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Companies like Tesco must continually assess and adjust to changes in the external environment in order to compete in today's fiercely competitive retail sector. In this task, PESTEL analysis, Porter's five forces analysis, industry analysis, supply chain analysis, market demographics, and competition analysis will be conducted for an external analysis of Tesco for this research. A set of recommendations is also presented at the end of this task based on the external analysis.
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Tesco is a multinational retailer with its headquarters in the UK. Jack Cohen established it as a collection of market stalls in 1919. Tesco provides goods from different brands in addition to those under its own brand.
Tesco operates through a variety of store types, such as substantial hypermarkets, more compact supermarkets, and convenience stores. Customers can order groceries for home delivery or store pickup using its website and smartphone app, which also has an online presence.
In recent years, Tesco has seen a number of issues, including financial setbacks, a sizable accounting scandal, and growing competition from cheap stores. To stay competitive in the retail sector, the company has undergone major reorganization and put a strong emphasis on enhancing the customer experience and growing its product offers.
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External analysis is usually conducted to figure out the forces on businesses. These forces are beyond control of the businesses. In this task, an external analysis is carried out on Tesco. Tesco supply chain, market demographics, PESTEL analysis, Porter’s Five forces analysis, competitor analysis etc. are few examples of external analysis tools that are described below: 
Tesco supply chain
Tesco's supply chain is a complicated system that includes a number of procedures such as sourcing, manufacturing, distribution, and retail. Here is the description of each of the procedure: 
Tesco purchases goods from a range of suppliers around the world, including regional producers. The company employs a group of knowledgeable buyers who collaborate closely with suppliers to guarantee quality and sustainability. Tesco's Supplier Code of Conduct establishes guidelines for moral and accountable sourcing (Shah and Murthi, 2021). Additionally, the company collaborates with suppliers to raise environmental awareness, save waste, and improve product quality.
After the products are sourced, they are processed and packaged by manufacturers. The business promotes waste reduction and the implementation of sustainable production techniques among manufacturers. Following production, the goods are delivered to Tesco's distribution facilities. Products are timely and properly supplied to stores thanks to the company's extensive global network of distribution hubs. Tesco optimizes its distribution network and lowers transportation costs by utilizing cutting-edge logistics technology.
The products are put on shelves and sold to customers after they arrive at Tesco's stores. The company puts a lot of effort into keeping its storefronts tidy, stocked, and user-friendly (Rindfleisch and Malter, 2019). The business collaborates with suppliers to advance sustainability and lower waste as part of its commitment to ethical and responsible procurement. Tesco's supply chain is continuously changing to keep up with changing consumer preferences and the retail sector's growing reliance on technology.
Market demographics
Based on the exact shop model and the unique geographic region, Tesco's market demographics change. Tesco has operations in several nations, and the demographics of each market might be quite diverse (Murthi, 2021). The target market demographics of Tesco can be illustrated on the basis of age gender, inclome locations etc. 
Tesco serves consumers of all ages, however the most of them are between the ages of 25 and 54. Majority of the customers belong to this age group. The marketing function of this company puts tremendous efforts in satisfying the needs of this customer groups. 
Male and female customers make up an equal portion of Tesco's clientele. The company's product line is made to appeal to both genders, and its marketing campaigns target both.
Tesco draws customers from a range of socioeconomic backgrounds. The product line of the business is created to accommodate customers with various budgets, from low-income households to high-income households (Graves and Cipkowski, 2010). Tesco rewards customers with savings and coupons based on their purchases.
Urban and rural areas are just two of the many geographic zones where Tesco conducts business. The product selection and retail layouts of the company are modified to meet the needs of customers in various places. Tesco's outlets are frequently smaller and more convenient for quick shopping visits in urban areas. The stores are bigger and offer a wider selection of goods and services in rural locations.
