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Executive summary 
The strategies of an organisation get influenced a lot due to several factors from the internal and external business environment. Tesco is one of the most prominent retailers in the UK market. The covid-19 pandemic caused great disruptions in the business operations of the company and impacted its strategies including the ones adopted for marketing. The report has discussed the various internal factors of Tesco including its organisational structures that are shaping the business operations of the company. The report has also discussed the various impacts of Covid-
19 on the business and how it affected its revenue and other sectors of function. 	 
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[bookmark: _Toc16876]Introduction  
Organisations get affected by several factors from the external and internal business environment. These impacts several strategies of the organisations including the ones adopted for marketing purposes. The covid-19 pandemic impacted businesses in several ways and greatly influenced their strategies across several segments. Tesco is a retail company based in Hertfordshire, England. The organization was founded in the year 1919 by Jack Cohen. In the year 2021, it made its operations with 326218 employees and generated a revenue of 56.4 billion GBP in the United Kingdom 
(Statista, 2022i). This study will undertake an internal and external analysis of Tesco and will go 
through the impact of the covid-19 pandemic upon the organisation.  	 

[bookmark: _Toc16877]Internal analysis of Tesco  
To conduct the internal analysis of TESCO, the report will use SWOT analysis and the McKinsey 7S model to briefly understand the internal environment of the organisation.  
SWOT Analysis 
Strengths 
 The largest supermarket chain in the UK: Tesco is the biggest supermarket chain store in the UK, with its annual revenue reaching an amount larger than its competitors at a value of £57.8 billion in FY21.Tesco is also holding around 29.7% market share, which is the largest in the grocery retail market in the UK. Tesco also is the customer's most popular supermarket in Ireland (Business Wire, 2020).  
Geographically diverse and growing: Tesco has increased the number of stores from 3751 in 2008 to 4673 in 2021. This growing number of stores and the presence in multiple countries is helping the company to grow and diversify into different markets capturing a huge market share in Asia too, along with North America and Europe(Business Wire, 2020). 
Diversification of stores and product range: Tesco has launched different types of stores under its brand name. These diversified divisions are to serve a particular market segment and its customers. These diversified stores include Tesco Homeplus, Tesco Metro, One stop, Tesco Superstores, and Tesco Express. With time the company also diversified its product ranges from retail products to grocery, mobile phone business, financial and telecom services, and cotton-fair while operating in multiple countries(Jelassiand Martínez-López,2020). 
Weaknesses 
Failed operation: Tesco had to leave the US and Japanese markets in 2012, due to its failed export operation in both countries. This cost the company extra expenditure as well as imposed a negative impact on the same.  
Decreasing profits: The company reported a false accounting declaration in 2017, and was charged heavily for the same, after which the company's profits fell by 21.3% or £1.7 billion in 2021. The share price of the company also fell by 8% in the first quarter of 2022(Business Wire, 2020). 
Exiting global markets: In 2020, the company retreated from its global operations as the global expansion of the company was poorly planned. Tesco sold its operations in China, Thailand, and Malaysia and is now only operating in Europe. 
Opportunities  
Expanding Jack:Tesco recently Jacks, a discount store which showed good growth in the marketplace. The company should focus on Jacks, as it has significant opportunities for growth, and can be rivalled by businesses like Aldi and Lidl.  
Strategic alliances and joint ventures: The company partner up with other businesses to deliver service in other range of products and its market dominance. Also, the company can use the structure of joint ventures to expand its operations out of the European region, this time through strategical planning and implementation(Jelassiand Martínez-López,2020). 
Use of technology for increasing customer experience: Tesco can also use advanced technologies and implement them in their stores. For instance, the company can introduce cash-less transactions and self-check-out facilities.  
Threats 
The Brexit Movement: The Brexit movement will pose a cost threat for operating business in the EU, with increased tariffs and other norms coming into action.  
Supply chain issues: The company had major product shortages and crunches during the pandemic which pointed out the flaws in its supply chain. This can be a big threat in the future as the competitors of Tesco such as Walmart, and ASDA is growing rapidly and can take over the market position of Tesco (Bénéet al., 2020)  
Negative image due to multiple lawsuits: Over the years the company has faced multiple lawsuits. The most recent one was in 2017 when the company received a legal threat for misleading its customers under the brand name Woodside Farm 
[bookmark: _Toc16878]External analysis of Tesco  
PESTEL analysis of the UK for Tesco 
	Elements 
	Factors 

	Political 
	The UK showcased a political stability index of 0.54 in the year 2019 and 0.47 in 2020, when the covid-19 pandemic emerged (The Global Economy, 2022). This positively impacts the businesses of Tesco in the UK market. Following the positivity in the political factor, the company makes its efforts in investing and expanding its market in the UK.   

