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[bookmark: _Toc120976377][bookmark: _Toc121320243]Introduction
Environmental market analysis is one of the crucial factors of strategic analysis that identifies the internal and external factors of an organisation that positively or negatively affects the work performances and productivity of the employees in the organisation. Internal factors include the strengths and weaknesses of the industry, while external components are the opportunities and threats that occurred outside the organisation. Environmental analysis is important to improve the strategic plan of an organisation by identifying the issues and threats and implementing effective strategies and marketing plans as well. Analysis of external and internal factor is useful to find the factors that may impact the growth and profitability of their business. This analysis will be helpful to understand the opportunities and threats factors of their business which leads to the future growth of the organisation. The study aims to find out the external and internal factors through environmental marketing analysis that influence the marketing of Tesco. 
[bookmark: _Toc121320244]External Influencing Factors
	Factors
	Description
	Impact

	Political
	· Many factors associated with stable government include the “rule of law”, “less corruption”, and “effective government policies”. Successful government performs these factors well to maintain stability (Shaw, 2022).
· With a strong economy, the UK possesses a permanent position in the UN that has a significant impact on the political, economic, social, cultural, military and scientific issues faced globally.
· The strong relationship between the UK and the USA helps in reflecting democratic ideals and values, which are supported by an understanding on the political, security, and economic issues (state.gov, 2022).
	Favourable

	Economical
	· GDP has fallen nearly 0.6% in September 2022 after growth of 0.1% in August (gov.uk, 2021) but GNI has increased 13.94% in 2021 from 2020 (macrotrends, 2022).
· Diverse economy in the UK tends to support all businesses to grow and earn more profit (Shaw, 2022).
· The highest inflation rate was noted in October as 11.1% since October 1981 (trading economics, 2022).
· Reducing the tax rate invites more investors, hence, the tax rate was announced to reduce 18% by end of 2020 (CNBC, 2022).
	Favourable

	Social 
	· The unemployment rate decreased by 0.2% for July to September 2022, while the number of self-employed workers has increased (gov.uk, 2022).
· Growing health care and education system in the UK has a significant benefit on the social factors that influence business and the economy. 
· CPI has increased by 11.1% from 10.1% in September 2022 (gov.uk, 2022). 
	Unfavourable

	Technological
	· The UK has several leading research and development institutes which are continuously working on developing new technologies to support their business and economy as well.
· The economy of the UK is very much beneficial for entrepreneurs and their invention and development strategies positively contribute to the economy.
	Favourable

	Legal 
	· Organisations in the UK follow the law of Employment Act 1996, which provides various benefits to the employees including “sick pay, minimum wage, holiday pay, maternity or paternity leave” which leads to employee satisfaction. Employee satisfaction is one of the crucial components of business growth as it leads to effective productivity from the workers. 
	

	Environmental 
	· The UK has focused on sustainable development to minimise environmental challenges and issues. 
· Various technologies are adopted in the UK to reduce food waste and should use the food waste composition model and land use changes model to mitigate the problem furthermore (Tonini, et al. 2018).
	Favourable


Table 1: PESTLE Analysis of UK
(Source: Self-developed)
[bookmark: _Toc121320245]Competitor’s Analysis using Porter’s five forces model
Competitor analysis of a company helps to find out the external problems of the company specifically in the market (Mubeen et al., 2022). This analysis helps to identify the effectiveness of the marketing strategies and the unserved gaps of the company in the market.  
	Factors
	Significance 
	Impact

	Threats of new entries
	1. It is difficult for new entrants to establish a giant business as Tesco have already built
2. Existing other big businesses in this industry can come up with their own economic scale
	 Low

	Bargaining power of buyers 
	1. There are multiple companies operating in the same sector, hence there is a chance that the customers can shift to other companies 
2. Contradictorily, Tesco provides good products in a low price, customers barely shift to other stores for purchasing their products 
	Medium 



