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[bookmark: _nfuat9fac7y]Introduction and Company Overview
[bookmark: _5lulv0xfmcv3]Introduction
This report provides a critical strategic analysis of the UK largest supermarket chain, Tesco Plc. It also brings out the history of the firm, its mission and vision statements, operating framework and business model, and the financial performance trends between 2020-2025. The paper also evaluates the effects of the external environmental forces on Tesco by using PESTEL and Five Forces frameworks. The internal resources and capabilities are evaluated based on the value-chain analysis, Resource-Based View and VRIO framework.
The review then examines the competitive positioning of Tesco, its existing business-level and corporate level strategies, then also looks at strategic growth options based on the Ansoff Matrix and BCG Portfolio analysis. A picture of the future is planned with the use of scenario planning and the report carries a conclusion in the form of the recommendations of the strategy concerning the digital innovation, the sustainability purpose, the market expansion and the long-term growth opportunity.
[bookmark: _2gxhnqijxint]Company Background, Mission, Vision & Core Values
Tesco Plc was founded in 1919 by Jack Cohen whose trading career started with a market stall in East London selling groceries. Business expanded very fast and now it is the largest retailer in the UK with a revenue of approximately £69.9 billion and listed as one of the top world supermarket and general merchandise corporations (Tesco PLC, 2025).
[image: ]
Fig:  Tesco Performance highlights 2024-2025
Source: (Tesco Plc, 2025)
The Tesco brand was officially established in 1924 and the first outlet opened in 1931. The firm was listed on the London Stock Exchange in 1947 and is currently a part of the FTSE 100. During a span of more than 100 years, Tesco has greatly expanded its services- it has been diversifying its services beyond food to include non-food retail, financial services and telecom services, as well as wholesale (Tesco PLC, 2024). In recent years, together with diversification, it has also exited less profitable international markets.
Tesco has a mission to innovate its customers a little better every day, as it is determined to maintain the process of constant improvement and customer satisfaction. It has a vision of being the most treasured business to its customers, communities, colleagues and shareholders (Tesco PLC, 2024).
The organisation promotes three guiding principles:
1. Tesco plc always try harder for customers
2. The firm treat people the way they want to be treated
3. Every little help makes a big difference (Tesco PLC, 2025)
My reading led me to understand that these principles shape the organisational culture of Tesco and guide the employee’s behaviour across its operations. These principles reinforce the firm’s long standing concentration on customer service, ethical conduct as well as community contribution. This makes sure Tesco stays competitive while delivering meaningful value to shoppers and stakeholders in a quick changing retail environment. 
After the leadership of Dave Lewis (2014-2020), who concentrated on regaining financial trust and operational rigidity following earlier accounting problems, Tesco changed its approach to its market strategy in its domestic market, selling underperforming overseas operations, and technology investment (FU, 2024). With a new CEO Ken Murphy (since 2020), the business has been focusing on digital modernisation, AI-guided advantages, sustainability management and competitive rates as a response to market thrusters (Wood, 2019).
[bookmark: _1oseoc7xe2ge]Products, Services & Business Model
Tesco has an omnichannel portfolio with a physical store network, e-commerce, wholesale and financial and mobile distribution and financial services (Fu, 2024). The following are its core business segments:
· UK & Republic of Ireland
· Central Europe
· Online Grocery
· Booker Wholesale
· Tesco Bank & Tesco Mobile (Fu, 2024)

