


Tesco's Market Audit Analysis













Module code: BMBM6016
Student name: Strategic Marketing 
Student ID:2304053
Student name : Huijie Han


Executive summary
The purpose of this report is to analyze the internal and external challenges faced by Tesco in the face of global economic challenges. PESTEL, Porter's Five Forces model, value chain model, and SWOT analysis were used to comprehensively examine its external macro and micro environments, as well as the value chain model of the enterprise. Finally, it is recommended that Tesco develop diversified products, reduce dependence on the UK market, and continue to optimize online sales channels and supply chains.


1.0 Introduction
At present, the global economy is facing increasing uncertainties. After COVID-19, the world economy shows an unbalanced recovery (Al Thaqeb, et al., 2022). The rise of world trade protectionism has led to a tense trend in global trade (Milner, 2021), which will have an impact on global supply and value chains. In addition, the rapid development of digital technology has accelerated online shopping. The development of remote work has had an impact on the economic structure and industrial landscape. For the food retail industry, global economic challenges will affect consumer purchasing power, consumption habits, and preferences, change the competitive landscape of the food retail industry, and affect the stability of the food supply chain. Therefore, analyzing the internal and external environment faced by an organization is a prerequisite for implementing a good organizational marketing strategy. Tesco is a long-standing and strong food retailer in the UK, founded in 1919. Headquartered in the UK, it has thousands of stores worldwide and is one of the largest food retailers in the world. The main purpose of this report is to critically analyze the internal and external environment faced by Tesco to help it address the challenges of the global economy.
2.0 Main Findings
2.1 PESTEL Analysis - External Macro Environment Analysis
PESTEL analysis is a commonly used analytical model for evaluating and analyzing the external macro environment of enterprises. It mainly comprehensively scans the external environment of enterprises from six aspects, namely Political, Economic, Social, Technical, Environmental, and Legal. The PESTEL analysis results of Tesco in the UK are as follows:

(1) Politics: The political environment in the UK is unstable, and sanctions against Russia mean that the UK will face energy shortages. Brexit by the UK government will affect the food supply chain structure. The domestic fiscal tightening and political fluctuations in the UK will have an impact on its imports, exports, and international business (Kilpatrick and Moir, 2023). On the positive side, the UK provides government tax and consumption subsidies for food, especially healthy foods such as vegetables and fruits (Andreyeva et al., 2022).

(2) Economy: The economic environment in the UK is unstable, facing serious inflation and livelihood issues. At the end of 2022, the unemployment rate reached 6.25%, and in the first quarter of 2023, the inflation rate in the UK reached 11.7% (Gao, 2024). In order to address inflation and unemployment rates, the UK has reduced personal income tax and corporate tax (Gan and Yan, 2023). But today, the problem has not been solved, and inflation and strikes still exist. Inflation may cause price increases and a decrease in consumer purchasing power (Breinlich et al., 2022; Haskel, 2023), resulting in cost and sales performance pressures, and may also face challenges such as labor shortages.

(3) Society: The UK is a diverse society with diverse cultural differences and consumption habits. The aging population in the UK is also quite severe, which may lead to changes in consumer demand (Office for National Statistics, 2021). In recent years, British citizens have increasingly focused on social equity and environmental awareness (Zhang, Zhang and Zhou, 2021), which means that businesses need to pay attention to social responsibility and sustainable development of the environment. In terms of education, there has been an increase in the number of uneducated individuals aged 16-24 in the UK (Office for National Statistics, 2023), and these unstable factors can lead to Tesco facing supply chain and employment stability, logistics delays, and service interruptions.

(4) Technology: Currently, digital technology is sweeping the world, and both society and enterprises are facing digital transformation (Papanagnou, et al., 2022). The technological environment in the UK is full of vitality, innovation capabilities, and competitive advantages. The UK is at the forefront of digital transformation, with rapid development in areas such as network technology, artificial intelligence, and big data analysis (Moore, 2023). Technologies such as e-commerce, intelligent Internet of Things, and digital payments are changing people's lifestyles and business models (Shang and Chiu, 2022).

(5) Environmental: The environmental awareness of British citizens is increasing (Huber, 2020). They generally support environmental policies and actions taken by governments and businesses, support measures such as banning the use of plastic bags (Taghopour, et al., 2023), reducing carbon emissions, and protecting natural ecosystems (Cox, Spence and Pidgeon, 2020). More and more British citizens are paying attention to sustainable lifestyles, choosing to purchase environmentally friendly products and paying attention to climate change. These all require enterprises to focus on environmental sustainability and corporate social responsibility in the process of development and operation.

(6) Legal: The food retail industry in the UK faces multiple regulations, mainly including the Consumer Rights Act, Food Safety Regulations, Labeling and Packaging Regulations, Competition Regulations, Labor Regulations, and Environmental Protection Regulations. These laws are mandatory for businesses to comply with. Food retailers should pay attention to protecting consumer rights, ensuring product quality and safety, and promoting the healthy development of the industry.

