the plan to open 750 new stores in Thailand (Retail Insight Network, 2019). 
· Diversification: Starting with being just a food retailer, in 2009 Tesco has launched Tesco bank, which offers a range of personal banking and insurance products, such as credit cards, loans, car and pet insurance. The chain of supermarkets also has opened petrol stations around the UK and has created its own clothing brands - “F+F” and “Cherokee” (Tesco, 2023). 

2.4 Resources and capabilities
Every business or organization have assets that are used to develop the activity in order to make profit. According to Exploring Strategy publication, these assets are called resources and the ways these are deployed are defined as capabilities, which are most important for long-term survival. 

Both resources and capabilities are grouped at 3 levels: physical, financial, and human. Physical resources can include machinery, buildings, databases, raw materials, financial – balance sheets, cash flows, funds etc. Managers, employees, customers, partners, and suppliers are human assets.

 Physical capabilities are about the ways efficiency, productivity, flexibility of the activity is achieved. Ability to raise funds and manage money is a financial aspect, while the skills and experience of organisation’s people, relationship between them describe a human capability (Wittington et al., 2020).

Tesco resources and capabilities, 2023 (Figure 2)
	Resources
	
	Capabilities

	· 4,859 physical stores across the world: 3,712 in UK, 166 in Ireland, 187 – Czech Republic, 197 in Hungary and 157 in Slovakia.
· Tesco Bank, Tesco Mobile and Tesco Petrol Stations products and services (Tesco, 2023). 
	Physical
	· Space repurposing in order to improve sales densities and offer for customers – 49 concessions open in partnership with Holland and Barret, Arcadia Group.
· Innovation – PayQwiq digital wallet, rapid and easy self-checkout.
· Reformulation of product contain – tons of salt, sugar and fat were taken out from own-label products for healthier lifestyle.
· Free from Range products available (Tesco, 2023).

	· Cash flow: £2,133 million. 
· £57,7 billion group sales.
· £2,630 million operating profit (Tesco, 2023)

	Financial
	· Clubcard prices – rewarding customers for loyalty with exclusive deals/discounts.
· 8% increase in UK hourly pay for employees.
· Has reduced operating cost by £1.5 billion (Tesco, 2023).


	· More than 330,000 employees around the world (Tesco, 2023).
	Human
	· More than 52 million meals donated to food banks and charity partners.
· £27,5 million support package for egg sector.
· Supporting careers through 3,500 apprenticeship programs.
· Free annuals health checks for employees in Bengaluru. 
· Food packages with fruits and vegetables for colleagues in CE (Tesco, 2023).





2.5 Tesco sustainability practices
The companies and organisations worldwide have a significant impact on the society and planet due to global reach performed activity. There is a pressure and opportunity, at the same time, for them to align to business sustainable principles in order to reduce negative effects on the environment. 

The business sustainability is the commitment of organisations to behave ethically and contribute to economic and social development while improving the quality of life of their workers and protecting the environment (Wittington et al., 2020). The term refers to the approach of “conducting business to meet human needs without rapidly depleting resources, degrading the environment or compromising nature conservation efforts, at the same time generating profit.” (Leon, 2020).

According to general definitions, sustainability is based on three concepts: People (social), Planet (environment) and Profit (economic). These three elements must be strong and well-balanced to ensure a positive development (ESG The Report, 2023)

Tesco company also has aligned to a sustainable business activity over the years. Its driving force is to “serve customers, communities and the planet a little bit better every day.” 

Tesco is partner of many charity programs that support its employees and local communities. 
Since 2001, Tesco Ireland has donated 20 million euros for good causes in the country, including 8 million euros for vital hospital equipment in Children’s Health Ireland hospitals and urgent care centres. Aware, the Irish Cancer Society, the Alzheimer Society of Ireland, Down Syndrome Society, Make a wish Foundation are other charities programs supported financially by the retailer (Tesco, 2023). 
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Source of the image: Tesco.co.uk

Tesco promotes a healthy lifestyle even for children. The brand partners with Groundwork to create a new £5.3 million grant program called “Stronger start”. It will provide healthy food and fitness activities to 1 million children – from breakfast clubs, playground equipment, football kits to gardening classes (Tesco, 2023)

Surplus food from Tesco’s stores is donated to local charities every single day, which allow people with financial difficulties to get some fresh products. 

Apart from supporting communities, Tesco also does its best to motivate its employees and to raise their satisfaction. Annual reports mention that over the last 10 years, Tesco’s hourly rate has increased from £7.14 to at least £11.02. In 2022, there were £200 million invested in payment increase. For workers in London areas, the basic pay went up to £11.95. Also, employees benefit from free products: fresh fruits, hot and cold drinks, breakfast items, soups, bread, pasta and noodle snacks and toiletries: deodorant and sanitary products (Tesco, 2023).

According to annual sustainability reports, the retailer was the first business in the UK that has set, in 2009, Zero Carbon goal and has plan to be Carbon neutral by 2035 and Net zero across the whole footprint by 2050. In 2022-2023 years, Tesco has reduced its gas emissions by 55% using energy and refrigeration more efficiently and adopting 100% renewable electricity. 
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Tesco has committed to 100% deforestation of soy, palm oil, wood and paper by 2025. They also plan to increase the proportion of sales of healthy food to 65% by 2025 by launching Better Basket campaign, offering good deals and prices for healthy products. Tesco has launched a pesticide strategy for suppliers and farmers, that requires to reduce pesticide use, planting wildflower margins and rewilding of landbanks. 

All Tesco packaging will be fully recyclable by 2025 (Tesco, 2023).  
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2.6 Recommendations 
Although Tesco is the biggest grocery retailer in the UK and gets good profits from British market, an international expansion strategy can be recommended. The failed entry into the US and Japan’s markets should not be an obstacle to retry it. It is important for Tesco to take into consideration the mistakes that has been made and to plan expansion strategies according to local markets characteristics and directions. 

Tesco can also try using multiple formats of selling products to compete beyond the geographical reach.  It can involve a wider spectrum of outlets, including physical stores and online stores, that can be part of the international expansion strategy. Brand franchising in different countries would allow Tesco to grow internationally faster and cost-effectively, reducing financial risks and increasing brand trustworthiness. 

Regardless of the popularity that Tesco has on the UK’s market, its prices are quite high in comparison to other supermarkets in the country. According to a report by Grocery Gazette, Tesco has been named the most expensive supermarket for basic items (Retail Gazette, 2023). Also, apart from the Tesco Club Card reductions, the supermarket does not offer so many weekly reduced items as other shops do, weekly or monthly. If there is any possibility, the retailer can try to reduce the prices, at least for some products, and to offer more deals on certain items at specific period of times. This will attract more customers and, as a result, the brand will become more competitive. 











3. Conclusion

The business strategy is an important tool for planning the future activity of an organization. It enables companies to track the progress toward planned goals. There are different types of strategies that analyse the existing or new opportunities or threats for the business and gives directions for the next steps. Every company chooses the proper plan for its own activity that helps them to increase profitability. 

Tesco, the biggest UK supermarket chain, has also implemented multiple strategies since the beginning of its activity. From introducing new products and entering new markets to starting to provide banking, financial and fuel products and services, Tesco has managed to become the favourite of British citizens and have success in few European and Asian countries. 


















Appendix

Ansoff Matrix table
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