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[bookmark: _Toc415261428]Executive Summary

This report conducts research about Tesco supermarket and how the business has grown over the years. Part of the report present different strategies and approaches used to make the business grow and analyses the threat and weaknesses of the business. The report also consists of evaluating shareholders and stakeholder of the business.  PESTEL analysis will be conducted to discuss the Technology, economical and social factors that are affecting the business performance and operation. Finally, suggest some business options that Tesco can adopt in order to resolve its problem.
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Around 100 years ago, Jack Cohen bought a land at Angel road in London to build a warehouse and a new headquarters. This was a new concept and a new warehouse to be built in the area. It brought a lot of satisfaction among customers. In 1925, he created Tesco brand name from Tea supplier Stockwell In 1937 and the shop expanded around London and the suburbs. One year later, Jack Cohen decided to start a new self-service after visiting North America. St Albans in Hertfordshire was among the first shop to be opened despite many people contesting the idea. Tesco introduced green shield stamps in 1960 to help lower prices throughout homes by selling household goods and clothes. Over the next 5 years, 500 new stores were purchased and in 1979 Jack Cohen passed away. Despite the sudden death, Tesco continued to expand and In 1985 Tesco launched it own brand healthy range food and is the first in the UK to introduce it healthy own brand products at affordable price. In 1990, Tesco helps local schools to get free computer equipment and in 2000 Tesco.com was launched attracting many customers to visit the shop online and buy products. 10 years later, club card was launched offering 150 millions pound investment to customers to double up their points. (Tesco. 2019)

[bookmark: _Toc415261430] PORTFOLIO

Tesco aim is to offer customers with great tasting product at low prices. Tesco works continuously hard to reduce salt, sugar, fat and calories in their products. In fact they were the first retailer to reduce sugar in own brand drinks. Since 1985, Tesco has had a long history of putting clear nutritional label on food and has been the UK retailer to do so.  Tesco also encourages children to eat healthy by offering free fruits. (tescoplc. 2016)
Currently the supermarket owns a clothing chain (F&F clothing brand), home ware and household essential. The clothing brand was established in 2001 and has made a real impact internationally by delivering great quality clothing at affordable prices. Currently there are 2100 stores globally. (Tesco. 2019)
Tesco has worked with a creative agency Bartle Boggle H. for the print campaign, which is also working with different UK newspapers today. Today there are almost 7000 stores worldwide owned by the company. In 2019, Tesco is celebrating it 100 years with a short film. Josh B (2019)
Despite having competitors such as Aldi, Lidl, Sainsbury and Asda, The retail has been operating efficiently and analyst Kantar world panel has suggested early signs of recovery. Tesco has also faced some rent issues; it still owns less than half it British retailing space, even after taking control of 21 superstores. This issue is more likely to weight on the effort of the chief executive. In 2015, Tesco as previously announced for the first time that 70 per cent of it freehold, was not own by the chain. 

[bookmark: _Toc415261431]TESCO PROBLEMS

Jack Cohen early mission was to ‘put affordable food in the reach of everybody’. To do so, Jack had to buy more land to expand the business during 1930’s. Tesco introduced first self-service stores during 1940 and 1950’s and in 1956. The company had to develop many strategies in order to keep the business expanding this include having strong alternative business such as Tesco finance, Telecom and Tesco.
Business case study.com reveals that in May 2011, Tesco invested £1 Billion capital and revenue in order to improve the shopping trip of customers. Tesco set out specific strategies to achieve high goals and bring customers satisfaction. These elements consist of:
[bookmark: _Toc415261432] Create high valued brands: 

This includes developing it own label such as F&F at Tesco and provides customers with high quality fashion at affordable prices.
[bookmark: _Toc415261433]To grow in the UK: 

Overs 2 years, Tesco plan is to increase staffs’ numbers by 20.000 as well as Promoting people and renovating existing stores. Tesco always want customers to feel respected and more valued.
[bookmark: _Toc415261434]To be an outstanding international retailer in store and online:

