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[bookmark: _Toc148628041]Introduction 
Economic management is quite essential for large businesses, but it is especially crucial for giants like Tesco. Tesco is considered one of the largest retailers in the world. It has over 300,000 employees currently working in the company in over ten countries. Tesco is one of the famous British retailer grocery stores that has headquarters in the UK. This is also one of the most successful retailers that has a profit margin of over 5% (Tesco, 2023). The company, over the year of its operation, has faced several challenges and profitability issues, other issues concerning increasing competition and changing consumer behaviour. This retailer serves millions of consumers each week in stores as well as through online services.
This essay will determine the importance of economic management for Tesco and how Tesco has managed its economic and business operations over the years. This essay will also highlight the fundamental economic theories considering Tesco's business operation and environment. These theories will help in analyzing the critical steps that Tesco needs to consider while making its economic decisions. It will also include several recommendations for Tesco that will help the company in its management to improve its economic performance. 
[bookmark: _Toc148628042]History and Background of Tesco 
Tesco focuses on providing additional services across the Tesco family. This store was founded in 1919 and was started as a market stall in the East End of London. Tesco understands the economic pressure that every individual faces due to increasing expenses in their daily life. Tesco is constantly making efforts to support its customers and work hard to keep prices as affordable as possible while also offering great value to the consumers. Tesco has a significant focus on its customers and has expanded its business in different markets (Tesco Plc, 2022). Tesco started self-service shopping in the UK in 1946, and the first supermarket opened a supermarket in 1958, and the first supermarket was launched in 1968. Tesco is one of the places that is considered for UK customers an affordable place to get food. Tesco’s rapid expansion was reported in the year 1955 when it bought around 19 Bernard’s stores. After immense success, Tesco went online in the year 2000. With time, the number of customers increased, and 20,000,000 customers were reported to visit the site every month (Tesco, 2023). 
The retail landscape in the UK has observed several changes in the past years. The changing retail and grocery market in the UK might impact retail and supermarket operations like Sainsbury, Tesco and others. Several shifts that Tesco has made over time include the expansion of business and the launch of the supermarket in the 20th century. Tesco initiatives the self-service concept and move customer focus from local shops to large convenience stores. Tesco, over the years, expanded its business to more than ten international economies to expand its footprint. With the advent of competitive and discount retailers like Aldi and Lidl, Tesco also started offering affordable items to its customers and adopted strategies to compete effectively with its competitors in the market. More organic and sustainable products were being introduced in Tesco, considering the changing needs and demands of customers. 
[bookmark: _Toc148628043]Tesco’s Economic Impact and Challenges 
Tesco is using various strategies to manage its economic affairs effectively. Tesco, being a giant, has also adopted cutting costs as the primary strategy to manage the economic impact. In recent, Tesco has worked hard to cut costs, such as streamlining its operations, negotiating better deals with suppliers and reducing its energy consumption. Tesco Plc reported to support £53bn in economic value for the UK economy (Tesco, 2023). Tesco is one of the significant contributors to the UK’s economy. It is estimated that Tesco directly supports £9bn in Gross Value Added in the UK economy. Tesco faces a number of challenges in managing its economic affairs.
The largest retailer in the UK, Tesco, does not expect its profits to increase this year because rising prices are making things more complicated for its customers and suppliers. In the past year, their profits dropped by 6.3% (Tesco, 2023). However, despite these challenges, Tesco, with its 27% share of the market, has managed to handle the rising costs better than many other companies. The company has also done this by using their size to get good deals from suppliers and by keeping their prices on essential items in line with what discount store Aldi offers. Moreover, their popular Clubcard loyalty program has helped them keep their customers happy and coming back. Tesco's sales went up by 5.3% to £57.6 billion in the 2022-23 financial year. This increase was mainly because prices in the UK went up a lot, reaching the highest point in 40 years at 11.1% in October (DT Next, 2023). However, even though it sold more, including profits, it took a hit because Tesco had to pay more for things like employee wages, utility bills, and the products they sell. At the same time, customers were looking for better deals due to the higher prices. The CEO acknowledged that it had been a really tough year for many customers, and they also understood that suppliers were facing a lot of challenges. Increasing inflation in the UK puts pressure on the Tesco market (Davey & Sandle, 2023). 