These product lines include products that are fresh and packaged food and items that are not food which include clothing (F&F), home and lifestyle, healthcare, beauty products, electronic and seasonal merchandise. Its financial products are savings accounts, credit cards, insurance products and consumer lending, through Tesco Bank, and Tesco Mobile, in joint venture with Virgin Media O2 (Tesco PLC, 2024).
One of the key elements of the Tesco model is vertical integration because low-margin high-volume retailing is supported by effective logistics and powerful data systems (Ansari, 2020). The Tesco Clubcard loyalty ecosystem, being linked to 21 million households in the UK, receives consumer behaviour data and drives personalized pricing (Yawson and Yamoah, 2022). The Clubcard-linked 2023/24 sales amounted to about 78 percent and increased retention and value delivery (Tesco PLC, 2024).
[bookmark: _bxqexntxifk7]Financial Performance: FY2020/21 – FY2024/25
The financial trend of Tesco in the past five years is one that demonstrates great adaptability despite the significant disruptive events that affected the economy in recent times, including Brexit, COVID-19, surges of inflation and changing consumer patterns (Tesco Annual Reports 2020/21–2024/25). The following table indicates a reflection of the Group-level financial performance of Tesco in terms of FY2020/21 to FY2024/25.
	Financial Year
	Revenue (£bn)
	Operating Profit (£bn)
	Net Profit (£bn)
	ROCE (%)
	EPS (p)
	Dividend (p)

	2020/21
	57.9
	1.75
	1.16
	8.3
	12.35
	9.15

	2021/22
	61.3
	2.56
	1.49
	9.4
	15.4
	10.2

	2022/23
	65.8
	2.62
	1.54
	9.8
	15.6
	10.9

	2023/24
	68.2
	2.83
	1.67
	13.2
	17.5
	12.1

	2024/25
	69.9
	2.83
	1.67
	13.2
	17.5
	12.1


Table 1: Tesco Plc Group Financial Performance from 2021 to 2025
(Source: Tesco Annual Reports 2020/21–2024/25)
Revenue increased from £57.9bn to £69.9bn, with a CAGR of about 4.2 which shows steady growth even in a volatile market environment. The operating profit increased at a stronger rate, increasing from £1.75bn to £2.83bn, an increase of over 60%, due to the protection of margin, the management of costs and strong sales (Tesco PLC, 2025).
ROCE improved to 13.2% after 8.3%, auguring higher returns and superior use of capital in the long-run. The shareholder value remained a high priority of Tesco, as it has been practicing progressive dividend payout and a £1.05bn repurchase of shares in 2023/24, which indicates a belief in the long-term financial stability and growth prospects.
The UK & Republic of Ireland division was the largest contributor to the group with sales of approximately 77 percent of the total group with good performance in food retailing and further growth of Booker wholesale footprint. Central Europe had also provided impressive revenue growth aided by better productivity and pricing harmonization.
Tesco sold its core Tesco Bank business to Barclays in late 2024, and now operates on a more light-weight financial services model of insurance, travel money and ATM. This reorganization lowered the capital intensity without dropping reliable streams of cash-flow that supplement the retail base.
[bookmark: _khcif9lht2zt]Strategic Relevance & Key Challenges for 2025
Tesco is still a strategically dominant market leader but 2025 will be the pivotal moment when several external pressures will come together.
1. Cost-of-Living and Price Competition
The absence of affordability pressure has pushed the consumers to shift shopping behaviour to low cost discounters. Although Tesco has retained its lead of 26.8% national share, competitors Aldi (11.1) and Lidl (7.8) are fast growing (Butler, 2022). The loyalty has been reinforced by programs like Clubcard Prices and Aldi Price Match but they also squeeze the pricing margins (Grocery Gazette - Latest Grocery Industry News, 2025).