This strategy consists of opening up to fifty new F&F stores over the 5 years in different part of the worlds such as Georgia, Armenia, Saudi Arabia and Kazakhstan. In 2012, Tesco had a generate profit of 30%.
[bookmark: _Toc415261435]To put responsibilities to the communities:

In 2011, Tesco made responsibility to the community rather than just be part of it. This is to demonstrate big ambitions. (businesscasestudy.com 2019)

However, Tesco has failed to keep all the commitments and is facing many problems. The chain seems to have many contenders and this is causing major threat to the business.  It is falling behind with management from its stores in a move that puts up to 1,700 jobs are at risk, in the latest effort by the UK’s largest supermarket chain to cut costs by £1.5bn. The company said it will dismiss employees and managers who were in charge of recruitment and other personnel issues, compliance managers, responsible for health and safety, and customer experience managers, who oversee service in 226 of Tesco’s largest stores. Their roles will be shifted to 900 new roles, which will handle issues such as human resources across different stores and in Tesco’s distribution network. The guardian also report that recently the company decided to cut 1200 head office jobs. In Cardiff alone there were 1100 jobs loss. (Sarah B.2018) 

Tesco has been constantly reviewing the club card to make sure it offers the best possible range to customers. It has launched a new fast card voucher scheme to allow customers cash out their vouchers without waiting for 3 months like before.  In January, Tesco revealed that 57 brands would leave the scheme, including Red driving school, Viking River Cruises, Halfords, RSPB, and Fig leaves. (decisionmarketing. co.uk 2019)
In order to win back it customers from LIDL and ALDI, the retail decided to launch a new shop named Jack (named after the founder Jack Cohen). The guardian announced last year that the shop would be the cheapest in town with full service market and predominately fresh produce from Britain. Jack only stores 26000 products compare to Tesco, which is double the amount. (Sarah B. and Zoe w. 2018)
[bookmark: _Toc415261436]Impact of the current problems Tesco faces

Over the years Tesco has faced many problem with leadership. In fact, Tesco former executive sir Terry Leahy complains that there has been a bad leadership under his succession saying: “People have tried everything they could but the responsibility falls on the shoulders of the CEO who couldn’t assume his responsibilities.” He said that Tesco has lost it credibility by lowering product prices. Sir Terry also told BBC panorama that during the recession, all the supermarkets seems to struggle but this seems to have hit Tesco the hardest (bbc.2017)
On his recent interview, CEO Dave Lewis admit that Tesco has lost 250 millions last year but fail to disclose the principal causes. (youtube video.com) 
Tesco has also faced some issues concerning it high prices. LIDL and ALDI have become people’s favourite shops to buy product-pushing Tesco to cut prices with an estimated of £200 m. In February 2014, Tesco chief executive Philip Clark announced that Tesco is leading profit margin but has failed at the same time to blast it rival out of the water. (Zoe W.2014). 
The chain reported pre-tax profits of £1.3 bn for a year, up from £145m for last year, as UK like-for-like sales rose 2.2% nearly 6% to 222.4p, valuing the company at £21.7bn.
The supermarket has started to fix the basics by improving stores, ranges and prices. Its Farm Brands range offering cheaper fresh products has been a success. But it has also reduced thousands of jobs to cut costs.
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Image available at: https://www.hl.co.uk/shares/shares-search-results/t/tesco-plc-ordinary-5p
Meanwhile, Brexit could also impact Tesco progress in the future. Tesco CEO said that consumer confidence had already been affected by not being certain of how Tesco is going to cope with this EU relationship, prompting the supermarket to cut prices and expand its range of cheap foods to attract customers in. He also announced that Tesco was debating contingency plans with its suppliers and “if it came to it, the supermarket could take stockpiling of dry goods”, but he continue by saying plans would not “become real” until after the busy Christmas trading period. “It really is still wait and see,” he said. (Sarah B 2018)
[bookmark: _Toc415261437]SWOT and PESTLE analysis

[bookmark: _Toc415261438]Pestle analysis

Pestle is an abbreviation of Political, Economic, Social, Technology, Legal and Environment influencing the company. It is one tool strategy that business uses to evaluate external problems that can affect the progress of a company. (youwriter.com 2019)   Based on this case study, 3 factors are going to be analyse:
[bookmark: _Toc415261439]Economical:  

