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[bookmark: _shuu08umti2m][bookmark: _Toc172646283]1. Introduction
In term of evaluating economic growth, inflation, currency rates, interest rates, and unemployment rates, a PESTEL analysis also includes external factors. A component of the process is understanding how these economic indicators could influence market conditions, company investment, and consumer purchasing (Soares et al. 2023). To understand the PESTLE analysis and the impact of its factor on business, this essay has been developed by analysis of Tesco company. Tesco PLC is the leading “grocery retailer” in the “UK”, with a market share of more than 27% (Bedford, 2024). Tesco, one of the conventional "big four" supermarkets that includes “Asda”, “Sainsbury's”, and “Morrisons”, has kept its top rank despite intense supermarket competition in the UK driven on by out the pandemic and times with high inflation (Bedford, 2024). 
[bookmark: _b1kx0ci8ujtt][bookmark: _Toc172646284]2. Main Discussions 
Political Factor
Political factors are outside constraints that affect a company's area of operation and are related to governmental acts and political circumstances (Sun et al. 2024). Political instability poses a significant risk of investor confidence dwindling (Djalilov and Hartwell, 2024). 
Government regulations
Keep up with newly passed legislation for the UK, Scotland, Wales, and Northern Ireland with the free subscription feeds (Legislation.gov.uk, 2024). Alternatively, you can browse UK legislation by publication date. The “UK Parliament” website has a list of all the bills that are currently being discussed under the Parliamentary Business, Bills & Legislation category (Legislation.gov.uk, 2024). They will be published on this site once they have received Royal Assent. Tesco is positively impacted by UK government regulations found on Legislation.gov.uk and in the “UK Parliament” (Tesco PLC, 2024a). However, strict environmental protection regulations and data protection compliance regulations can make things more difficult and expensive (Tesco PLC, 2024a). For instance, new environmental regulations could make environmental compliance more expensive, which will have an effect on profitability while also increasing corporate responsibility and environmental compliance.
Political Stability
The Democratic Unionist Party (DUP) helped May lead a minority administration despite the fact that her party was still the largest. May was never politically powerful again, and Boris Johnson's Brexit deal was precarious (Statista, 2024a). In 2019, Parliament rejected May's Brexit deal on which she had spent months negotiating with the EU on three separate occasions, leading to her resignation (Statista, 2024a). As the new prime minister that December, Boris Johnson replaced May.
Political instability under Theresa May's leadership and the tense Brexit negotiations between Boris Johnson and Tesco both added to uncertainty (BBC News, 2020). After May's Brexit plans were thrice rejected, John Johnson assumed leadership. Even so, John Allan, Chairman of Tesco, said that any food price rises caused by Brexit would be small, between 3 and 5 per cent, because of the deal that was eventually reached (BBC News, 2020).
Economic
Economic factors, including unemployment, currency rates, inflation, wages, and supply and demand, affect how firms make money and increase efficiency (Toshalieva, 2023). Inflation could raise consumer prices, which could increase business costs. This can make it difficult for firms to compete and reduce profitability (Popoola et al. 2024). Exchange Rate Risk affects business operations and profitability. 
Inflation Rate
In June 2024, the UK's inflation rate stayed at 2%, unchanged from the previous month when it fell to its lowest level from “July 2021” (Statista, 2024b). Since “September 2022” through March 2023, the UK saw seven months of “inflation” in the double digits, reaching an 11.1% peak in October 2022 (Statista, 2024b). Profits at Tesco reached £2.83 billion, a rise of more than £300 million over the previous year, as the largest supermarket company in the UK claimed to have decreased prices (Yahoo! News, 2024) [Refer to Appendix 1]. 
Higher product value and quality, according to Tesco, led to an increase in customers. Both sales and profit for Tesco climbed last year, with the former reaching over £2.83 billion and the latter surpassing £2. 5 billion (Yahoo! News, 2024). Most of the year had inflation rates above 5%, which meant that prices across the board, especially for food, became more costly (Yahoo! News, 2024). Food prices in particular, surged since food inflation was faster than overall inflation and maintained double digits for the bulk of 2023 (Yahoo! News, 2024). The rate or price increases that have hurt customers, particularly since the invasion of Ukraine, have "lessened substantially," according to Tesco's Chief Executive Ken Murphy.
Exchange Rate 
The “GBP/USD” “exchange rate” reached its lowest level ever as the “UK government” announced early plans to reduce “inflation”. Prices did increase once more after these plans were swiftly withdrawn. As of July 21, 2024, one “pound” was valued at around 1.29 dollars (Best, 2024).