2. ESG and Sustainability Regulations
Tesco has a goal of operational carbon neutrality in 2035 and complete supply-chain net-zero in 2050. Achievement of these milestones will require a considerable amount of investment in renewable logistics, reduction of packaging and sustainable sourcing, and the positioning of ESG at the centre of strategic planning and not a CSR addition.
3. Labour Transformation and Automation Tension
Automation in the workplace (self-checkout, warehouse digitalisation) improves the efficiency of the work but can lead to deterioration in the relationships with employees and conflicts with unions (VERDIN et al., 2025). According to (Marcolin and Gasparri, 2024), finding a balance between the welfare of the workforce and productivity optimisation will characterise Tesco internal stability in the next several years.
Tesco has a good financial strength, extensive market penetration and operation digitisation capabilities, but it experiences stiff competition, sustainability-driven regulation requirements, and labour redesign. The way in which the firm can react to such challenges will determine the competitiveness in the long run and shareholder value.
[bookmark: _2he3s52y1n17]External Environment Analysis & Competitive Positioning
[bookmark: _ldd2frtnrroi]Porter’s Five Forces Assessment
Tesco lives and trades in one of the most competitive grocery environments in the entire world, which is affected by the digital transformation, economic pressures and changes in consumer value-seeking behaviour (FU, 2024). Five Forces created by Porter are used to analyze the external competitive structure of Tesco.
Intensity of Competitive Rivalry — Very High
The UK supermarket market is saturated, with the six giant companies contributing more than three-quarters of the entire grocery sales.
[image: ]
Fig: UK retail market share by companies 
(Source:  Davey, 2024)
Aldi and Lidl are the discounters that are growing at an alarming rate at the expense of the conventional ones (Butler, 2022). As the above graph shows, the common price-matching contests have intensified competition and diminished differentiation and limited profitability across the industry.
Threat of New Entrants — Low 
Tesco has a scale advantage and a large network of logistics, which pose high barriers (GOV.UK, 2023). But, the threat of entry is softer with the digital channels such as Amazon Fresh, which does not have to invest heavily in the store but competes through convenience and delivery made possible by technology.
Supplier Bargaining Power — Low
Tesco has a very centralised procurement that has been enhanced with the ownership of Booker, the largest food wholesaler in the UK. This provides Tesco with a good bargaining strength and capacity to absorb inflation of food, in comparison with smaller chains. Tesco has an advantage of volume buying, long-term sourcing contracts and vertical integration efficiencies despite the agricultural cost increasing by 4.2% in Q1 2025 (DEFRA, 2025).
Buyer Bargaining Power — High
Consumers are highly price-elastic because of the increase of the cost of living and a decrease in wage growth. The process of changing retailers is not challenging, and so, loyalty is weak. Tesco has retaliated with pricing based on Clubcard, which has affected almost 78% of purchases, which have contributed to keeping customers and controlling the price/value dynamic smarter (Fernandes, 2025).
Threat of Substitutes — Moderate 
Substitute products to the conventional shopping in stores are on the rise:
	Substitute Type
	Impact on Tesco