· Exchange Rate: In 1995, Tesco expand into Europe opens stores in Poland, Ireland, Malaysia and India and many other countries around the world. This could affect the retail finance because the exchange rate varies according to countries. Pound rate is falling. 
· Cost cutting: Tesco is on the verge of losing it customers due to low price competition at LIDL and ALDI. This could affect the financial aspect of the business.
· Saving account: Tesco has encountered a lot of competition as it interest is higher compare to other banks. Banks such as RBS and Halifax have better interest rates. Bonus rates could drop drastically has Tesco only offers 12 months bonus rates.(finder.com 2019)
[bookmark: _Toc415261440]Social:

· Self-check out: This has caused unemployment as people are using the machines more often. This contributes to people losing their jobs.
· Tesco products: As there are a lot of competitions businesswise. Tesco should be able to respect the norms and cultures of other countries. If the retail fails to do so, it can have a negative impact on people and lend up losing customers.
[bookmark: _Toc415261441]Technology:  

·  Self-service stores: Tesco developed the first customer’s self-service stores and supermarkets in the UK. Many customers don’t like waiting in long lines. This method is very quick and allows customers to make quick purchase by reducing long queues in the shop and causing less stress on employees.  Self check up also helps the business save financially as it does not need to employ more people. The machines take up less space and it is very helpful for smaller shops where spaces are premium. 
· Online shops:  According to Campaignlive.co.uk (1999) Tesco was the first supermarket to launch online shopping in 1996 and now offers direct services in many stores in the UK. The service allows customers to order various products, compare prices and have it delivered at home. It also eliminates stress on customers.
· Computers of school:  This scheme remains the largest and more popular of all the time. The idea behind this was to encourage more people spend more at Tesco, so that vouchers can be issued in order to provide more computers to schools. (Nils P 2005). Encouraging schools to have computers is very crucial as it allows children to develop computer skills at an early age and gives them many advantages in the society. (The guardian.com2005) 
[bookmark: _Toc415261442]SWOT ANALYSIS:

SWOT is a strategy that many businesses have developed to identify the internal and external factors that can impact the business. It stands for Strength, Weaknesses, Opportunity and Threat.
[bookmark: _Toc415261443]STRENGHT: 

1. The retail is well known and has a very long-standing history. This insinuates that the company has many chances to keep operating in the future.
2. The retail has improved the use of technology over years.
3. Tesco was the first store to open self-service this is an opportunity to reduce long waiting queue and allow customers to be more quicker and shopping and offers an opportunity for Tesco to more products.
4.  Tesco sells household goods at lower prices compare to traditional competitors. 
5. In the 1970’s, Tesco opened up petrol garages by offering lower prices to the customers. This contributes to the business improvement financially and attracts new customers due to the low price.
6. Tesco offers ‘Green Shield Stamp’ for every £1 spent at the checkout. By 1995, Tesco has also launched their loyalty club card attracting 5 millions new customers. Between 1993-1995, Tesco had brought 1.3 millions customers due to the new strap line of ‘every little helps’; this gives Tesco more credibility and gain more customers economically.
7. Tesco has financial services in the market offering savings account. This could contribute to the economic factor of the retail.
WEAKNESSES: 

1. Tesco is on the verge of losing its market leadership position due to the customers shopping at LIDL and ALDI; this indicates that the prices are still higher in Tesco compare to other shops.
2. Tesco is embarking on a new ‘cost cutting’ strategy in order to keep its customers. This could lead to reduced profit margins .The company could end up to producing low quality products and not match customers’ expectation or even lose customers at the same time.
         3. Tesco re-launching club card without announcing to customers could result in customers looking   confused and furious. 
[bookmark: _Toc415261444]OPPORTUNITY

