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Executive Summary
The task in this report is to investigate Tesco, the leading supermarket in the UK. Part of the process of the report is to analyse how Tesco has dealt with its problems as an organisation in the past and what problems it is facing in the current business and economic climate. The report requires use of analytical models to identify these problems and then propose recommendations on how to approach resolving these issues. 
In concluding the report, it is suggested that Tesco should keep up to date any Brexit progress or lack thereof. It is recommended that Tesco approach looking at each stakeholder individually and with due care. In doing this Tesco would approach its problems in a rational and wholistic way. 
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Introduction
Tesco began trading in 1929 as a grocery store. Slowly it grew into a nation favourite. As it grew it expanded into other markets. With success came competition. As it stands today it is the No.1 supermarket chain in the UK.
With success has come many failures over the years. This includes incidents such as the accounting scandal and cyber-attacks, both of which are mentioned in this report.
However, Tesco has managed to overcome these problems. The nature of business is that problems and setbacks occur all the time. As such Tesco is facing some tough challenges. This includes the decision to cut back on some not very profitable departments such fish and deli. Tesco must investigate these problems rationally to progress and remain successful.
A detailed analysis is made of Tesco’s current situation using the models of SWOT, PESTLE and Stakeholder analysis. Thereafter these results are concluded, and some recommendations made in how to approach and overcome these problems.
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Terms of Reference
This report is an assignment in the Problem Solving and Decision Making module on the Certificate of Higher Education in Skills for the Workplace Level 4 course. It was requested by lecturer Laura James in February 2019 to be submitted by 3pm on 5th April 2019.
It is based on Tesco PLC written by student Mamasir Miah. It covers the problems Tesco is facing as a multinational organisation in light of Brexit and the current economic climate. Other issues facing Tesco are also discussed.


Procedure
The main source of information for the report are lecture notes, books, e-books, journals and websites. Relevant information and academic references are obtained from these sources. 





















Main Findings
Tesco PLC is the largest supermarket chain in the UK. Tesco opened it’s very first store in 1929. The owners we're Jack Cohen and T E Stockwell. The name Tesco is made of these two names. It was from the beginning that they had their very own brand product with Tesco Tea. Tesco expanded rapidly from offering its customers a variety of products and having a good relationship with its suppliers. It wasn’t until the 1960s that it started to get serious competition from other supermarkets. By the 1970s Tesco had opened their very own petrol garages. By the 1980s Tesco reiterated their mission statement of “Put affordable food in the reach of everybody", (Tesco.com, 25/01/19). This was during the start of the "price" wars with other supermarkets. Tesco also expanded into other markets such as clothes and electronics. By introducing the loyalty benefits with Clubcard, Tesco attracted millions of more customers. This helped them overtake all other supermarket competitors to become the number 1 supermarket in the UK by market share. The company currently employs almost 450,000 people.
Humby, Hunt and Phillips (2007, p5) state, “this is also the story of how a company famed for being careful – even mean – with its resources outflanked its competitors by investing in technology in a focused, practical but far-sighted way. It’s also clear that, as Clubcard demonstrates, Tesco continues to apply new technology to improving the customer experience”.
Amongst other services, Tesco also currently offers the following:
· Online shopping
· Clubcard rewards
· Banking and financial services
· Insurance 
· Clothing
· Electronics
· Mobile network provider
The current CEO of Tesco is Dave Lewis, who has held this position since 2014. Dave Lewis has previously held several positions at Unilever, one of the primary suppliers of Tesco. 

How Tesco resolved some of its previous problems
This section will look at two problems Tesco has faced in the recent past and how they have handled overcoming these problems.
A problem is defined as “a circumstance where there is a gap between the situation as you perceive it and what you believe the situation should be", (Moodle , 2019). Problems are of different types and need different solutions to resolve. They can be operational, strategic, administrative and even potential, i.e. a problem that hasn’t yet occurred but is developing.
[bookmark: _Hlk5193793]Maund, Schriek and Tinkler, (2017 p186) state that, “most problems are multidimensional, and decision makers must determine what factors should be considered to resolve the problem they are facing". 

This would involve the rational decision process. This is illustrated in the diagram below.
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Implementation



The Rational Decision Process 
Maund, Schriek and Tinkler, (2017 p186)

A problem needs to be identified before it can be resolved. Then it must be defined, and the priorities must be placed within the different aspects of the problem so they can be tackled one by one. Once the priorities are placed, then all the different avenues of solving the problem must be looked at. Finally comes the actual application of the solutions to the problem in order to gain the desired goal.
Tesco confronts budget rivals
Tesco faced huge controversy during the financial year 2014/2015. This was due to an overestimation of its profits. Consequently, the company’s sales were effected. The scandal was caused by some of its managers who faced criminal prosecution and removal from the company. However, by late 2016, the company bounced back and showed strong sales growth. This was considering most other supermarkets and even the discount stores showing slow growth at the time.
After the financial scandal Tesco refocused itself in order to regain the confidence of the consumer. It focused mainly on the UK market. The company also reduced some of it products so the it could put greater emphasis on price, re-branding, customer service and community work, such as donating food to local charities. Therefore, by the end of 2016 the company managed to turnaround from the bad press. (Lewis, 2016)


