


Executive Summary

This report was undertaken to analyze problem Tesco is currently facing, how to defend Tesco’s number 1 position on the market and to survive price war with German discounters Aldi and Lidl.
The report has identified main issues Tesco has to solve and describes new ideas on how to keep business profitable and successful.
At the end of this report, Tesco problem solvers would be able to see company from different perspective and be able to find solution on how to solve Tesco’s issues and repair the company’s reputation.
Main recommendation stated in this report is to improve customer service, keep being loyal to the customers and communicate with stakeholders effectively.
By improving technologies and online website, customers would have 24 hours access to services and products and would be able to shop anytime they wish in this busy time.
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1.0 Terms of reference

This report was requested by Tesco on the 28th February 2019. The purpose of the report was to advise possible solution for Tesco’s problem solvers and decision makers to solve the problems Tesco is currently facing.
In spite of the fact that Tesco is currently holding a number one position on the grocery market, it is under the threat and may lose its leadership place due to German competitors Lidl and Aldi. It is also criticized for accounting scandal and job cuts as well as poor customer service.
This report was compiled by Veronika Topolcanyova, a student of University of Wales, Trinity Saint David, Student number1806303 and was submitted on 29th March 2019.

2.0 Procedure

2.1 A variety of secondary information was accessed for the report to be compiled. The sources were textbooks, journals and websites.









3.0 Findings

3.1 History
The history of Tesco started back in 1919, when Jack Cohen - an ex World War 1 soldier and Tesco’s founder invested 30 pounds capital and bought overstock of groceries from the army and sold this from a stall in streets of London to families who could not afford food from high street shops. 
The objective was to provide affordable food for families and treat customers equally, wealth or poor. Tea made the business expand and became famous and inspired Cohen when the creation of a business name was required.
Over the years Tesco introduced loyalty Clubcard, self-checkouts and carry on providing best value to its customers. In 1958 after first supermarket was opened customers could experience buying fresh dairy products and fresh meat products from assisted counter service. Household products together with apparel was also introduced from 1960s in lower competitive prices and stamps were given to loyal customers which they could exchange for items from Green shield catalogue. In 1970s Tesco opened petrol stations in its major locations and offered great fuel prices.
When Jack Cohen passed away in 1979, Sir Dudley stand in for Tesco’s and introduced new saving self-checkout which gives customer discount between 3%-26% of food products, and line of healthy Tesco-brand products at lower prices.
Since 1990s Tesco is supporting schools around the country with computers and Every little help brought over 1.3 million new customers into business and in late 1990s is developing new stores in central Europe. In 2000s Tesco website was established, Tesco value was redesigned to Everyday Value range and Tesco finance products were offered. To save the environment, money collected from ‘Bags of help ‘scheme was used to enhance green places in communities.


Free fruit for children being offered while shopping and new fresh food brands launched as ‘Exclusively at Tesco’ offer. In 2012 Tesco Bank is rewarding customers with points for Tesco Bank mortgage repayments, but new opportunities arise when Tesco bought One Stop chain in 2002 and merged with wholesaler Bookers in 2018. 
In 2018 Tesco opened first cheapest discount store Jack’s with promising low prices in the town.  (www.tescoplc.com.  Accessed March 15th, 2019)

At the moment Tesco is number 1 leading retailer in UK and providing job for more than 440 000 employees. Tesco is operating worldwide in 13 countries and offering wide range of grocery products and services including clothing range, Tesco Bank, Petrol Stations, Tesco Mobile, Insurance, mortgage, home furnishing, garden center and more.















3.2 Discussion of problem solving in past
One of the problems Tesco was facing in the past was when Tesco breached the legally binding code by delaying payments to its suppliers, not paying them for as long as 2 years in attempt to boost its profit.
The investigation started in February 2014, after Tesco’s statement confirmed that they artificially exaggerated financial gain by £250m, which caused scandal and launched investigation from Serious Fraud Office.
Tesco’s chief executive Dave Lewis assured suppliers that Tesco would change the way payments would be made and apologized publicly to suppliers for consequences caused by Tesco unfair practices.
Tesco has taken steps to progress the recommendations from GCA (the groceries code adjudicator) Christine Tacon and reworked the practices since then.
Tesco communicate with the GCA and report quarterly proving Tesco are treating suppliers fairly and respectfully. (Butler, 2016)

‘’ Was it luck or skill that helped Lewis to deliver a recovery for a company that was in a bad way both financially and ethically? Either way, he will probably need both from hereon in. His symbolic move to reinstate the dividend will cheer investors and staff, but in some ways recovery is the easy bit. It is keeping pace in a brutal food retail sector that will really set him apart.’’ (www.theconversation.com, Accessed March 15th, 2019)








3.3 Nature, Scope and Impact
The problem which is Tesco currently facing is its job-cutting around the UK stores in goal to save money and enhance profit lost in 2014 when accounting scandal occurred.
Tesco planning to reduce fresh meat, fish and delicatessen counters from most of their largest stores, which will cause that thousands of their employees will lose their jobs. 