	Economic  
	In the year 2021, the GDP of the United Kingdom was recorded at 2.2 trillion GBP with an annual growth rate of 7.5% concerning the pandemic year of 2020 (Statista, 2022j). Considering the size of the economy and the way it is growing, Tesco sees great opportunities to increase its businesses in the UK. The strong GDP opens scope for the company in making great profits in the UK market. 

	Social 
	In the year 2021, the GDP per capita income of the UK was recorded at 32555 GBP (Statista, 2022j). Considering the richness of the UK population, it provides great opportunities for Tesco to make healthy profits in the retail market of the UK.  

	Technological 
	The UK recorded 46.6 million daily internet users with an internet penetration rate of 92.74% in the year 2021 (Statista, 2022k). This growth in the number of internet users was fuelled by the pandemic. This provides great opportunities for the organisation in the areas of digital marketing and increasing its reach through internet platforms. 

	Environmental 
	An environmental act which turned into law in the year 2021 was adopted by the UK government (Client Earth, 2022). This makes the company follow all the norms mentioned in the law in order to make its business operations in the UK.  

	Legal 
	The ‘employment relations act’ and ‘employment rights act’ was enacted by the UK government in 1999 and 1996 respectively 

	
	(Citation, 2022). This makes Tesco follow the rules and regulations in its workplace to carry out its business operations.  


Table 1: PESTEL analysis of the UK for Tesco 
Porter’s five forces analysis on Tesco 
Threats of new entry: Retail businesses exist at various scales in the market (Ryu et al., 2019). It is easy for any aspiring businessperson to enter the industry with small capital to start businesses in the retail market. The threats of new entry are high in the retail industry.  
The threat of substitution: There are several retailers in the UK market. This includes Sainsbury’s, ASDA, Morrisons and many others (Retail Economics, 2022). Customers can easily replace the products and services provided by Tesco with another retailer. This makes the threat of substitution high in the retail industry.  
Bargaining power of suppliers: Tesco has around 2500 suppliers in the UK market (The Grocer, 2019). The company can make its efforts in getting the supplies at their preferred rates from its large base of suppliers and strategic partners. This makes the bargaining power of the suppliers low. 
Bargaining power of buyers: The organisation sets the prices of its products following the price preferences of its customers (Tesco, 2022i). This is aimed at increasing its sales and attracting a large number of customers in the process. Considering the price preferences of the customers, it provides various offers to maximise its sales. The bargaining power of the buyers is high.  
Competitive rivalry: There are large numbers of retailers in the UK market. The potential rivals for Tesco are Sainsbury’s, ASDA, Morrisons and many others (Retail Economics, 2022). Considering the number of competitors present in the market, the competitive rivalry is high in the retail industry and Tesco. 
Marketing strategies of Tesco considering its external business environment 
4Ps of the marketing mix 
Product: The organisation deals in a wide range of products across various segments. This includes food products, household products, products for health and beauty and many others (Tesco, 2022i). The product portfolio of the organisation is created following the competition in the market. Tesco aims at providing a wide range of quality products across various segments to the customers that can help it to address the competition in the market.  
Pricing: The pricing of the products is in the competitive price range (Tesco, 2022i). Tesco sets the prices of the products following the price preferences of its customers. It also helps in developing the product portfolio of the company. This strategy has been adopted by Tesco to increase sales and attract more customers to its stores.  
Promotion: Tesco adopts several strategies for the promotion of its products and services. The internet penetration rate of the UK was recorded at 92.74% in 2021 (Statista, 2022k). This was further fuelled by the pandemic. The company makes its efforts in the areas of digital marketing. It does its promotional activities on social media platforms like Facebook to increase its reach and sales (Tesco Mobile, 2022).  
Place: The company makes its operations with its 4752 stores worldwide (Statista, 2022i). These physical assets of the company are its primary areas of product sales and distribution. Besides this, the organisation also uses digital platforms to sell and distribute its products (Tesco, 2022j). The efforts of the company on its distribution through online channels were fuelled by the pandemic (Rigby, 2022).   
STP model 
Segmentation: Tesco does its segmentation practices based on many areas. This includes geographic segmentation, behavioural segmentation and demographic segmentation. It then allows the company to create strategies to increase its sales across each segment. The process of segmentation also allows the company to create its product portfolio. It allows Tesco to sell a wide range of products following the preferences of its segmented market (Tesco, 2022i). 
Targeting: Targeting is done by the organisation after the process of segmentation. Tesco analyses various segments and identifies its target market that can help it to increase its sales. The company focuses on the products that can help it in meeting the choices and interests of its target customers. This makes the organisation focus on the products and adds them to its portfolio that can help it to increase its sales. 
Positioning: Tesco has a number of potential rivals (Retail Economics, 2022). It is essential for the organisation that sets its products and services apart from the competition and gives the company an advantage in the market. Tesco focuses greatly on the portfolio of its products and its reach in the market. The wide range of products offered by the company gives it an edge against its competitors, which is further pushed by its brand value. This makes the organisation the leading retailer in the UK (Statista, 2022i).  
 