	Meal-delivery apps & takeaway services
	Replace home cooking & grocery spend

	Convenience minisupermarkets
	Divert small-basket purchases

	Online grocery-only players
	Reduce store footfall


Around 13.1% of the UK food spend is now online grocery (Mintel, 2025), leading Tesco to increase its Whoosh 1-hour delivery and GetGo check-out-free outlets.
[bookmark: _f5heftqwm5tu]Key External Opportunities & Threats
Economic Pressures — Risk
Stagnant disposable income and high inflation are pushing customers to low cost options that are compelling Tesco to balance between volume and protecting the margin.
Labour Cost Escalation — Risk
In April 2025, the UK National Living Wage increased by 6.7% to £12.21/hour raising operating expenses. The decrease in jobs over retail represents the automation of jobs. Employers are also dealing with higher National Insurance contributions. Retail chains have eliminated more than 41,600 jobs in nine months in response to wage inflation and automation (Barnett, 2025)
AI & Digital Evolution — Opportunity
Ocado has a high level of scalability via automation in the case of digital-first competitors. Tesco is making investment in AI forecasting, robotics and smart retail - which are required to be a dominant player (Fish, 2025). In terms of a response, Tesco is investing in AI to improve demand forecasting, robotics in its fulfilment, and frictionless retail in GetGo stores.
Environmental Compliance & ESG — Opportunity and Pressure
Sustainability timelines of Tesco imply increased green investment hastily, reporting and supplier responsibility will be very important in building brand trust.
[bookmark: _iofc9kdcfl41]PESTEL Analysis
Economic Factors
Continuing inflation and stagnant wages are eroding real wages. Tesco must keep pricing competitive in an environment of food inflation at 4.5%, (Price, 2025) which has implications for margins. Economic instability leads to issues in supplier negotiations on input costs, forward expectations, and is also impacting capital investments.
Technological Factors
Tesco's ability to thrive rests on their need for accelerated digital transformation. Digital retail sales accounted for 27% of all retail sales in the UK (ONS, 2024) and thus Tesco has to rapidly scale online sales but more importantly their online platform and logistics. Integration with AI for pricing, stocking and personalising promotions gives Tesco the potential to counter labour cost inflation and provide a better experience for consumers.
Environmental
Packaging waste and carbon reduction regulations are getting stricter. The investments Tesco has made early put it in an advantage over its competitors, however, continuous funding is required.
Tesco is a firm in a dynamic but promising environment. The competitive forces are also fierce, but its size, the data on digital reach and loyalty provides it with an opportunity to develop and innovate before the other competitors. Affordability and digital acceleration as well as long-term sustainability continue to be a key component of Tesco external success.
[bookmark: _cieeart8klib]Resource-Based View (RBV) & VRIO Evaluation
Based on the Resource-Based View, long-term competitive advantage would rely on resources that are valuable, rare and hard to replicate and with appropriate utilization. 
Clubcard Data & Analytics — Sustained Competitive Advantage
The Clubcard scheme by Tesco where over 20 million UK households use it and associated with almost 78% of sales is one of the greatest strategic resources of Tesco. Tesco maximises expenditure and retention as well as negotiating favourable supply rates by providing individualised offers and pricing. The system is built upon Dunnhumby analytics and AI, creating detailed insights into behaviour which are difficult to copy by competitors, so it is an important and enduring strategic resource.
Integrated Supply Chain & Booker Synergies — Strong Short-to-Long Term Advantage
The acquisition of Booker in 2017 has opened significant efficiencies, such as savings of about £61m a year by 2020. The AI-assisted delivery tracking further enhanced the visibility of stocks, efficiency of routes as well as timely achievements across thousands of locations. Such supply-chain capabilities are precious, scale-hard to counterfeit and fully-coordinated - providing enduring benefit with a long-term prospective.
Private Label Product Portfolio — Temporary Competitive Advantage
Tesco has a division of private-label products that have controlled margins, brand flexibility, such as Tesco Finest, plant-based products and selections of lower value. Although strategic in terms of range diversity, the presence of a variety of brands in the retail market is widespread and therefore can be imitated by competitors. This will lead to short-term benefit and not monopoly.
AI & Digital Capabilities — Emerging Advantage
Tesco is also using AI more in pricing, logistics, personalisation and predictive stock planning. CEO Ken Murphy focused on AI-based nutrition-driven product recommendations and personalised shopping trips. Though these technologies are valuable, they are not isolated and other competitors are following the same systems. So this is a short time and emerging benefit.
VRIO Summary Table
	Resource / Capability
	Valuable
	Rare
	Hard to Imitate
	Organised
	Result