In a statement Tesco said: "Overall, we estimate that up to 9,000 Tesco colleague roles could be impacted, however, our expectation is that up to half of these colleagues could be redeployed to other customer-facing roles. We are working with our third party providers to understand the impact on their staff in our colleague hot food service." (Barry, 2019)

The vending machines will be placed in employees’ canteens as substitute for hot food service. Cost-cutting had massive impact in past on Tesco staff, more than 1700 employees lost their jobs in 2017, mainly long-term middle management staff.
Another problem Tesco facing is to stand the ground against German discounters Aldi and Lidl, so as a result they opened their own new discount chain Jack’s, named after Tesco’s founder Jack Cohen. The goal is to offer good quality but cheaper products affordable for everyone, quicker shopping experience, cheapest in town, but locally produced. (Wood, 2019)

In November 2016 Tesco Bank was facing breach of security scandal when more than 10 000 customers account details were at risk, but unfortunately Tesco customer service phone line failed to respond and left customers in worries for hours, before official statement was released. Customers of Tesco bank was expecting an apology alongside with explanation but communication with Tesco was poor and Tesco failed to deliver an answer for customer’s questions.
Later, that day Tesco has apologized for inconvenient and worries and assure customers that all cost would be covered by company, but customers were not impressed as Tesco still struggled to explain why situation happened or the nature of the issue. Nor the communication was weak, this problem has had impact on customers, losing trust in company and damaging Tesco reputation. (www.populus.co.uk, Accessed 25th March 2019) 
Tesco Bank was ordered to pay fine of £16.4m and compensate Tesco Bank account holders affected by fraud and recover loss of £ 2.5m in total. 
Gerry Mallon, Tesco Bank’s chief executive, said: “We are very sorry for the impact that this fraud attack had on our customers. Our priority is always the safety and security of our customers’ accounts and we fully accept the FCA’s notice.
“We have significantly enhanced our security measures to ensure that our customers’ accounts have the highest levels of protection. I apologize to our customers for the inconvenience caused in 2016.” (Morrison, 2018)















3.4 Analysis of Tesco
3.4.1. SWOT
Strengths
Tesco is owning multiple awards for great shopping experience, excellent service and customer service. It is believed to be number one largest and most profitable retail chains in the world. Is economically strong company, owning greater amount of properties and lands. Their portfolio is strong, and their capital is great.
It is a respectful brand, based on quality, service and global recognition.
Over 100 years of its history and long-term prediction of successful continuing in the future.
	
Weaknesses
Some of Tesco’s products are not as successful as predicted (for instance Tesco finance) and sales are highly depending on UK and Europe only.
Several European branches are not making great profit as promised to investors, questioning Tesco if research was carried in the area of business as should have been done. Decrease of company’s profits since 2018, closing off stores in America and Japan, financial errors and poor performance on market.
Worldwide accounting scandal following investigation of possible fraud lead to bad publicity and damaging company’s reputation. Loosing majority of customer, breaching trust and honesty alongside with job cutting and store closures.. Loss of profit and decrease of shares value.

‘’Falling profits from Europe’s and India’s branches strongly affected whole chain’s shares as they dramatically fell approximately 9.4 percent since July 2016.’’ (Mathis, 2018)
	

Opportunities
Opportunity to improve online, and through social media,
support schools, charities, local businesses and trades, promote healthy eating and lifestyle. Expand worldwide with new discount stores Jack’s and possibility to compete with German discounters Lidl and Aldi.
Joint ventures should be key factor to improve chain’s performance in places which performance is low. It is a great chance for Tesco to introduce great quality products for lower prices and beat competitors prices in Jack’s stores.
Tesco must concentrate more on customer service by continuous training employees, focus on customer feedback and satisfaction, rebuild and gain back customers trust and prove that Tesco’s customer is on 1st place.
Rewarding Jack’s customers with Clubcard points, improving website and bring back call centers as well as improving communication with stakeholders.  

