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[bookmark: _Toc216989934]1. Introduction
Globalisation refers as the rising level of the integration of markets, technology, capital, and supply chains across national borders (Alkharafi and Alsabah, 2025). This interdependence environment keeps changing in 2024-2025, as the fast implementation of artificial intelligence (AI) disrupts the usual course of geopolitical supply chains and the implementation of new sustainability regulations, including the Corporate Sustainability Reporting Directive (CSRD) by the EU. These forces are transforming the design strategy as well as the operations of multinational corporations such as Tesco plc is a multinational retailing company that offers day-to-day healthy, affordable and sustainable food to its customers (Tesco, 2025). As shown in Figure 1, 5,040 Tesco stores are located internationally as of 2025 (Statista, 2025). 
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Figure 1: Tesco Number of stores across the globe
(Source: Statista, 2025)
[bookmark: _sagw4fhqlq4x][bookmark: _Toc216989935]2. Opportunities and Challenges

	Factors
	Analysis

	Political

	·  Red Sea conflict is adding to the cost of logistics and supply chains; ships are bypassing the Suez Canal and transport time, and costs are going up (Kamali et al., 2024). 

	Economic

	· Rising inflation rate in the UK, 3.2 in November 2025, dampens consumer spending and heightens the demand for low-price items. 
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Figure 2: UK inflation rate
(Source: Trading Economics, 2025)


	Social

	· On average, 9.7% consumer spent more on sustainably produced or sourced products, despite cost-of-living and inflationary pressures (PWC, 2024).
· Retail e-commerce sales are projected to increase between 5.542 trillion and 7.391 trillion across the globe (Dube, 2025).
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Figure 3: Digital and Online Shopping Behaviour
(Source: Dube, 2025)

	Technological

	The market size of the global digital transformation is at USD 2,226.0 billion in 2024 and to USD 10,944.65 billion in 2032 (Fortune Business Insights, 2025).
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Figure 4: Growth of AI tool
(Source: Fortune Business Insights, 2025)

	Legal
	EU Corporate Sustainability Reporting Directive (CSRD), expanding legal reporting requirements on Tesco as an EU/UK company. (European Commission, 2025).

	Environmental

	The EU should be climate-neutral by 2050 - an economy with zero net-greenhouse gas emissions (European Commission, 2025a).