 Tesco's customer is ethnically diverse and comes from a variety of backgrounds. The business provides a variety of goods to meet the unique demands of customers from various ethnic backgrounds, such as halal meat and Asian culinary items.
PESTEL analysis of Tesco
PESTEL analysis is a framework used to evaluate the potential effects of external macro environmental elements on an organization. PESTEL analysis assists in determining the external factors that might have an impact on a company and in evaluating the company's risks and opportunities. The PESTEL study of Tesco is as follows:
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Political: Due to Tesco's global operations, political considerations may have a substantial impact on its business. Tesco's sales and revenues may suffer if there are supply chain interruptions or a fall in customer demand in the nations where the company conducts business due to political unrest or armed conflict (Peter and Olson, 2010). Regulation and legal changes may also have an impact on Tesco's operations. For instance, Tesco might incur more expenses if laws governing labeling or food safety change. Political aspects including tax laws, trade agreements, and labor regulations may also have an effect on how Tesco conducts business.
Economic: Tesco is no exception to the rule that economic issues are crucial in the retail sector. Consumer spending patterns may be influenced by the state of the economies in the nations where the company conducts business. Consumers are more likely to be price sensitive during a recession, which could reduce Tesco's sales. The company works in various nations, thus fluctuations in exchange rates could also affect its profitability (Ferrell, 2016). Tesco's business operations may also be impacted by changes in interest rates, inflation, and economic growth rates.
Social: Tesco's business operations may be significantly impacted by social variables such as changing consumer tastes, lifestyles, and demography. Demand for healthier and organic products is rising as customers grow more health conscious. The introduction of its own-brand organic items by Tesco in response to this trend has been positively accepted by customers. Tesco's business operations could potentially be impacted by demographic changes, such as an aging population. Purchasing behaviors of older customers differ from those of younger ones. Online reviews and social media can also have an impact on Tesco's reputation. The trust and loyalty of customers could be significantly impacted by unfavorable evaluations or news reports about the business.
Technology: Due to technology advancement, businesses can enhance their operational efficiency. Now retail businesses are more able to deliver quality products and services to their customers Tesco has made effective use of technology in its business operations. The Company uses a range of technologies including online shopping, self-checkout kiosk, smartphone apps etc. The p now has a competitive advantage over its rivals thanks to its investment in technology, which has also boosted operational effectiveness and consumer satisfaction (Blachetta and Kleinaltenkamp, 2019). Using modern technology, the company has implemented big data analytics that allow it to serve its customers according to their preferences. 
Environmental: An organization’s business operations are affected by a range of factors such as climate change, pollution, and resource depletion. Sustainable items are in more demand as people become more ecologically concerned. Tesco has responded to this trend by limiting waste, cutting back on carbon emissions, and utilizing renewable energy sources. The company has also made a number of green products available, including plant-based foods and packaging made from recycled materials. The company can draw customers who care about the environment and boost its brand by emphasizing sustainability.
Legal: Tesco's business operations aro also impacted by legal issues like labor regulations, consumer protection legislation, and intellectual property laws. The business must abide by the rules and laws of the nations in which it conducts business. Legal conflicts may also have a negative effect on Tesco's business operations (Baurer, 2019). For instance, Tesco's share price had a big decline in 2014 as a result of an accounting controversy. The company's profits was damaged by having to pay out substantial fines and compensation to impacted parties.
Porter’s five forces analysis of Tesco
A framework for analyzing an industry's competitive environment is Porter's five forces analysis. A Porter's Five Forces study of Tesco is as follows:
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Rivalry among existing companies: The level of competition between current competitors in the market where Tesco operates is referred to as rivalry in the existing market. Market concentration, industry growth, differentiation, hurdles to departure, and brand reputation are just a few of the factors that might affect competition among existing companies. Tesco can make investments in product differentiation, marketing, and branding to increase customer loyalty, operational efficiency, which will cut costs, and the exploration of new markets or product line. To lessen overall competition and foster a more stable market environment, Tesco can also work with rivals on joint ventures or industry initiatives (Baurer, 2019). Tesco can accomplish its revenue and profitability targets while preserving its competitive advantage by doing this.