[bookmark: _Toc148628044]Competition 
There are various supermarkets and superstores in the UK. However, the major competitors of Tesco include Morrison, Sainsbury, ASDA, Aldi and Lidl (Gan & Yan, 2023). In recent years, Aldi and Lidl, which are grocery stores, have grown a lot and now compete vigorously with Tesco. There are also small local stores that are becoming more popular because they offer different things based on customer preferences and needs. These local stores are spread out in many places. Among all these, Tesco is the biggest, with about 27% of the market, and its main competitors are Sainsbury's and ASDA, which have 15% and 14.1% of the market (Vyshnavi, 2021). ASDA is known for having lots of stores, including big ones that sell not only groceries but also clothes and furniture. They focus on keeping their prices low and making their stores and online shopping better for customers. Sainsbury's is the second-largest grocery chain in the UK, making less money than Tesco but being big in its own right. They have a lot of stores across the country. Morrison's competes with Tesco by improving its stores and prices. They want to balance how they offer discounts and deals to customers, which is considered an essential part of their strategy (Jefferson, 2021).
[bookmark: _Toc148628045]Profit Maximization of Tesco
Profit maximization theory is defined as the economic theory that focuses on the idea that firms aim to increase their profits. This means that firms will likely produce and sell goods and services till the point where they get revenues from selling unity, which becomes equal to the cost of producing units. Being such a giant, it has also been influenced by profit maximization. Tesco can increase its profits by increasing its revenue and reducing the cost (Sweney, 2022). Profit maximization is about increasing the revenues while reducing the costs. Tesco can consider increasing its sales volumes by selling more items, diversifying its product range and offering more products to customers by attracting new customers (Tesco Plc, 2023). Another strategy that Tesco can think of is increasing its prices. This might lead to a decrease in sales volume if customers are price-sensitive. However, Tesco can consider decreasing its cost of goods sold. Tesco can approach this by making better deals with suppliers by negotiating with them or by reducing its inventory levels.
Reducing operational costs also helps companies streamline their operations. One of the reports has analysed that Tesco has started to cut its suppliers and workforce costs and is more focused on streamlining its operations. One of the cost-cutting major adopted by Tesco was reducing jobs. Around 9000 employees were at risk of losing their jobs while working in Tesco in the year 2019 (Reuters, 2019). According to Tesco’s annual and financial report in 2022, the company has remained customer-focused all the time. It has delivered a robust full-year performance that has noticed group sales increasing 2.5% at the actual rate, and the adjusted operating profit reached £2.8bn. The work that it has been doing in the UK for the last few years shows the company’s success and how it is winning customers from other competitors in the market (Tesco Plc, 2022). Some of the strategies that Tesco has adopted to maximize its profit include cutting costs, offering a competitive pricing strategy to customers, cost control by cutting employees' costs, cutting a number of jobs and making better deals with suppliers. To increase costs, Tesco has worked on business expansion so that it can maintain its competitiveness and get more customers around the world. It has been reported to be investing in new technologies, stores, and ideas that will offer Tesco longer-term cost and profit benefits (Kar, et al., 2021). 
[bookmark: _Toc148628046]Economic Theories 
[bookmark: _Toc148628047]Demand and supply in Tesco 
Supply and demand is a familiar concept that is widely used in the economy and is considered crucial to the operations of companies in the market. Demand, in theory, explains the quality of any products that the customers or buyers require. The quantity refers to the amount of product which people would be willing to buy at a definite price. However, on the other hand, supply can be analysed as the amount of the product the market can offer at a determined price. This is the basic concept of supply and demand (Luther, 2022). The principle of supply and demand influences Tesco’s pricing strategy. Tesco religiously believes in taking care of its customers while also generating profit for the company. When the demand for any product increases, Tesco increases the supply of that particular product and adjusts the price accordingly. However, if the demand for any product decreases, it might lower its prices in order to reduce the burden and pressure on the inventory. Initially, Tesco introduced products in the market using a low and penetrating pricing strategy; however, once the product makes its place in the market and its demand increases, prices are adjusted accordingly. Tesco used a pile it high and sold it a cheap supply chain strategy in order to become a global retailer in the competitive market through its operations in different economies. This transformation of Tesco was reported to be evident in the locations, store formats and product range offered (Fernie & Sparks, 1999). 