	Clubcard Data & Analytics
	✔
	✔
	✔
	✔
	Sustained Advantage

	Supply Chain and Booker
	✔
	✔
	✔
	✔
	Strong/Long-Term Advantage

	Private Label Brands
	✔
	✘
	✘
	✔
	Temporary Advantage

	AI & Digital Systems
	✔
	✘
	✘
	Partial
	Temporary/Developing Advantage


[bookmark: _l3n3c44qr8lp]Value Chain Analysis
The value chain of Tesco shows its value building and areas of strength.
Primary Activities:
· Inbound Logistics: Tesco is large, which means it has efficient and centralised purchasing and an advanced distribution network which reduces the cost.
· Operations: This is a key area. Local markets are geared to store formats (Extra, Superstore, Express). Omnichannel efficiency also requires in-store shopping and online fulfilment (picking in stores), but specialised dark stores are becoming more relevant.
· Outbound Logistics: The home delivery and click-and-collect network is currently one of the largest networks in the UK, which is a considerable value-add to the customers.
· Marketing & Sales: The Clubcard will be the marketing machine. The Clubcard Prices is a strong selling tool, it leaves a sense of worth, and entraps loyalty. Brand campaigns are supported through traditional marketing.
· Service: Customer service, online support, as well as its service desks (e.g., pharmacy, bakery) improve the customer experience.
Support Activities:
· Technology Development: Essential. The much-discussed major focus area and one of the costs are investing in the Tesco app, the Tesco webpage, AI that forecasts, and the supply chain management systems.
· Human Resource Management: It is not easy to manage a large workforce, and most are part-time workers in a labour market that is narrow. The important thing about operational execution is training and involvement.
· Secure Infrastructure: The corporate structure, the balance scorecard that is called a Steering Wheel, and the financial management systems used by Tesco offer the company a stable background of its enormous operations.
· The value chain analysis shows that the most important and expensive aspects of value creation and competitive advantage range are technology development and operations.
Business-Level Strategy
Tesco has been using Hybrid Strategy that has enabled it to focus on both cost leadership and differentiation.
Cost Leadership Factors: Tesco uses its economies of scale to have an Aldi Price Match initiative and provides good value own label brands. Its never ending Save to Invest programme is geared towards eliminating the cost of operation to finance such low prices without killing marginales.
Differentiation Elements: Tesco differentiates by:
· Incomparable Comfort: An estate of multi-format stores and an online slot delivery capacity of the first order.
· Product Range: They have a product range of value basics and a high end product range called Tesco Finest.
· Clubcard Loyalty: Giving individual value and rewards that are highly entrenched in the shopping experience.
· Differentiated Service: Tesco Bank, Telecommunications and Clubcard Rewards produce a sticky environment.
Such a mixed approach is critical in competing in various dimensions: on price with the discounters, and service and range with Sainsbury and M&S.
[bookmark: _3otvfrl9rhh6]Competitive Advantage Position
Tesco is the trailblazer with a hybrid approach of cost effectiveness and differentiation driven by customer -based, which is enabled by data analytics, supply chain scalability and ESG development. Competitive advantage over Sainsbury and Asda is offered by faster fulfilment, price value and digital loyalty ecosystems, and cost position and digital power are challenged by discounters and digital power and innovators, respectively. Tesco is still structurally privileged but has to keep on innovating to maintain this status.
[bookmark: _psc5s01e87h3]Growth Strategy via Ansoff’s Matrix
Tesco applies a blend of growth strategies that entail penetration of the market, new products development and diversification of choice. All their activities in 2021-2025 fit well in the four quadrants of growth indicated below:
1. Market Penetration (Existing Products × Existing Markets)
Tesco has been able to grow its domestic coverage, which in 2021 was at 26.9% and in the mid-2025 is estimated to be around 28.1% by predominantly using pricing-based approaches, like Clubcard Prices, Aldi Price Match and online loyalty tests that boosted the number of transactions.
In 2024, the UK food sales hit £24.3B with value signals brought by promotions and expansion of the basket size.
2. Product Development (New Offerings × Same Market)
Tesco is also building on its own-brand assortments, which constitute over 53 percent of overall baskets. Growth is strongest in:
· Tesco Finest premium range
· Alternatives to meat-based products are plant-based and health-oriented.
· Price points on price-sensitive consumers.
This portfolio expansion is being fueled by consumer demand on vegan, low-sugar, and eco-conscious products, especially within the health-led product categories.
Market Development (Existing Products × New Markets)
The international shrinkage has been strategic. Tesco abandoned Malaysia, Thailand and Poland because of low potential of returns and geopolitical uncertainty - channeling funds to more productive home ground.
The growth is now in the UK and ROI, with the inclusion of more than 150 Express/One-Stop stores in under-served regions, an indicator of selective regional expansion and not international expansion.
Diversification 
Tesco is diversified in two non-grocery companies:
	Diversification Streams
	Notes