Threat of new entrants: For established businesses like Tesco, the prospect of new entrants in the retail sector is a constant worry because the low entry barriers make it simpler for new competitors to enter the market. The threat of new entrants can be affected by established competitors, changing consumer behaviour, economic conditions, and regulatory obstacles. Tesco must concentrate on enhancing its brand name, increasing customer loyalty, and making technical investments to strengthen its online presence in order to combat this challenge. Tesco may also broaden its product offerings and grow into new markets using its resources and experience to stay competitive.
The bargaining power of buyers: The bargaining power of buyers refers to the level of influence that buyers have over the pricing and availability of goods and services sold by Tesco. Factors that may affect buyer negotiating power include buyer concentration, switching costs, buyer information, relevance of the product to the buyer, and industry competitiveness. Tesco can differentiate its goods and services, make marketing and brand-building investments, provide special incentives or loyalty programmes, create tailored items for particular buyer categories, or make technology investments to enhance the overall consumer experience in order to counter this force (Hooley, et al., 2014). Tesco can accomplish its revenue and profitability targets while reducing the likelihood that customers will switch to competitors and maintaining a foundation of customer loyalty. 
Bargaining power of suppliers: The degree of influence that suppliers have over the cost and accessibility of the goods and services offered to Tesco is referred to as their bargaining power. Factors that may affect supplier bargaining strength include supplier concentration, switching costs, distinctive products, importance of the supplier to Tesco, and industry competitiveness. Tesco can create alternative supply sources, boost its bargaining power through volume purchases or vertical integration, build long-term relationships with important suppliers, provide incentives, or work together to enhance the supply chain to counteract this advantage (Brooks, Weatherston and Wilkinson, 2011). Tesco will be able to maintain competitive pricing and terms while supplying a steady flow of goods and services to satisfy customer demand.
Threats of substitutes: The retail sector faces a serious threats from substitute products. Customers can choose from a variety of alternatives, including delivery services, other merchants, and online purchasing. In addition, customers may switch to specialty retailers as the trend toward healthier and organic items grows. To keep customers, Tesco must concentrate on providing a wide choice of products that meet various customer wants and needs.
An industry's competitive environment can be evaluated using Porter's five forces analysis, which also helps to pinpoint the major variables that may have an impact on a company's profitability. Tesco competes fiercely with other well-known supermarket retailers, thus in order to draw customers, it must concentrate on differentiating its goods and services. To keep customers and set itself apart from competing businesses, the company must concentrate on offering top-notch goods and first-rate customer service (Fleischmann, et al., 2012). Tesco might concentrate on supplying a wide variety of healthier products to retain customers. Additionally, the growing trend towards healthier and organic products could cause customers to transfer to speciality stores. In order to compete with other merchants, the business must also concentrate on its online presence and customer experience.
Competitor research
Tesco confronts intense competition from other retailers since it works in a highly competitive retail environment. The primary rivals of Tesco in the UK grocery retail market will be the subject of the competitor study in this section.
 One of Tesco's primary rivals in the UK food retail market is Sainsbury's. The business follows a comparable business strategy, providing a variety of products through several store formats, such as supermarkets, convenience stores, and online. With a market share comparable to Tesco's, Sainsbury's has been successful in luring customers with its Nectar loyalty program, which gives members incentives and savings based on their shopping.
Discount stores Aldi and Lidl sell private-label goods at less money. They have increased their market share in recent years by emphasizing cost effectiveness and efficient business practices (Meiners, Ringleb and Edwards, 2018). In order to stay competitive, Tesco has been under pressure to reduce its pricing and boost productivity. 