1. Tesco has recently launched their online shopping site; this is a great opportunity for people to buy all over the world.
2. In 1995, Tesco expand into Europe with stores opening in Poland, Ireland, Malaysia and India. This is great opportunity for the retail as it going to attract more customers from different background and be profitable for the company.
3. The fact that Tesco launches ‘Jack’s ‘in 2018, a new store which as shown much progress could lead the retail expansion and great competition compare to other shops.
[bookmark: _Toc415261445]THREAT:

1. Brexit put Tesco under threat because foods production suppliers from Europe could cause an issue and bring the CEO under pressure. ‘Opportunity to build up supplies of fresh produce will be very limited’ says Tesco chief executive Dave L. The retail is under pressure and not ready for Brexit. (Ben C. 2018)   
2. Tesco faces competition from other supermarket since 1960 such as ALDI, LIDL and ASDA because their Products are much cheaper. This could lead to the shop closing down and be in chaos.  
[bookmark: _Toc415261446]Stakeholder analysis/ interest matrix

Stakeholder analysis is a process of systematically assembling and analysing important information to find out whose interests should be taken into account when developing and/or applying a policy or program.  Representatives and managers usually use this analysis to identity the key players and to assess their knowledge, interests, positions, alliances, and importance related to the policy. This allows them and managers to interact more efficiently with key stakeholders and to increase support for the business.           (Kammi S. 2009)
Tesco as a well know supermarket has many stakeholders this include:  Chief executive, employers, employees, suppliers, the local community, customers, financers, accountants, partners, chairman, investors and competitors.
Tesco also have primary and secondary stakeholders. 
Primary stakeholders (primary) include Owners, managers and employees and investors, shareholders, staffs and the government. These individuals can be hold responsible for the failure of the business as they play a significant roles within the organisation and are keys to the success of the business. On the other hand, secondary stakeholders (secondary) play an indirect role to the business because they can be affected if things go wrong. This includes: the society, customers, and competitors.   
Mendelow Matrix:                                                          
	Minimal effort
BBC.com
General public
	Keep informed
Customers
Employees

	Keep satisfied
Government
Media
Suppliers
	Key players
Managers
CEO
Shareholder


                      Low


                     


                       High

                   




Based on these analyses, the main issues faced by Tesco are:
Tesco is facing many issues about the leadership. The CEO has been reported of not being competent and their prices are high compare to other shops.
Brexit is one of the retail concerns as suppliers are in the EU. 
There is a lot of competition facing Tesco. LIDL and ALDI are causing a big threat to retail, as their prices are low.
[bookmark: _Toc415261447]Problem solution

After doing the report. There have been some issues within the organisation. This issues can be resolved if these factors are put into consideration: 
Change suppliers:  Tesco should change suppliers as this is causing concern for Brexit. Changing could also help with price issues.
Reduce shops number:  As mentioned above, over the years Tesco has been over ambitious with the expansion of many shops around the world (around 7000) The retail should try to reduce shops in order to make more profits. (Statista.com 2018)
Change CEO:  The CEO has not been able to manage the retail properly. Since he started there has been a decrease on annual profits as explain above. This is causing major concern to the business.
Open more jacks:  Tesco should launch more Jacks. These shops purpose is to tackle the significant threat posed by German rivals ALDI and LIDL and the main idea is to sell goods quality products at lower prices. (Dearbail.J 2018)

[bookmark: _Toc415261448]5 WHYS

 Why is Tesco losing customers?   Because there is a lot of competition in the market=

Because prices are high= because Tesco products are high quality= because Tesco

Needs to keep good standard= not lose credibility.
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         Shops                                     price      

High Competition
High Price




Why is Tesco losing customers?



Low income customers
High quality


		

   
      Products                                      Finance         

[bookmark: _Toc415261450]CONCLUSION

Overall, Tesco has been a great brand and over the years the Retail have been through ups and down but managed to survive and keep it reputation. Although Tesco has faced many challenges and many rivals, The chain continues to finds ways to improve by introducing technology, club cards, green shield stamps, petrol station and banks in order to succeed. The best approach to take for a business success is to find the root cause of the problem and tackle them in a tactical way in order to be able to identify the weaknesses and threat of the business and make the business successful to match customer’s expectation. 

	

	Grace Kindembe 1809717	
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