	Tesco Mobile
	5.3 million active users (2024) — strong recurring customer base

	Tesco Money Services
	Continues post-Barclays sale as low-capital financial model


Tesco Bank is a prior core sale of £581m revenue and £56m operating profit (2023/24) with future potential in case of growing strategically in a light structure.
Corporate Strategy: M&A, Alliances & Geographic Focus
The corporate-level decisions in Tesco have been observed to be prioritised to simplicity of portfolio and core-market scaling in the past 5 years.
Divestments
· Exit Asia through Malaysia/Thailand sale £8bn (2020-21) full exit.
· Selling Polish operations to Salling Group at £181m (2021).
Consequence: Shifting resources to core markets and cushioning the margin.
Acquisitions
· Further acquisition of Booker Wholesale.
· Best Food Logistics Purchase (2023), enhancing hospitality supply-chain.
Annual synergy benefit by 2025 of the order of £120m.
Strategic Partnerships
· Cooperation with Trigo with expansion of frictionless GetGo stores.
· The Clubcard intelligence can be monetised through the data analytics partnership with Dunnhumby.
Tesco becomes more of a technology-and-data-driven retail system than a conventional one.
BCG Portfolio Outlook 
	Business Unit
	Market Share
	Market Growth
	BCG Position
	Interpretation

	Core UK Grocery
	High
	Low
	Cash Cow
	Funds expansion and innovation activities

	Booker Wholesale
	High
	Medium
	Star
	Strong growth and profitable scaling

	Tesco Bank (post-sale model)
	Medium
	Medium
	Question Mark
	Can scale further if low-risk capital is committed

	Plant-Based Product Ranges
	Medium
	High
	Question Mark
	Needs investment to convert into next Star

	Tesco Mobile
	Medium
	Low
	Cash Cow
	Stable recurring revenue & high cross-selling potential


 
Strategic Decisions (2021–2025) 
	Key Strategic Move
	Outcome

	Digital scaling — Whoosh, GetGo, app engagement
	>16.2M app users (2024) and increased digital loyalty

	Automation for cost leadership
	>80% self-checkout use front-of-store (2023)

	ESG & net-zero pledge
	61% Scope 1/2 reduction and 100% renewable UK stores

	Retail media & Clubcard monetisation
	£100M media revenue and £6.60 return per £1 spent


Tesco is transforming itself into a retail technology innovator and not a supermarket chain only.
[bookmark: _wuw1ochvg4q]Data Analysis, Strategic Implementation, and Recommendations
[bookmark: _kbajgehups7p]Financial Analysis & Market Performance Review
Tesco has been enjoying a strong financial position and has retained its leading position in the UK grocery market, as well as, between 2021-2025. The company enjoyed continuous revenue growth on an annual basis, with an average of about 5.1% CAGR with ROCE increasing between 8.3 and 13.2 which is indicative of better utilization of its capital. One of the strongest signs of investor confidence was the £1.05 billion share buyback of 2024, which was an indication of long-term value creation.
In mid-2025, Tesco had dominated up to 28.1% of the national market, which is higher than Sainsbury (15.2), Asda (12.5), Aldi (11.1), and Lidl (7.8) (Davey, 2025). Although the growth has been at the expense of discount chains, Tesco has maintained a headship through:
	Performance Driver
	Strategic Role