 	 

[bookmark: _Toc16879]Impact of the COVID-19 pandemic on Tesco  
Covid-19 pandemic impacted Tesco in more than one way, from its degrading stock prices to employee shortage, revenue cutdowns, and supply-chain issues. The pandemic caused the company a downfall of $892 million in profits in 2021, which was touched just over $1 billion the previous year (Paul, 2021). According to the company, it was the result of the Covid -19 related costs, along with the added costs of hiring employees for filling the vacancies of the staff affected with the virus or who had to leave jobs due to migration. Tesco hired around 50,000 temporary employees during the pandemic out of which 20,000 have been appointed permanently by the company (Business Standard, 2021). In 2020, when the pandemic started, Tesco reported a rise in sales, as due to the lockdown more food was consumed by people. According to the report, Tesco's sales went up by 7% to $53.4 billion excluding fuel, while online sales even went by 77% to $6.3 billion only in the UK. To meet the increasing demand the company doubles the capacity to deliver products (Business Standard, 2021).  
Along with the Tesco group of companies, Tesco bank made a loss of $155 million, due to the low level of income of people during and after the pandemic. Another $175-200 million loss was predicted for the rest of the year in 2021 (IG, 2022). Although the company is now focused on its online grocery distribution system due to its increasing demand and potential market. Ocado (OCDO) is a company dedicated purely to the online grocery distribution system, due to its single channel operation, the company calls itself the 'world's largest dedicated online grocery retailer'. On the other hand, Tesco has to manage its stores too making it a tough job to compete with the company. M&S another rival of Tesco, recently acquired a 50% stake in Ocado's UK retail business, to increase the market capture in the online retail business and distribution system following the pandemic and its after-effects on the buying behaviour of the consumers (IG, 2022). However, Tesco is still sticking to its previous strategies in order to further develop the business, which resulted in benefits as the stock prices along with customer returns have been immensely positive in the first quarter of 2022. Ken Murphy, the CEO of the company, said that he is happy with the way the strategies have panned out and resulted in a change in Tesco stores(Davey,2020). 
The covid-19 pandemic made the organisation face a huge amount of losses. Tesco saw a fall in its profits margin following the shocks of the pandemic (BBC, 2021). The company made its operations with its large number of stores globally. With the emergence of the pandemic, the lockdown was implemented to avoid the spread of the virus. This lowered the customer traffic in the stores of the company which made its sales come down. The pandemic adversely affected the businesses of Tesco and greatly impacted its profitability. The pre-tax profits fell by 20% due to the pandemic (BBC, 2021). The operational costs of the company kept on rising which impacted the businesses and the way it functioned.  
The covid-19 pandemic made the management of the organisation adopt several measures to modify its existing strategies and add new ones to its business plans. Following the conditions of the pandemic, the organisation increased its focus on the promotion and distribution of the products. The internet penetration of the UK market increased during the pandemic. This was an essential area of consideration for Tesco. The organisation increased its focus on digital marketing so that it can increase its market reach during the pandemic. Tesco already makes efforts in marketing its products digitally (Tesco Mobile, 2022). The pandemic pushed the organisation to increase its efforts in this segment and grow its business. This was also essential in making the customers engage with the brand through digital platforms which were essential to make it perform well in the area of its product distribution. The company faced huge losses during the pandemic which was mainly due to the lockdown. It, therefore, became important for the company that it adopts the appropriate strategies that can make the business grow during the crisis.  
The shocks of the pandemic greatly impacted the distribution strategies of the company. It was essential for the organisation that it follows the plans that can help the business to get stabilised and grow under the conditions of the pandemic. The management of the company put its focus on e-commerce to make the organisation grow even during the lockdown (Rigby, 2022). With the emergence of the covid-19 pandemic, customers increased their usage of digital platforms to buy products and use services. This pushed the organisation to increase its efforts toward e-commerce and increase its operations using online platforms. It was one of the efforts that the organisation made to stabilise itself during the crisis.  
 	 
[bookmark: _Toc16880]Conclusion  
This report evaluates and has conducted the external and internal analysis of Tesco, while briefly describing the various factors that are influencing the business internally and externally. The report conducted a SWOT analysis to determine the internal factors of the organisation and has also used McKinsey's 7P model to demonstrate the different organisational factors shaping the business operations of Tesco. Next, it has analysed the external factors by conducting a PESTEL study and has also highlighted the marketing strategies of the company through various marketing models and theories. Lastly, the report has evaluated the impact of Covid-19 on Tesco and its operations. 
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