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1. Introduction: 
Tesco is a leading global retail company which has more than 300,000 colleagues who aim to serve customers in various parts of the world. The company offers sustainable, affordable and healthy food items to its customers. The major goal of Tesco is related to helping customers enjoy an easy way of living and a better quality of life (Tesco, 2026a). Tesco is a part of the retail sector of the UK. The primary products offered by the company include various types of grocery items, which can fulfil the regular needs of customers. According to Statista Research Department (2025), Tesco Plc has acquired a leading position in the UK retail sector, with a consistent share of 27 per cent in the market. Competitive positioning of a company is at the heart of its marketing strategy (Hooley and Nicoulaud, 2020). The purpose of this report is to conduct a situational analysis of Tesco by using the PESTEL framework. The use of the PESTEL framework provides a clear evaluation of the environmental factors that can influence the operations of Tesco. 
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Figure 1: Tesco UK Store
(Source: Tesco, 2026a)
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Political factors - 
· UK retailers have faced a blow of £2.5 billion in 2025 due to the budget announcement by the Labour Government (Erdly, 2024).
· Geopolitical disruptions like Brexit, Covid-19 and US-China trade war changed the supply chain designs of UK companies (Roscoe et al., 2022).
· The budget presented by the UK government increased the pressure related to maintaining appropriate profit margins faced by a global firm like Tesco. 
Economic factors - 
· The size of the UK grocery market is expected to reach around £ 241 billion in 2028 (Mintel, 2024).
· Inflation rates in the UK have significant implications for the savings and household consumption levels (Das, 2023).
· Rising inflation and current supply chain disruptions have a negative impact on the grocery sector of the UK, which has a major impact on Tesco. 
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Figure 2: Retail shopping behaviours of UK customers
(Source: Mintel, 2024)
Social factors - 
· Consumers have started placing more importance towards the enriching experiences that are offered by retail stores (Mintel, 2024).
· The attitudes of consumers towards retail innovation are significant factors that affect the sustainable development of consumer behaviours (Šálková et al., 2023).
· Enriching experiences offered by Tesco in its stores can have a positive impact on its loyal customer base. 
Technological factors - 
· Continuous innovation has become quite significant for retail firms to maintain their competitiveness (Mintel, 2024).
· Industry 4.0 technologies like artificial intelligence (AI), Internet of Things (IoT), big data analytics, augmented reality and cloud computing are implemented in the retail sector (Har et al., 2022).
· The digital transformation of Tesco is also influenced by the integration of modern technologies in its operations. 
Environmental factors - 
· Consumer demand related to circular economy practices and sustainability has multiplied across the UK retail sector (Mintel, 2024).
· Reverse logistics plays a major role in streamlining the circular economy (Butt et al., 2024).
· A brand like Tesco is encouraged to leverage the circular economy trends to enhance customer loyalty. 
Legal factors - 
· The UK employment laws are based on extensive regulations that affect the employee-employer relationships (Sutherland, 2023).
· The health and safety regulations help in the formation of a secure environment for the customers and staff of a company like Tesco. 
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The situational analysis depicted different external factors that have a significant influence on the operations of a company like Tesco. The current trends and market forces can influence the marketing strategies in the era of high customer value (Kotler et al., 2018). Ansoff’s product/market matrix offers a framework to consider appropriate strategic development. The four different options considered by the company include market penetration, product development, market development and diversification (Partridge and Sinclair-Hunt, 2005; Qomaro et al., 2024). The political issues and UK government decisions have an adverse influence on the growth of Tesco. Moreover, the social, technological and environmental factors have supported the operations of the retail company in the highly competitive grocery sector of the UK. 
Tesco had announced major changes in the stores to ensure that the company is competitive and focused in the fast-changing market. The organisation has provided appropriate responses to the challenges provided by COVID. Moreover, the changing behaviours of customers and the different work processes of the colleagues were considered by Tesco to improve its business operations (Tesco, 2022). Tesco has continuously strived to understand the ways the company has operated its businesses efficiently and simply, so that it can increase the value provided to customers. As discussed by Aditiya and Kirana (2025), the market penetration growth strategy is based on the ways a company aims to increase its sales of the existing products in the current markets. The current growth strategy and strategic decisions made by Tesco based on the external environment factors can be linked to the market penetration approach suggested by the Ansoff matrix. The well-established roles in organisations can affect the financial outcomes (Morrison et al., 2025). Leadership in organisations can have a huge influence on the corporate strategies (Iqbal and Ali, 2024). According to Tesco (2026b), the core purpose developed by Tesco is related to serving the customers, communities and the planet. Customers are the most significant aspect of corporate strategies developed by Tesco. The values of Tesco have helped the company understand the customers, meet their needs and develop responsible activities that can affect the local communities. The Tesco Clubcard has become a significant part of the corporate strategy formed by the company. The changes and innovative strategies of Tesco have supported the company in fulfilling the customer needs. 
[bookmark: _heading=h.ptg9q99feg8k]4. Conclusion: 
The analysis based on the PESTEL framework depicted the positive influence of social, technological and environmental factors on Tesco and a medium negative impact of political, economic and legal aspects on the company. The corporate strategy and Ansoff growth strategy of Tesco are influenced by the impact of environmental factors. 
Recommendations - Tesco needs to increase the integration of technologies to enhance the customer experience. The company can integrate circular practices to improve its sustainable operations. 
Reflection - The PESTEL framework can be implemented effectively to examine the situation or macro environment in which a company like Tesco operates. The changes in the environment have affected the growth strategies and corporate strategy decisions of the company. 
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How Consumers Shop for BPC Products

In-store purchase activity remains steady, with over nine in ten UK consumers
making BPC purchases in-store.
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