	Competitive pricing and Aldi Price Match
	Prevents customer drift to discounters

	Clubcard loyalty and personalised offers
	Retains frequency & basket share

	Omnichannel & rapid fulfilment
	Captures both convenience and speed-led demand


Its stability, despite inflation and intensive competition, underscore its high customer retention and operations discipline, which is data-driven.
[bookmark: _4ea7ekx2otgi]Scenario Planning: Possible Strategic Futures
There are three ways ahead that Tesco can take based on the unstable economic situation in the future. Each has diverse advantages, threats and performance.
	Scenario
	Nature of Strategy
	Benefits
	Drawbacks
	Likely Result

	1. Value-Consolidation Mode
	Focus on efficiency, price competitiveness & loyalty
	Maintains market share and affordability
	Slower innovation risks losing tech leadership
	Tesco retains position but growth flattens

	2. Digital-First Transformation
	Heavy expansion of AI, automation & retail media
	Higher margins and scaled data monetisation
	Requires large capital and organisational change
	Tesco becomes leading omnichannel tech retailer

	3. Expansion & Diversification Boost
	Growth of Booker wholesale and new vertical plays
	Diversified revenue & improved geographic reach
	Regulatory & financial exposure increases
	Tesco evolves into hybrid B2B/B2C powerhouse


[bookmark: _h6dv6y1d04c] Strategic Recommendations 
Tesco must use a blended future strategy, which is a combination of digital leadership and focused regional growth, to enhance its competitiveness and reduce its adaptation to market changes. At the core of the strategy is the aggressive expansion of the Tesco Clubcard Media & Insight Platform with its rich first-party data, which will help it grow in the fast-growing UK retail media market with high growth rate and a clear competitive advantage (Montagu, 2022). Coupled with the growth of retail media, there needs to be greater AI implementation throughout the supply chain, built on the current innovations, including Roambee-enabled shipment tracking and predictive demand analytics. The next step of strategy Tesco needs to take is to implement higher-level AI-managed price elasticity models and Kuubic sentiment analysis based on the interaction with the Clubcard, which allows Tesco to optimise its stocks and promotes better, offering opportunities to engage with the customers more effectively and provide more significant impact on marketing (Chenavaz and Dimitrov, 2025). Regional Tesco has the opportunity to introduce new avenues to growth by diversifying Booker into Central Europe with its track record of success in the UK wholesale industry. Forming joint venture with the local catering services or dark-kitchen operators would offer a low-risk, efficient market entry model and would provide the Tesco with the synergies with its existing store network and improve its B2B presence in the developing food service markets. Besides the digital and regional growth, Tesco ought to increase its investment in the health-based product innovation to resonate with the changing consumer inclination toward the healthy and sustainable lifestyle decisions. As the health and wellness categories of Tesco already increase by 12% annually in 2024, the basis of further growth and expansion into partnerships with nutritionists, collaborations with health technology start-ups, and creating new lines of plant-based products is strong (Rosnizam et al., 2020). Taken together, this combined strategic focus will make Tesco be able to continue on a path of long-term growth, enhance customer loyalty, and remain a leader in a retail environment that is becoming more and more data-driven, conscientious, and multi-polar in its revenue base.
[bookmark: _ordiyzy0kevy]Implementation Challenges
There are evident possibilities, but to achieve success, one has to go around organisational and systems constraints. 
Tesco Plc: Strategic Implementation Challenges
	Strategic Pillar
	Implementation Challenge
	Underlying Complexity & Potential Impact

	Digital-First Transformation & AI Integration
	1. High Capital Investment & Integration Complexity: Deploying advanced AI for pricing, supply chain, and retail media requires significant, sustained investment in new technology and infrastructure.
	Integrating new AI systems with legacy platforms like the Clubcard and ERP systems is complex and risks operational disruption. The high cost could strain finances, especially if the return on investment is slower than projected, impacting margins in the short term.