	Bargaining power of suppliers
	1. Supplier have less bargaining power when it comes to the products offered by Tesco
2. Retailer companies can choose products with good quality in low price from any suppliers operating in market 
	Low


	Threats of substitutes
	1. As Tesco provides products of basic needs of human beings, the range of substitution is moderate 
	Moderate

	Industry rivalry
	1. There are many competitors of Tesco in the market such as Walmart, Carrefour, Sainsbury’s and others 
2. The tactics implemented by Tesco will always replicated by the competitors in the market
	High


Table 2: Porter’s Five Factor Model
(Source: Self-developed)
The above Porter’s five factors analysis of Tesco helps to find out the various elements of external factors and its impact on the competitive environment of Tesco. Tesco is one of the leading grocery retailer stores in the UK and its business has expanded across the world. As a leading brand in the international market, there are many competitors of the company. The firm already has a robust amount of competitors in the market; however, new entrants in the market will face various issues while capturing such a giant market share as Tesco. Tesco is holding 41.5% market share together with Sainsbury’s as of 2022 (Bedford, 2022). 
[image: ]
Figure 1: Market share of grocery stores in the UK 2017 - 2022
(Source: Bedford, 2022) 
There are many other companies in the market which provide the same products as Tesco, but because of the low cost strategy of Tesco, the shifting level of customers to other companies is moderate. Retailers can choose any products in a low range with good quality as Tesco provides, which lowers the bargaining power of suppliers. A big retailer company, Tesco, has many rival companies such as Walmart, Sainsbury’s and others which provide the same products with the same price range as Tesco. In this regard, the price wars between these companies through advertisements and campaigns however, increase the threat level higher in industry rivalry.
[bookmark: _Toc120976378][bookmark: _Toc121320246]Analysis of the internal environment of organisation
	Strengths
	Weaknesses

	· Leading grocery retailer in the world and number 1 supermarket in the UK.
· Market shares are higher than any other supermarkets in the UK.
· Tesco has 4673 stores in 14 countries.
· Tesco has launched different forms of stores such as Tesco Homeplus, Tesco Metro, Tesco Express, Tesco Superstores, and others. 
	· Tesco has failed its business in Japan and the US.
· Tesco was charged with fines for selling 67 expired food items. 
· Poor performance in some Tesco stores. 
· The low-cost strategy of this company is harming its shares in the market. 


	Opportunities 
	Threats  

	· Jack, a new “discount store” of Tesco has shown significant growth in the market.
· Partnering with other reputed companies and brands can offer greater opportunities to Tesco. 
· Expanding its business internationally is profitable for Tesco.
· One hour home delivery app of Tesco "Whoosh" is getting more profits for the company. 
	· The trade deals and cost matters are threats to Tesco.
· Rising competitors in the market can be a threat to Tesco.
· Supply chain issues are threats to Tesco.
· Bad cleaning standards in the stores are another threat to Tesco.