 “Offering gourmet food to the masses was a big task, but it was a real gap in the market and we were keen to help our customers make meals even more special.” (Tatum, 2018)
	
Threats
Discount brands could be potential threat for the company and could cause loss of Tesco’s leadership in the market.
Loosing long-term, highly qualified and loyal employees due to job cuts.
Potential loss of loyal customers by deleting fresh deli counters and fresh baked bakery from most of the bigger stores, limit of disposable income is lower as prices increasing due to global crisis.
Government regulations and pressure from stakeholders’ side. 
(www.businessteacher.org.uk. Accessed March 15th, 2019)
Brexit could affect Tesco because cost of transport and high corporation tax rates, sterling value and future for overseas company branches is unsure. 
Currency took a beating following Brexit.
Bowler(2017) stated in Journal of International Trade Law and Policy‘’ : ‘’As Figure 2 shows, the pound sterling started declining in value even in 2015 when Britain was immersed in Brexit publicity and campaigning, and then in June 2016, it fell sharply following the Referendum, and has been trading around 15 per cent lower compared to the US dollar and 12 per cent lower compared to the euro than it was before the Referendum.’’ (Suhail, 2018). 


















3.4.2. PESTLE
Economic Factors
Several economic Factors have impact on Tesco chain’s for instance - cost of labor, employees’ wages, high interest rates.

One of the economic factors which has impact on Tesco’s chain is Brexit, it is currently causing problems on the market between Tesco and his overseas supplier Unilever as sterling declines and prices of goods are rising. Tesco corresponded with understanding need of higher price but refused to follow Unilever’s requirements and kept the original prices.
Tesco is also in a conflict and engaged in price competition with another two German discounters Aldi and Lidl which have massive economic impact on the company, considering that majority of Aldi’s and Lidl’s customers are middle class families with smaller amount of disposable income to spend. Brexit at the end would represent greater prices, causing issues for customers being poorer, spending less money, causing lower profit. (www.economist.com. Accessed: 25th March 2019)

The cost of labor and employees wages are another economic factor that could negatively affect Tesco’s profits, employees are calling for equal wages within various departments, and if Tesco agrees to pay, it could cost millions of pounds, which based on the research at the current situation would be big spending as it is still financially recovering since accounting scandal from 2014.Removing fresh deli, fish and dairy counters alongside with fresh bakery counters in most of Tesco’s bigger branches would affect thousands of workers losing their jobs and also loss of customers who preferred fresh products instead of prepacked out of shelves.



Social Factors
Job cutting is one of many social factors to have impact on company. Thousand of workers would have to relocate due to find a new job or being transferred to another branch. Demographic position of Tesco stores is playing important part in creating jobs and supporting employability in the area but also has a negative impact in case of job cutting and store closing. It is beneficial to research customers needs in the area based on their religion, age, lifestyle and special needs as customer’s taste, style of life and believes are changing from year to year.
New generation of customers requires new technologies, social media advertising and new fashion trends. A healthy lifestyle is on peak and customers searching for diet, organic and freshly produced food, supporting local businesses and smaller suppliers.
 A non-barrier access to all stores should be a matter of course as it is attracting customers with disabilities to shop independently and comfortably and that will want them to come back in the future for another pleasant shopping experience.
Tesco is also supporting local groups, charities, schools, British businesses, and local communities to help a good cause, keep customers satisfied and interested in products and services.

Legal Factors
Being number one leading brand Tesco must compete with other competitors defends its number one position on the market to survive price war, which is very difficult to do when following fair practices and regulations, otherwise they would face legal action and dealing with trading standards.

Tesco is strongly following company law, being responsible for administration and finance reports of accounts, customers and employees’ contracts and equality in the workplace and agreements with suppliers and volunteers.
Breaking the law would have negative impact on company facing consequences following by court action.
At Tesco, we’re committed to creating a truly inclusive environment where everyone is welcome and feels able to be themselves regardless of race, religion or belief, ethnic or national origin, colour, nationality, gender, gender reassignment, sexual orientation, age, disability, marriage and civil partnership, pregnancy and maternity, political opinions or trade union affiliation. (www.Tescoplc.com, Accessed 15th March 2019)


	


















3.4.3 Stakeholder Analysis
Primary key stakeholders in Tesco are customers, employees, management, directors, community, unions, suppliers, and shareholders.
Tesco’s Secondary stakeholders are pressure groups, government, creditors, media, and competitors.

