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1. Introduction

Tesco PLC is the largest grocery retailer in the United Kingdom and one of the most recognisable supermarket brands in Europe. Established in 1919, the company has grown into a dominant force within the UK retail sector, operating a variety of store formats including Tesco Extra, Superstores, Tesco Express convenience stores, and a comprehensive online grocery service. Tesco serves millions of customers each week and continues to lead the UK grocery market ahead of competitors such as Sainsbury’s, Asda, Aldi, and Lidl (Kantar, 2024).

The UK grocery industry is highly competitive and operates on tight profit margins. Retailers face increasing pressure from rising operational costs, aggressive price competition, and changing consumer behaviour driven by economic uncertainty and digitalisation. In recent years, the cost-of-living crisis has further intensified competition, as consumers have become more price-conscious while still expecting convenience, quality, and ethical business practices.

The purpose of this report is to conduct a situational analysis of Tesco using the SWOT framework. SWOT analysis is a strategic tool used to evaluate an organisation’s internal strengths and weaknesses alongside external opportunities and threats, supporting informed strategic decision-making (Kotler and Keller, 2016). Applying this framework allows an assessment of Tesco’s current strategic position within the UK grocery market and highlights key factors that may influence its future performance.

2. Situational Analysis: SWOT

Strengths

Tesco’s strongest advantage is its market leadership within the UK grocery sector. In 2024, Tesco held 27–28% of the market, significantly ahead of its main competitors (Kantar, 2024). This dominant position enables Tesco to benefit from economies of scale, allowing the company to negotiate favourable terms with suppliers and maintain competitive pricing while sustaining large sales volumes.

Another important strength is Tesco’s Clubcard loyalty programme. The scheme enables Tesco to collect extensive customer data, which is used to personalise promotions and tailor pricing strategies. Clubcard pricing has become particularly attractive during the cost-of-living crisis, helping Tesco retain customers and strengthen long-term loyalty (Tesco PLC, 2024).

Tesco also benefits from well-developed online and digital capabilities. The company has invested heavily in online grocery shopping, click-and-collect services, and rapid delivery options. These investments support an effective omni-channel strategy and allow Tesco to meet changing consumer expectations for convenience and flexibility (Reuters, 2024).

Weaknesses

Despite its strong position, Tesco remains heavily dependent on the UK market for most of its revenue. This reliance increases the company’s exposure to domestic economic risks, including inflation, rising interest rates, and reduced consumer spending. Any downturn in the UK economy therefore has a direct impact on Tesco’s financial performance (Tesco PLC, 2024).

Tesco also faces continued pressure on profit margins due to intense competition from discount retailers such as Aldi and Lidl. These competitors operate with lower cost structures and focus strongly on price, forcing Tesco to engage in price-matching strategies that limit profitability (BBC News, 2024).

In addition, Tesco’s large store estate, and complex supply chain result in high operational costs. Rising wages, increased energy prices, and ongoing supply chain disruptions have further added to cost pressures, making efficiency a key challenge for the business (Reuters, 2024).

Opportunities

The continued growth of online grocery shopping presents a major opportunity for Tesco. While demand stabilised after the pandemic, online grocery usage remains higher than pre-2020 levels, offering long-term potential for further development through automation and improved customer experience (Statista, 2024).

Sustainability initiatives also offer significant opportunities. Tesco has committed to reducing carbon emissions, tackling food waste, and improving the sustainability of its supply chain. As consumers increasingly value environmentally responsible businesses, effective sustainability strategies can strengthen Tesco’s brand image and customer loyalty (Tesco PLC, 2024).

Furthermore, the expansion of convenience stores presents additional growth potential. Changing lifestyles, urbanisation, and flexible working patterns have increased demand for local and quick shopping options. Tesco Express stores are well positioned to meet this demand and capture further market share (BBC News, 2024).

Threats

The most significant threat facing Tesco is intense competition within the UK grocery market. Discount retailers continue to expand rapidly, placing pressure on prices and reducing Tesco’s ability to protect margins. At the same time, traditional competitors such as Sainsbury’s and Asda are investing heavily in promotions and loyalty schemes, increasing competitive rivalry (Kantar, 2024).

Economic uncertainty also poses a major threat. Ongoing cost-of-living pressures have reduced consumer confidence and increased price sensitivity, which may negatively affect spending behaviour and profitability (BBC News, 2024).

Additionally, supply chain disruption and regulatory changes represent ongoing risks. Global geopolitical tensions, climate-related events, and stricter environmental regulations may increase costs and create operational challenges for large retailers such as Tesco (OECD, 2023).

3. Critical Analysis and Evaluation

The SWOT analysis highlights that Tesco’s competitive advantage is driven by its scale, data-driven marketing, and strong omni-channel presence. In low-margin industries such as grocery retail, cost efficiency and scale are essential for maintaining competitiveness (Porter, 2008). Tesco’s size allows it to compete effectively on price while continuing to invest in technology and customer experience.

However, the analysis also reveals strategic limitations. Tesco’s reliance on the UK market reduces its ability to spread risk across different regions. Although the company possesses strong resources such as brand reputation and customer data, these advantages are concentrated domestically, limiting strategic flexibility (Barney, 1991).

Furthermore, sustained price competition with discount retailers may not be viable in the long term if it continues to erode margins. To remain competitive, Tesco must focus on differentiation through digital innovation, convenience, and sustainability rather than relying solely on price-based strategies.

Overall, the findings suggest that Tesco’s future success depends on balancing operational efficiency with innovation, while responding effectively to economic and competitive pressures within the UK grocery sector.

4. Conclusion and Recommendations

In conclusion, Tesco’s strengths in market leadership, digital capability, and customer loyalty provide a solid foundation for competitive advantage. However, challenges such as margin pressure, intense competition, and reliance on the UK market remain significant.

Based on the analysis, it is recommended that Tesco:
· Continue investing in digital innovation and personalised customer experiences to reduce dependence on price competition.
· Strengthen sustainability initiatives to enhance brand differentiation and meet regulatory expectations.
· Improve operational efficiency to manage rising costs and protect profit margins.
· Explore selective diversification opportunities to reduce reliance on the UK market.

This report demonstrates the importance of situational analysis in strategic planning, as frameworks such as SWOT help organisations align internal capabilities with external market conditions and support more effective decision-making.
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