Table 3: SWOT Analysis of Tesco
(Source: Self-developed)
Tesco is one of the leading grocery retailers in the UK and its strength is it has higher market shares than any other supermarket in the UK. Tesco has 4673 stores in 14 countries in the world and the business is expanding every year. It has diversified stores over the world which is the main strength of Tesco. However, the company has its weaknesses also such as the company has failed to build its business in the UN and Japan. It has been charged with fines for selling expired food items which reduced its reputation in the market and has led to negative publicity.
The company is expanding its business internationally by emerging with new countries such as South Korea, Turkey, and Indonesia which is providing new opportunities for the company. The firm is getting new opportunities from the new discount store "Jack" and also from the one-hour home delivery app "Whoosh". Partnering with other renowned companies and brands are getting new opportunities for the company. However, there are threats also as the company is gaining more competitors in the market. Trading deals and low-cost strategies have been identified to be risk factors to the company as well.
[bookmark: _Toc121320247]Advantage disadvantage of using Porter’s Five Factors framework 
Advantage of porter’s five factors: 
· It helps to measure the threats of the company such as new entrants, substitution, bargaining power of customers and suppliers, industrial rivalry which helps to understand the competitions of the market.
· The analysis helps to understand the effectiveness of the three main entities, suppliers, buyers and competitors and provide strategies to handle these entities.
· It shows the threats and the strengths of the company and gives a brief understanding about the opportunities to expand the business in the market. 
Disadvantages:
· Porter’s five factor analysis covers only the external factors that are concentrated on power of suppliers, buyers and customers but not to other technological and internal issues that affect the company.
· This analysis is unable to analyze the other dimensions that are affecting the company and this framework can only analyze about one industry at a time. 
[bookmark: _Toc121320248]Target customers using STP framework  
· Targeting customers using STP (Segmentation, Targeting and Positioning) is very effective as the company focuses on innovative ideas to gain customers attention (Paptsov et al., 2019). 
· Segmentation: The leading multinational retailer business Tesco has more than 3, 45,000 people working in their company (Tesco PLC, 2022). The market segment of the company attracts more customers by commercial advertisements, brochures, flyers and in many other ways.  
· Targeting: Tesco doesn’t differentiate between their customers and target to serve as many customers as they can (Tesco PLC, 2022). Tesco provides good quality products at a convenient price which increases the number of customers and their attraction to the company. 
· Positioning: The main goal of Tesco is to locate the brand in the customer’s mind in large numbers to increase the potential benefits of the company. Tesco has done the job very efficiently as it provides the products in a low range which successfully attracts the customer’s attention (Tesco PLC, 2022). 
· Marketing Strategies using 4Ps of marketing mix 
· Products: Tesco sells foods, electronics, merchandise, furniture and many more other things to their customers at a convenient price (Tesco PLC, 2022).
· Place:  Tesco has 4,752 stores around the world including franchise stores (Bedford, 2022) and the company has established the business in the UK and 11 other countries including Ireland, Slovakia and many others (Tesco PLC, 2022).    
· Promotions: Tesco promotes its business through online platforms, in store promotions and commercial advertisement.
· Price: Tesco follows cost leadership pricing policy which aims to reduce cost purchase through economics scale and pass the advantages of low cost policy to the customers.
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Marketing includes the advertisement, designing of the product, and setting the proper market prices of the products that engage in the success of any industry. A good marketing approach is responsible for having customer engagement, maintaining effective relationships with customers and increasing sales as well (Krizanovaet al. 2019). Effective marketing strategies support the firms to compete with other industries for attaining competitive advantage. In this regard, social media marketing has emerged as most effective aspects of marketing and advertising for business promotion of the companies. 
Tesco is one of the world’s leading multinational grocery retailers that incorporated various marketing strategies for their successful business growth. The aim of the industry is to provide the best quality products and to reduce the cost as much as possible as they give high priority to their consumers. Close and trusted partnerships with their suppliers are one of the key factors of their success as it allows them to source the best quality products for their customers (Tesco plc, 2022). Tesco provides a healthy and safe work environment for their employees for efficient and productive outcomes from them. They enhanced their health and wellness programme to provide the necessary support to their workers. Their team is always working to evaluate feedback from the consumers to meet their customer’s demand which ensures more customer satisfaction. 
Tesco needs to focus on online platforms for marketing rather than traditional approaches such as newspapers, media, and magazines. They should concentrate on the analysis of competitors for achieving better advantages in today’s competitive world (Rosnizamet al, 2020).  During the past two years, the industry is facing challenges due to covid-19 pandemic and “Brexit”. They work collaboratively with the supply base for better partnerships, capability and multi-channel scale to achieve better product availability. Post-purchase behaviour and the quality of their products is responsible for customer attraction towards the organisation. Tesco focuses on sustainability and promised to care for the planet by minimising waste and introducing recyclable packaging as well. They are always ready to listen and serve their customers anywhere and anytime. 