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Figure 1: “British pound sterling (GBP) to U.S. dollar (USD) exchange rate from September 20, 2020 to July 21, 2024”
(Source: Best, 2024)
With exchange rates out of the picture, Tesco had a 7.2% increase in sales to £61.5bn in 2017 (Lawson-Johns, 2024). Increased volumes helped performance in the UK retail market, offsetting the impact of lower inflation (Lawson-Johns, 2024). “Revenue” was lower than the market had expected since lower fuel prices had an influence on overall sales.
Sociological
In the end, company decisions, strategies, opportunities, and problems are shaped by the social environment decision rate factors, which influence important stakeholders like employees and customers (Kraus et al. 2023).
Leading factors Demographic trend influencing food intake include health concerns. A significant influence on a person's quality of life is what and how much they consume. Consumers regularly alter their diets to maintain and improve their health (Wunsch, 2024). They consume more healthy food and less unhealthy food items and products. Over 60 per cent of poll respondents in the United Kingdom stated they ate healthily (Wunsch, 2024). 
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Figure 2: The ranking position as per ATNI
(Source:  Askew, 2022)
ATNI assessed 11 retailers; however, nine shared additional data during the study and are included in this Index (Askew, 2022). The researchers concluded that UK retailers value healthier eating. Rated retailers indicate a 'vast gap' in performance. Tesco has a score of 5 out of 10 (Askew, 2022). Tesco in response to a shareholder resolution with Share Action, they are committed to increasing sales of “healthier food products” from 58% to 65% of all sales by 2025 (Askew, 2022).
Technological
Technological innovations in processes can increase productivity, lower costs, and increase profit margins (Wang et al. 2023). The effects of six technology fields on the UK industry, consumers, food safety, and regulatory framework were examined (Food Standards Agency, 2024). One of these fields is "Food Production and Processing". When it comes to digitally transforming its operations, Tesco Plc (Tesco) is using disruptive technologies like cloud computing, artificial intelligence, and big data (Global Data, 2023). In 2023, Tesco was expected to spend $1.9 billion on ICT on an annual basis (Global Data, 2023).
Legal
The legal environment consists of laws, rules, and regulations that have been enacted by the government and have a significant impact on various business components (Usman, 2023. Food Business Operator (FBO) UK address must be included on all pre-packaged foods sold in the UK as of January 1, 2024 (Osborne Clarke, 2024). An address in the “EU” or “Northern Ireland” is no longer acceptable for “FBOs” when they are not located in the UK. 
In the publications provided by the UK's Food Standards Agency, businesses in the food industry can discover information regarding the regulatory standards for food and packaging. The judicial review challenge that supermarket giant Tesco lost concerned the question of whether it was unlawful for a store to sell products after their "use by" date was labelled (Local Government Lawyer, 2020). Based on the last line of “Article 24” of the “Food Information Regulation”, the prosecution presupposes that food that is past its use-by date is "unsafe" food (Local Government Lawyer, 2020). 
Environmental
The term "environmental impact" in the context of business refers to the effects that a company's activities, products, and practices have on the environment, such as resource use, pollutant emissions, and climate change (Yenugula et al. 2024). The November-passed Environment Act 2021 places restrictions on food retailers' costs and has ramifications for rate collection (Alfie, 2024). Efficient electronic waste tracking and control of hazardous waste are two areas where this Act emphasises environmental responsibility. 
Changes to retailers' waste management practices are necessary to meet the increasing criteria. Tesco recycles both cardboard and waste plastic (Tesco PLC, 2024b). Before being transferred for final processing, plastic from their stores and distribution facilities is sorted and bailed by kind. Since 80 percent of the plastic in their distribution bags for life is made from their own waste material, the vast majority of the “shrink wrap” they use in distribution ultimately becomes their bags for life (Tesco PLC, 2024b) [Refer to Appendix 2]. 
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A PESTLE analysis of Tesco PLC shows several key points. Political regulations and political instability, particularly Brexit, have an effect on Tesco. Economic variables like inflation and exchange rates have a significant impact on Tesco's profitability and pricing strategies. Sociologically speaking, consumer preferences for healthier foods are influenced by health worries, which has an effect on the products that Tesco sells. Tesco's business runs better with the help of new technologies like AI and cloud computing. Legally speaking, it is crucial to follow all applicable food safety and packaging regulations. Tesco works on waste reduction and recycling in line with the Environment Act of 2021 to improve sustainability.
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Appendix 1: Inflation rate of the UK
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Figure 3: “Inflation rate for the Consumer Price Index (CPI) in the United Kingdom from January 1989 to June 2024”
(Source: Statista, 2024b)


Appendix 2: Total waste figures for Tesco UK operations
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Figure 4: “Total waste figures for Tesco UK operations”
(Source: Tesco PLC, 2024b)
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