Through PESTEL analysis, it can be seen that Tesco is facing a turbulent political and economic environment, a complex social environment, and a rapidly developing technological environment. At the same time, it also needs to comply with more legal systems and raise awareness of environmental protection among citizens. In summary, the external macro environment Tesco is facing has caused many adverse effects on the development of the enterprise, and the enterprise should fully consider these influencing factors when formulating marketing strategies.
2.2 Porter's Five Forces Analysis - External Micro Environment Analysis
The Porter's Five Forces model is used to analyze and evaluate the external micro environment faced by enterprises. This framework includes five aspects related to enterprises, namely the competitiveness of competitors, the threat of potential entrants, the threat of substitutes or services, the bargaining power of suppliers, and the bargaining power of customers. Tesco's Porter's Five Forces model analysis is as follows:

(1) Competitiveness: Tesco faces many strong competitors in the UK, mainly Sainsbury's, Asda, Morrisons, etc. They compete with Tesco in multiple fields such as price, market, and supply chain. In addition, German retail giants Alid and Lidl are also rapidly expanding in the UK market. Waitrose mainly occupies the high-end market, providing high-quality food and services, attracting a portion of consumers. Tesco and its competitors have a certain market share and influence in the UK market, and there is fierce competition between them, which drives Tesco's products and services to continuously optimize and enhance competitiveness.

(2) Potential entrant threat: The food retail industry requires significant capital investment to operate daily operations such as store networks, supply chains, and inventory, and has a long investment return period. Potential entrants need time and resources to establish a supply chain network. Correspondingly, after years of operation and development, Tesco has a huge supplier network and procurement capabilities, and has invested a lot of resources in digital transformation. It can be seen that Tesco has a leading position and advantage in the market, and potential entrants face high entry barriers.

(3) Threat of substitutes: Currently, online retail platforms are developing rapidly, and consumers can purchase food through online platforms without being limited by time and location, which poses a threat to Tesco's physical stores. In addition, with the increasing awareness of health, people may be more inclined to choose organic products, natural products, or dietary products (Kowalska, et al., 2021), and the market demand for meal substitutes has also increased in recent years (Jovanov et al., 2021). Takeout ordering and dining establishments have also segmented a portion of the market share of food retailers (Ahuja, et al., 2021). Therefore, Tesco still faces a strong threat of substitutes and needs to provide diversified products and services to enhance competitiveness.

(4) Supplier bargaining power: From Tesco's 2023 annual report (Tesco, 2023), it can be seen that Tesco has established long-term partnerships with many of its suppliers, who consider Tesco as their top retailer. The establishment of long-term partnerships with suppliers and Tesco's large procurement volume both determine that Tesco has lower procurement costs. This means that the bargaining power of suppliers is weak, but from a sustainable development perspective, Tesco needs to ensure that both upstream and downstream enterprises in the supply chain receive reasonable profits.

(5) Customer bargaining power: There are many competitors in the food retail market in the UK, and their strength is on par, which gives consumers a lot of choice space. In addition, the threat of substitutes allows consumers to compare prices among multiple choices when making purchasing decisions, which means that consumers have strong bargaining power. This will put a lot of pressure on Tesco to maintain and expand its market share.

From the above analysis, it can be seen that Tesco is facing fierce market competition, with competitors and substitutes posing a certain threat to Tesco's market strategy. Consumers have a wide range of products to choose from and strong bargaining power. Fortunately, Tesco has established a huge supply chain network with strong supply chain management and procurement capabilities. Tesco needs to continue to leverage its advantages in the supply chain and enhance its competitiveness. At the same time, Tesco also needs to provide diversified products and continue to increase 
support for online purchases to reduce the threat of competitors and substitutes.
2.3 Internal Resource Audit - Porter's Value Chain Analysis
Porter's value chain analysis can understand the analytical framework of how internal activities of a company create value. It can comprehensively analyze all major and supporting activities of Tesco, and focus on the value creation process of Tesco, identifying key activities of Tesco, and providing guidance for Tesco's strategic planning. Tesco's Porter's value chain analysis is shown in Table 1:
Table 1: Tesco's Value Chain Analysis for 2024
	Tesco's Value Chain Analysis for 2024

	supporting activities
	Basic Settings of the Company
	Advanced warehousing and inventory management facilities, large offline stores (Chen, 2022)

	
	Human Resource Management
	Tesco focuses on employee training and management, ensuring that employees possess professional knowledge and a good service attitude. It emphasizes fairness and has increased employee salaries in 2023 (Tesco, 2023).