The leading multinational grocery retailer Tesco aims to provide a better service to their customers every day (Tesco PLC, 2022). Understanding its position in the market is very important for every organisation and as a leading retailer organisation; Tesco understands the economic impact of consumers and identifies patterns and trends to serve its best to the company (Tesco Careers, 2022). Marketing is very challenging as it has both positive and negative sides and for an organisation it is very important to implement proper strategies according to the market and should constantly upgrade the plans. Tesco has faced setbacks such as scandals related to accounting and a downward shift in its quality and service (Rozanismet al., 2020).  
Today, social media platforms are one of the highest engaging platforms in the market and the marketing communication team of Tesco is always planning creative and efficient plans every day to increase their business in the market (Tesco Careers, 2022). As there are many competitors of Tesco in the market the company needs to promote its brand in a large circle to gain customers' attention. Sometimes promotions can lead to downgrading the consumer's perception, to hold their position in the market it is very necessary to create efficient plans that can gain customers' attention and their trust in Tesco.       
[bookmark: _Toc120976380][bookmark: _Toc121320250]Recommendation
As a leading grocery retailer in the UK Tesco has a huge responsibility toward its customers. Over a few decades, Tesco has provided good quality food and merchandise at a convenient price for which it has globally increased its supply chain. A third-party sustainability certification scheme is very important for an organisation to identify and select suppliers in the market to prevent the company from fraud (ChknikovaSroufe, 2021). After the business withdrawal from Thailand and Malaysia, it is very evident for Tesco that India is the most important retail destination (Kar et al., 2021). As a growing business, the strategies of Tesco change every day to provide good products to their customers. However, these constant changes in strategies can harm the company's internal environment as well as the external environment (Awadari et al., 2019).  Tesco was the first business that committed that, by 2050 it will reduce emissions to net zero globally (Liberadzki, 2021). 
The committee of Tesco has decided to continuously improve its product quality and also to increase its position in the global market to remain at the top position (Tesco PLC, 2022). The marketing managing team of Tesco should have made more strong strategies to maintain its position in the market. There are many external as well as internal issues of the company but a company like Tesco should focus on these issues to protect its reputation in the market. The management team should be strong and develop good relations with employees and provide a positive work environment to reduce internal issues. External issues should be a high priority as other competitors are there in the market and the company needs to make new efficient technological growth to maintain its position in the market. Tesco is already working on its external and internal issues that are decreasing its position in the market and increasing the attention of its customers and gaining their trust. 
[image: ]
Figure 2: Ansoff Matrix
(Source: Clarissia, 2019)
Ansoff matrix is a two by two framework that is used by management to expand the business and evaluate the growth rate of the company in the market. The concept of Ansoff matrix is divided into 4 different concepts and each concept focuses on a specific growth strategy (Clarissia, 2019). “Market Penetration” is a concept about increasing the sales rate of existing products into existing markets whereas “Market Development” is a concept about selling existing products into new markets. Another concept is “Product Development”  which focuses on introducing new products to the existing market. “Diversification” focuses on introducing new products into the new markets. The leading retailer company Tesco should take the Market Development concept and should introduce their existing products into new markets rather than the existing ones. This growth strategy will help the company to expand their business in more countries across the world as well as it will increase the growth rate of the company.
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This study focuses on the environmental marketing analysis of Tesco, the leading grocery retailer in the UK. The external and internal issues of Tesco that are affecting the market value, has been identified and evaluated through PESTLE, SWOT and Porter’s Five Factors framework. A thorough analysis of the external and internal issues as well as the competitive analysis of Tesco has been shown in this report such as their growth in economic and social ways and their improvement of technological issues, expanding their business internationally, and its positive and negative impact on the company. There are legal issues in the market as well, however, Tesco has faced a lot of problems during its growth in the market but still the company is constantly giving competition the other companies in the market. There are substainability issues in the market but through frameworks the report has shown sustainable strategies to deal with these situations in the market. It is very evident that despite having internal as well as external issues, Tesco is constantly providing their customers with good quality products. 
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