[bookmark: _Toc148628048]Price Elasticity of Demand
The elasticity of demand relates to how the demand for a product or service changes in response to alterations in factors that influence consumers' buying choices. It represents the connection between the demand for a particular item and various variables, including price, the presence of substitutes, advertising impact, and consumer income. Tesco must take into account the price elasticity of demand for different products. For instance, essential products like food may exhibit inelastic demand, indicating that consumers will keep purchasing them even if prices increase. Conversely, non-essential items may display more excellent demand elasticity, meaning that consumers are more responsive to price changes (Kupcik, 2022).
[bookmark: _Toc148628049]Market Structure 
An oligopoly is a market structure characterized by a limited number of influential firms where no single firm can fully control the industry. Within an oligopoly, there exist two or more significant players with considerable market impact, allowing them to influence pricing and supply. The primary method for determining whether a market falls into the oligopoly category is by assessing concentration ratios. However, the supermarket industry lies in the oligopoly category (Economics Online, 2020). The UK supermarket industry serves as a notable example of an oligopoly. It is predominantly controlled by Tesco, the foremost supermarket with the highest market share, and followed by ASDA, Sainsbury's, and Morrison’s. These are all together known as the big four. One of the key reasons for considering this supermarket industry or sector as oligopolistic is the strong interdependence that exists among these giants, particularly concerning the provision of unique and specialized products or services.
[bookmark: _Toc148628050]Stakeholders and Their Issues  
Every corporate entity has a set of individuals and entities that can influence its operations and overall existence, whether through direct or indirect means (FERNAND, 2023). These individuals and entities are commonly known as stakeholders. Within Tesco, stakeholders encompass various groups, such as its employees, known as colleagues, shareholders, the company's board, customers, suppliers, pressure groups, the communities in which Tesco operates, and the respective governments of the countries where Tesco has a presence. In the business context, stakeholders refer to individuals, groups, or organizations that can be affected by the outcomes of a project or any other business activity. These groups or individuals may or may not have a direct vested interest in the business. Tesco is working hard towards engaging with its stakeholders both inside and outside the business (Tesco Plc, 2015). Tesco emphasizes driving great value for all stakeholders that are leveraging unique advantages across the Tesco Group to promote its competitiveness and increase its growth (Bhatia, 2023). Pricing is one of the significant concerns that affect the decision and buying behaviour of consumers. In Tesco, consumers are price sensitive, and by reducing the cost, they might consider products of lower quality. One of the issues Tesco faces by lowering the price is the concern of suppliers (Weinbren, 2020).
Everyday prices were set low to afford everyday essentials. Tesco also planned to offer rival discounted prices all year round. Tesco launched the tagline Great Prices Every Day. This shows that it wants to become the discounter on its own. Most of the suppliers criticise Tesco for offering discounts as it impacts dropping their prices (Wood, 2023). However, it was also observed that dropping prices will attract more customers because of the increasing threat of recession to the customers. The cutting-cost strategy aims at reducing the operational cost and impacting the workforce in the company. This shows that Tesco should adopt strategies that are of mutual interest to every stakeholder associated with the giant. The working conditions at Tesco might also influence the staff and employees working in the company (Wood, 2023). 
[bookmark: _Toc148628051]Recommendations and Conclusion 
Tesco is considered one of the largest retailers that has faced several challenges and opportunities in the economic dynamic landscape. Tesco is determined to operate in an oligopolistic market structure, which requires careful management of pricing and supply chain, as it is essential to consider the price elasticity of demand for Tesco’s various products and offerings. Tesco does not focus on only getting profit but it has emphasized its impact on stakeholders, society and the broader environment and economy. The key stakeholders of the company discussed above have several concerns about the pricing strategy that Tesco offer to its customers. It is important for Tesco to ensure excellent stakeholder engagement and should actively engage with them to get broader profit benefits that will help the company contribute most to the country’s economy. Better stakeholder engagement will allow the company to make informed decisions that will benefit all the parties involved in the long run. Another recommendation is that Tesco should consider a pricing strategy that should be dynamic and cater to the needs of price-sensitive customers while also considering its impact on suppliers and the broader market. The operational cost that Tesco is cutting through cutting jobs is not one of the ethical practices. It is recommended that supply chain optimization is required to reduce the operational cost and it should ensure the efficient delivery of products to people according to their changing demands and needs. 
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