Another significant supermarket chain competing on cheap costs and cost effectiveness is Asda. Their product selection is comparable to Tesco's, which has led to fierce rivalry between the two. Tesco has been compelled by this to concentrate on cost effectiveness and price competitiveness in order to stay relevant in the market.
Based in the UK, Morrisons is a supermarket chain with a similar operating philosophy to Tesco (Murthi, 2021). Although the company has fewer locations than Tesco, it is known for its superior fresh products and has had success luring customers with its reward program, Morrisons More.
Overall, Tesco is up against a lot of competition in the UK food retail market from other retailers. The corporation has succeeded in keeping its market share by putting a strong emphasis on convenience, value, and customer service. To stay competitive over the long run, the business will need to keep coming up with new ideas and adapting to changes in the retail sector.
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The following recommendations for Tesco are based on the preceding external analysis:
Tesco needs to keep investing in its online products to be competitive in the market given the rising demand for online food shopping. The business should concentrate on enhancing customer experience on its website and mobile app, expanding the selection of products offered online, and assuring prompt and effective delivery to clients. The company should increase its social media presence in order to interact with customers and foster brand loyalty (Pride, Hughes and Kapoor, 2010). The business should put its efforts into producing pertinent and interesting content, quickly attending to consumer inquiries, and utilizing social media influencers to attract a larger audience. This would involve utilizing social media platforms to advertise sales, events, and the introduction of new products as well as to get consumer feedback.
Tesco must have to keep concentrating on creating its own brand products because they are less expensive than other branded goods. This will help the business increase its profit margins and draw in customers seeking good value (Pallemaerts and Azmanova, 2006). To stand out from rivals, Tesco should concentrate on creating creative and sustainable products. The company should think about broadening its selection of products to include more upscale and specialized items. This would assist the business in luring in high-paying clients and boosting its profit margins.
Tesco should concentrate on enhancing Clubcard, its loyalty program, to foster customer loyalty and draw customers away from rivals. To improve customer engagement, the business should tailor discounts and rewards based on consumer buying habits and behavior. The company should prioritize sustainability projects in order to meet customer expectations and set itself apart from rivals in an era of growing environmental consciousness. The business should prioritize decreasing food waste, lowering carbon impact, and promoting items that are sourced sustainably.
Tesco has to make better use of data and technology to enhance the overall consumer experience. To personalize recommendations, enhance product recommendations, and provide in-the-moment promotions and discounts, the business should leverage customer data (Rindfleisch and Malter, 2019). Tesco should also make investments in automation and AI to boost supply chain management effectiveness and save operating expenses.
Tesco should focus on bolstering its supply network to guarantee prompt and effective product delivery to customers. To improve forecasting and inventory management, which will assist to decrease stockouts and improve product availability, the organization should invest in supply chain analytics.
Tesco should have to focus on employee development and engagement in order to increase output and customer satisfaction. To attract and keep talent, the business should spend money on initiatives for employee training and development, better work-life balance, and competitive pay and benefits.
Tesco should continue to investigate prospects in emerging markets or increase its presence in current markets in order to diversify its revenue sources and lessen its dependence on the UK market (Jain, 2006). Tesco has already moved into a number of new markets. The business might successfully penetrate new markets by utilizing its current advantages, such as its supply chain and internet skills.
Tesco should not ignore the in-store experience even though it has been successful in growing its online products. To improve the shopping experience for customers, the company should concentrate on enhancing store layouts, signage, and product displays. This would entail enhancing lighting, making sure that stores are tidy and organized, and offering clear and succinct product information.
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Tesco faces fierce competition from other retailers in the dynamic and competitive retail sector. According to the analysis, Tesco needs to concentrate on expanding its online presence, creating items under its own brand, enhancing customer loyalty programs, emphasizing sustainability, utilizing data and technology, fortifying its supply chain, and emphasizing employee involvement. Tesco can continue to adapt to changes in the external environment and maintain its competitiveness in the long run by putting these advice into practice.
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