Customers are external stakeholders of the company and greatly important, as they are purchasing goods and services from business which means they contribute into company’s profit and keeps business running. It is Tesco’s objective to keep customers satisfied and happy to return.
Customer’s feedback of shopping experience is giving Tesco directions for improving customer service and to find out if the idea of discounter store Jack’s was good move and is going to impress customers enough to swap their usual store for new discounter.
When first Jack’s customers come to celebrate opening of the store in Chatteris, Cambridgeshire, visitors described design and visual look of the products looking little bit dated and overall atmosphere in the store taken them back 20-30 years ago.
Despite challenging weather that day, in about a two hours carpark was full and store was busy, full of excited new customers. Some customer was happy, others not so sure if Jack’s could compete to German’s Aldi, which was located only few minutes’ drive away. If Tesco can guarantee that Jack’s prices will be lowest in area and quality of food great then plan to open more than 10 other stores would open in half a year.
Although everybody left with positive feelings about new chain, only time will show if Jack can beat German’s discounters. (Brignall, 2018)

Shareholders are internal stakeholders of Tesco, they have high interest in company and also high power as they own Tesco shares, hence they are interested in company profits.

Ben Romney, a financial specialist stated that..’’ Tesco’s first job should be to demonstrate that it knows what went wrong and has put in place mechanisms to avoid any repeat in the future’’. 
He says: "The key issue is rebuilding trust with shareholders and stakeholders - this is very much a gradual process and there will be no quick fix." (Griggs, 2015)
Productive and efficient employees are primary stakeholders and can have impact on company’s success by completing jobs and tasks on daily, following company rules and procedures. They have also rights to act against Tesco, if not happy with condition in the workplace or being mistreated by management. It is in company highest interest treat Tesco employees with respect, without discrimination and provide healthy and safe workplace. (www.studymoose.com, Accessed 25th March 2019)



	












3.4.4 Stakeholder analysis Matrix
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3.4.5 Problem solving
Investors are highly interested in Tesco’s success and could help company by investing continuously into supermarket chain if they are sure they will benefit from it in the future. 
When media published interview with one of the most successful investor Richard Buxton, he explained reasons why he is interested in company for many years. He stated that:
… ‘’The company is clearly facing a lot of problems and the discounters are not going to go away, but the key thing is there is still a lot of footfall, but its customers are just not buying as much as they used to. If Tesco can improve the company will start regaining market share and profitability," (Caldwell, 2015)




 











4.0 Conclusion
4.1 Overview of current situation
Tesco is Number 1 leader on the market at the moment and employs around 440 000 people. It is a worldwide retail chain, operating in 13 countries, offering grocery, clothing, bank products, insurance, own petrol stations, garden centers and many more products and services. Tesco is well-known brand with long history over 100 years. Although Tesco is successful brand, his reputation was affected by scandals Tesco encountered through the years, for instance accounting scandal in 2014, when Tesco was artificially boosting profits with money they have own to suppliers. Problems continued when Japan and American stores were closed for not making not enough profit. In 2016 Tesco have been fined for breach of security and must pay to Tesco bank clients’ money lost in fraud.

4.2 Areas of concern
This all have been resolved in the past but left negative effect on Tesco’s reputation.
New opportunities arrived when Tesco opened discount store jack’s to compete in price war against German competitors. Will Tesco impress customers enough to keep their loyalty or lot more has to be done to defend its position on the market?
With great customer service and employees continuous training Tesco can make customers shopping experience pleasant and smooth. Taking a lesson from past mistakes, Tesco must concentrate on customer objectives, keeping their data secure and improve communication with suppliers and other stockholders.



4.3 Areas of strength
Tesco’s strengths are mainly size of the company, their cooperation with shareholders, hiring experienced CEO, and merging with warehouse Bookers, it is a strong company with huge profits and also expansion worldwide.
These strengths could be opportunities for Tesco to solve current problems. Tesco provides everything -from small discount store, to giant supermarket, finance, cheap fuel and great quality products. Various products could fit various customer needs and be affordable for everyone regarding of age or wealth, race or background.
Tesco employees policy is antidiscrimination and treats every worker equally and respectfully.

















5.0 Options
As stated in the reports findings and conclusion section the options to consider resolving Tesco’s problems are improvement in communication between Tesco and primary stakeholders, concentrating on customers needs, following feedback, fashion trends and lifestyle.
5.1
‘’ It’s not always about the price.  Quality is important        too..This Photo by Unknown Author is licensed under CC BY-SA

…..but it’s nice to pay less than in Aldi…’’
Every little helps.   
                                 Tesco
6.0 Appendices
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(www.marketingweek.com, Accessed 29th March 2019)
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