	
	2. Data Privacy, Security, and Ethical Governance: Aggressively scaling the Clubcard Media platform and using AI for hyper-personalisation exponentially increases the volume of sensitive customer data held.
	This creates a major target for cyber-attacks. Tesco must navigate increasingly stringent data protection regulations (e.g., UK GDPR) and ethical concerns around AI bias in pricing/promotions to maintain consumer trust and avoid legal penalties.

	Sustainability & ESG Commitments
	1. High Cost & Complex Supplier Collaboration: Achieving net-zero across the entire supply chain (Scope 3 emissions) by 2050 requires massive investment in green logistics, packaging, and sustainable sourcing.
	Tesco does not have direct control over its vast network of suppliers. Enforcing and monitoring sustainability standards across this network is administratively complex and costly, potentially leading to increased cost of goods sold.

	
	2. Regulatory Uncertainty & Greenwashing Risks: The regulatory landscape for ESG is evolving rapidly. New rules on packaging, carbon reporting, and ethical sourcing could impose unexpected costs and compliance burdens.
	Any perceived gap between Tesco's public sustainability pledges and its actual performance exposes it to accusations of greenwashing, which can severely damage its brand reputation and consumer trust.

	Market & Product Expansion
	1. Execution Risk in New B2B Markets: Expanding Booker into Central Europe involves navigating different regulatory environments, supply chain logistics, and competitive landscapes.
	A joint-venture model, while lower risk, introduces challenges in aligning goals with partners, managing cultural differences, and achieving the synergies that made Booker successful in the UK. Failure could lead to significant financial losses.

	
	2. Balancing Innovation with Core Competencies: Heavy investment in new verticals like health-tech partnerships and advanced plant-based ranges diverts resources and management focus.
	There is a risk that these new ventures may not achieve sufficient scale to justify the investment, potentially distracting Tesco from its core grocery business where competition remains intense.

	Workforce & Organizational Transformation
	1. Managing Labour Relations & Reskilling: Accelerated automation (e.g., AI, GetGo stores) will inevitably displace some traditional retail roles, creating tension with unions and potentially damaging employee morale.
	Tesco faces the dual challenge of managing redundancies and union negotiations while simultaneously investing in large-scale reskilling programmes to equip its workforce for new, tech-centric roles, all amid a tight labour market.

	
	2. Cultural Resistance to Change: Shifting from a traditional retail culture to a agile, tech-first organisation can encounter significant internal resistance from employees and middle management accustomed to established processes.
	Without effective change management, communication, and leadership, this resistance can slow down digital transformation initiatives, reduce the effectiveness of new technologies, and hinder strategic execution.


It takes a middle ground to overcome the challenges. Tesco needs to support its bold strategic initiatives with a strong risk management, active stakeholder management (in particular with employees and suppliers), and dynamic governance frameworks. The most significant obstacle does not lie in the development of the strategy, but in how to handle the complicated organisational, financial and operational changes needed to realise it occur without diminishing its existing competitive edge.
[bookmark: _4rjzuozgswe5]Conclusion 
Tesco Plc is a strong and lean competitor in the UK retail business with strong financial health, market share leadership, and its most powerful strategic resource of Clubcard loyalty ecosystem. Its future leadership, however, depends on its ability to overcome a complicated environment of stiff price wars, rising sustainability requirements, and the need to go digital. The analysis confirms the fact that hybrid strategy of cost leadership and differentiation still is effective, but it needs transition.
To achieve long-term growth, Tesco should strongly shift away a traditional grocer to a data-driven ecosystem that is integrated. This involves being aggressive at monetising its Clubcard data with retail media, integrating AI in all operations to make it efficient and adopting a targeted growth in wholesale and health product verticals. Most importantly, this massive restructuring should be handled by balancing the cost-intensive technology and ESG-related compliance against the pressure of the margin and overcoming the overwhelming internal difficulties of reskilling the workforce and cultural transformation. Through this constructive, proactive strategy, Tesco will be well placed to sustain its market share through its immense size and customer trust, as well as to rewrite the history of omnichannel retail.
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