Table 1: PESTLE
(Source: Self-Developed)
The above forces pose strategic opportunities as well as operational threats, and these factors have affected Tesco's international strategy, competitiveness, and long-term sustainability.
Artificial Intelligence
Opportunities
The adoption of AI can provide Tesco with great strategic benefits. Tesco has become more transparent in its supply chain, increased the accuracy of its stocks and decreased the rate of delivery mistakes (McMillan, 2024). As an example, the adoption of the AI-driven Roambee platform by Tesco has allowed for decreasing dwell times and increasing the accuracy of stock at 3,000 locations, directly affecting revenue and operational performance (McMillan, 2024). These inventions lead to the satisfaction of customers and offer a competitive advantage within the swiftly moving retail markets.
Challenges
However, challenges persist. The adoption of AI involves a large amount of investment in technology infrastructure and reskilling of the workforce. Privacy and governance are important as Tesco has a lot of information about its customers and suppliers that it is required to handle by the laws of GDPR and UK data protection. Almost half of organisations in the UK (57) confirm that they are unable to monitor sensitive data transfers with AI, increasing the possibility of breach (Chaplin, 2025).
Geopolitical Supply Chain Resiliency and Risk Management
Opportunism
The global political unrest, Red Sea unrest and China unrest on trade with Taiwan make logistics expensive and the supply chain disrupted, which influences the supply of products. Tesco, the largest supermarket chain in the UK, indicated that the disruption of Red Sea routes might increase prices in the retail sector because of the change of route (Speciality Food Association, 2024).
Challenges
These pressures have stimulated the strategic options: Tesco is becoming more diverse in suppliers, near-shoring some goods, and improving the visibility of its supply chains by using AI, making the chain more resilient to future interruption. However, these measures are costly in terms of operation and require intricate coordination among international suppliers. 
Sustainability & CSRD
Opportunities 
Sustainability programs provide opportunities and challenges. The net-zero targets and plastic reduction programmes will enhance the ESG positioning of Tesco, attracting environmentally conscious customers who will not hesitate to pay up to 9.7 per cent more to buy sustainable products (PWC, 2024). By 2030 and 2035, the company will reduce its own emissions by 85 per cent and 90 per cent of absolute Scope 1 and 2, respectively, based on a 2015/16 baseline year (Tesco PLC, 2024). 
Challenges
Nevertheless, CSRD reporting provides an operational complexity (European Commission, 2025b). Supply of ESG information to thousands of suppliers around the world can only be done with a complex IT infrastructure and cooperation of suppliers (Tesco PLC, 2024). Failure to comply will have reputational and legal implications.
[bookmark: _ljbtx4qv9qzd][bookmark: _Toc216989936]3. Impact on the Organisation 
By using Porter's 5 Forces, helps to find which areas are the main source of strategic pressure and how Tesco can use the threats as opportunities.
Rivalry Competitiveness: Very high
Tesco is focused on value, quality and service, which is appealing to the customers, and this makes it grow sales by 5.1% (ET BrandEquity, 2025). This good performance notwithstanding, Tesco calculated online competition and strategic gambling on digital initiatives and prices (Tesco Plc, 2025). Tesco declared its 1.45 billion share buyback, and it may reduce its profits by up to 14 per cent in the future because of the intense competition (Financial Modelling Prep, 2025). 
Bargaining Power of Buyers: High
Buyers have high bargaining power because of price-sensitive customers who have low switching costs The Tesco customers will get the opportunity to earn up to 50 Clubcard points through new AI-driven Clubcard Challenges (Tesco, 2024). The buyer power can be addressed with AI-based personalised promotions that can enhance the perceived value and retention. Nevertheless, it needs strong data governance to adhere to GDPR and trust. 
Supplier Bargaining Power: Moderate
The size of Tesco gives it bargaining power in terms of negotiation, but CSRD and sustainability require the transfer of power to suppliers, who now have to prove compliance and traceability. The supplier relationships at Tesco, hence, shift to collaborative ESG programmes rather than price negotiations. 
Threat of substitutes: Moderate
Discount grocers, specialist shops and meal-delivery services are some of the substitutes that Tesco faces pressure to be creative outside the grocery sector. The AI investments, automated fulfilment and omnichannel services of Tesco increase the convenience and personalisation of offers, decreasing the threat of substitution (Hill, 2025). 
Possibility of new entrants: Low to moderate
Entry barriers are high because of capital and logistics demands in the national context, but entry is eased by the digital platforms through niche segments. The size of Tesco, the logistics base, and the Clubcard statistics provide some form of deterrents, but the company has to keep developing AI laboratories, tech alliances to sustain the competitive advantage (Tesco PLC, 2025). Strategic alliances enhance capacity building faster, but they demand good change management. 
Overall Effect on Market Positioning, Innovation, Talent, & Competitiveness
Market positioning: Tesco has a leading position due to its scale and Clubcard ecosystem, although value-based differentiation is driven by competitive pricing. In Figure 5, I showed how the Tesco market share increased by 28.5 per cent as compared to the other competitors using the Clubcard strategic initiative (Western Business, 2025). 
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Figure 5: Tesco expanding market.
(Source: Western Business, 2025)
Innovation: AI collaborations like Mistral and supply-chain technologies enhance the precision of forecasting, minimise waste and allow personalised offers at the expense of increasing the cost of integration and governance (Tescoplc, 2025). 
Talent management: AI, along with automation, requires mass reskilling and the hiring of specialists. The Tesco training programmes and technological recruitment should be in line with its digital strategy to prevent failure to meet its capability (Tesco, 2023). 
Competitiveness: Customer loyalty and operational efficiency address the short-term cost pressures, inflation, logistics, and CSRD compliance. The adoption of AI and real-time tracking has helped Tesco to become more visible in the supply chain, increase the precision of stock and minimise delivery inaccuracies (McMillan, 2024).
[bookmark: _q15gq4vvc33k][bookmark: _Toc216989937]4. Recommendation
Recommendation 1: Diversify and Extend Artificial Intelligence-Based Operations
Tesco ought to keep developing its AI in order to enhance customer experience, pricing flexibility, and resilience in the supply chain. Continuing on the collaboration with Mistral AI and the programs such as AI-Price Flex, Tesco can formalise the AI laboratories and cross-functional units, to jointly develop customised solutions to demand forecasting (Chapman, 2025). This will enhance its value propositions and competitive differences, and use data analytics in strategic decision-making in the international markets. 
Recommendation 2:Improve Diversification and Technology to Supply Chain Resilience
To reduce the effects of geopolitics like Red Sea, Tesco ought to decentralise its suppliers and invest in sophisticated technology in its supply chain. The use of IoT, blockchain, and machine learning in the area of logistics is also capable of enhancing stock accuracy as well as reducing disruptions (Sithara Wanigasooriya, 2024). 
Recommendation 3: Bring Sustainability Strategy in line with CSRD Compliance and Market Leadership
Tesco needs to incorporate sustainability in the very fabric of its strategic architecture to comply with the CSRD reporting requirements as well as leverage ESG credentials as a competitive edge. The initiatives of the company, including the low-carbon supply chain relationships show an example of environmental performance (McMillan, 2025). To simplify the CSRD compliance, improve operational efficiency, and increase transparency. 
[bookmark: _qo2evm39drn6][bookmark: _Toc216989938]5. Conclusion
Critically, the essay has examined the impact of the adoption of artificial intelligence, geopolitical disruption of supply chains, and sustainability regulations on the international strategy and operations of Tesco plc. Geopolitical risks such as Red Sea disturbances and China-Taiwan risks raise the supply chain uncertainty and costs, and diversification and resilience. The sustainability requirements such as CSRD of the EU, also enhance transparency and long-term brand value. The knowledge of these global trends is crucial to international business strategy, which means that companies such as Tesco have to constantly transform due to changes in technology, politics, and the environment to remain a successful international company.
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