	
	Technological development
	Tesco has invested in advanced information technology, supply chain management systems, and customer relationship management systems in recent years. In 2023, Tesco also updated its food safety and quality supervision system, enabling it to cope with external risks (Tesco, 2023). In order to enhance customer experience and sales efficiency, continuously improve its e-commerce platform and customer management system.

	
	Procure
	Tesco establishes long-term partnerships with suppliers to ensure access to high-quality products and competitive prices (Tesco, 2024).

	
	Procure
	Transportation and Logistics
	Storage
	Sales and marketing
	After-sale service

	
	Tesco procures goods and raw materials through a global supply chain, negotiates prices with suppliers, and establishes strategic partnerships to ensure supply stability (Tesco, 2023).
	Tesco utilizes advanced logistics systems and distribution networks to ensure rapid transportation and distribution of products from suppliers to stores (Smith, 2023).
	Tesco sets up warehouses and distribution centers in various regions to ensure the effectiveness of inventory management and meet the needs of the store (Chen, 2022).
	Tesco sells products through a combination of online and offline channels, and its online website is beautifully designed and attractive (Tesco, 2024).

Attracting customers through offline store layout, product display, and promotional activities, providing a good shopping experience, and promoting the market through advertising and promotional activities.
	Tesco provides after-sales services including return and exchange services, after-sales consultation, and customer complaint handling to improve customer satisfaction and loyalty (Tesco, 2024). In addition, the company also provides on-site services (Gan and Yan, 2023).

	Main activities



Through value chain analysis, it can be seen that Tesco has certain advantages in procurement, logistics, and sales, and can support the smooth progress of major activities through effective support activities and infrastructure. However, with the intensification of market competition and the constant changes in consumer demand, Tesco also needs to continuously optimize its value chain, improve efficiency and service quality, and maintain its competitive advantage.
2.4 Tesco's SWOT analysis
SWOT analysis is a method of comprehensively evaluating the internal strengths and weaknesses of a company, identifying external opportunities and threats. The SWOT analysis results of Tesco Company are shown in Table 2:
Table 2: SWOT Analysis Results of Tesco Company
	
	S (Advantage)

(1) High brand awareness
(2) Diversified products and services
(3) A vast network of stores
(3) Excellent supply chain management
	W (Disadvantage)

(1) Unstable performance
(2) Negative public opinion (Mohapatra and MV, 2021)

	O (Opportunity)

(1) Rapid development of e-commerce platforms
(2) Economic globalization
(3) Healthy lifestyle trends
	SO

Continue to optimize online channels, seize the trend of healthy living, and develop diversified and healthy products. Simultaneously planning global business layout.
	W0

Promote a healthy lifestyle, assume corporate social responsibility, and strengthen food safety management and monitoring. Accelerate the layout of global stores for enterprises.

	T (threat)

Strong competitors
Changes in consumer shopping habits

Political and economic uncertainty
	ST

Adequate market research and forecasting, market orientation, capturing consumer shopping habits and unmet pain points. We will temporarily not expand our stores in the local market in the UK and maintain the status quo. Expand the international market and avoid unstable political and economic regions.
	WT

Research consumer needs and improve service levels. Diversification of online store products and offline products.


3.0 Suggestions
In the face of global economic challenges, various enterprises are seeking their own sustainable development. Through the above review of Tesco's internal and external environment, this article proposes three suggestions for Tesco to address these challenges.

(1) Developing diversified businesses: catering to changes in consumer consumption habits and developing healthier and more eco-friendly products. At the same time, further develop the international market, reduce dependence on the UK market, and seize sales growth opportunities in emerging markets through cooperation or acquisitions.

(2) Further strengthen e-commerce sales channels, especially in the current political and economic instability in the UK, do not blindly expand physical stores and reduce store opening costs. Increase online shopping channels and improve the user experience of online shopping platforms, providing more online products and services. Improve the information technology level of online shopping, use big data and other targeted recommendations to customers, and stimulate their purchasing desire.

(3) Further optimizing the supply chain and cost management, Tesco has an excellent supply chain, but the supply chain advantages of its competitors cannot be ignored. Therefore, Tesco needs to further maintain, develop, and optimize its supply chain management, especially in the face of a larger international market in the future. It should lay out its supply chain network, plan logistics, procurement, warehousing, and respond to market changes and risks.
4.0 Conclusion
Tesco is facing a less optimistic macro environment, with economic, political, and social instability requiring caution in its expansion within the UK. The development of emerging technologies enables Tesco to develop its online sales channels well. Although new entrants face high threshold pressures, the strong threat of competitors and substitutes forces Tesco to consider diversified products and services as well as further expansion into the international market. Tesco's internal audit status is good, and its core competitiveness lies in its excellent supply chain, vast sales channels, and excellent talent team. It needs to further optimize these advantages to enhance its competitiveness.
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