Tesco fined for cyber attack
In October of 2018, Tesco were fined £16.4m by the Financial Conduct Authority due to a cyber-attack. The attack targeted the company’s current account holders and £2.26m was siphoned from Tesco Bank. The attack took place over 48 hours and the FCA claimed the attack was avoidable. Due to a lack of diligence and due care from Tesco Bank the attack was able to take place.
As a result of this attack Tesco Bank tightened its online security. It put more resources into cyber security and improving its areas of online vulnerability. It also agreed to compensate customers fully and cooperated with the FCA on all levels. (FCA, 2019)

The current problems facing Tesco
Tesco is facing problems on multiple fronts. It has decided to cut jobs in areas it feels are unnecessary, such as middle management. It will also cut jobs in entirely removing certain store areas such as bakery and butchery. It closed the non-profitable Tesco Direct in 2018 which resulted in 500 people losing their jobs. In 2018 a Tesco call centre in Cardiff was closed resulting in the loss of 1100 jobs. (The Guardian, 2019)
Tesco is also likely to face greater competition in the recent merger announcement of Asda and Sainsbury’s. These two companies are part of the major supermarket brands in the UK. If the merger goes ahead then they will likely introduce a new focus on pricing and advertising. As such Tesco will need to approach these problems primarily in terms of operational and strategic value.
These problems that Tesco is facing will affect many. Below is a list of the scope and impact that these problems will have. Scope means who is effected by the problems and impact means how they are effected. Amongst them are the following:
· Employees – Hundreds of employees are likely to lose their jobs. This will include staff from management and staff from fresh food counters. They will need to look for new jobs. As these people are skilled workers in a particular field, they may find it difficult to get the same jobs elsewhere.
· Stores across the country – all stores will lose the fresh food counters such as butchers and fishmongers.
· Customers – thousands of customers who rely on their daily shopping from Tesco will find that they need to go elsewhere to purchase these products.
· Suppliers – removal of these counters will force the current suppliers for these areas to look elsewhere for business or they will lose a lot of revenue from the sales to Tesco
· Government – the government may want to step in and speak to Tesco to see if there is anyway that the loss of hundreds of jobs could be avoided.
· Competitors – competitors may want to take advantage of the current situation at Tesco and advertise their products and value aggressively whilst Tesco is in the media spotlight
· Trade Unions and NGO’s – these parties may want to speak to Tesco and highlight the difficulties the people will go through in losing their jobs and business



Analysing Tesco’s problems using: SWOT, PESTLE and Stakeholder Analysis
Using your research information undertake an analysis of the causes of the problems at Tesco by using the following models: swot, pestle, stakeholder analysis
This section will delve into analysing Tesco’s problems. It will help determine some solutions and recommendations for these problems at a later section. The first analysis used is called SWOT. With SWOT, the different aspects of Tesco’s business will be looked at.
	Strengths – 
· No 1. UK Supermarket
· Huge number of products and services
· Vast revenue and profits
· CEO with decades of retail experience 
· Strong partnerships with suppliers
· Strategic acquisitions such as Booker Group PLC
· Operations in UK and Far East

	Weakness – 
· Recent problems in media
· Not all departments doing well
· Need to reduce staff levels for cost cutting
· Billions in debt
· Failed in American market

	Opportunities – 
· Expand Far East operations
· Expand into newer territories
· More strategic acquisitions
· Better deals for consumers thereby disrupting competitors 
· Invest in technology for efficiency
· Expand online operations
	Threats – 
· Asda-Sainsbury’s merger
· Discount stores such as Aldi and Lidl
· Negative image from job cuts and loosing skilled staff
· Bank and online services prone to cyber attacks
· Changing nature of Information Technology
· Possible change in tax structure with Brexit




PESTLE
Whereas the SWOT analysis is used for the internal aspects of an organisation. According to Cadle, Paul and Turner (2010), “PESTLE analysis provides a framework for investigating and analysing the external environment for an organisation”.
The following is an analysis of three areas from this.
Political – the major factor that Tesco will need to look at is how will Brexit effect the company. With the uncertainty of a no-deal Brexit has come fluctuations in the value of the pound sterling. This may cause investors to shy away from the UK market, potentially losing Tesco huge resources. As Tesco also operates in eastern Europe this could make importing and exporting goods more complicated and costly due to potential new trade tariffs. The same goes for importing from other parts of the world with regards to products such as electronics and fresh produce.
Leaving the European Union could also mean a change to employment rights. This could potentially work in favour of or against Tesco.
Economic – if the Brexit uncertainty continues, with regards what type of deal will be achieved, then this could potentially put the UK market into recession and lose Tesco a huge sum in market share price and lose them millions. As mentioned earlier this could also divert investors away. New trade tariffs and taxations could effect the profits and overall revenue of the business. 
All this is already effecting Tesco hence the job cuts and consolidation of departments. This will lead to suppliers being lost and many customers being dissatisfied. This will further hurt the share price in the stock market. The national minimum wage goes up in April 2019. Escalating the financial situation and uncertainty for business further. However, this could also cause consumers to spend more as they will have more money.
Asda-Sainsbury’s merger may get consumers interested and move from the Tesco brand initially.
Social – Job losses could potentially cause backlash from employees. This will then cause consumer dissatisfaction. Which could lead to fewer sales and lower sales forecast. Thus, lowering the yearly dividend for shareholders.
Losing long-time suppliers through closing departments could also give a negative image for the company initially. 

Stakeholder Analysis
A stakeholder is “any group or individual who can affect or is affected by the achievement of an organisations objectives”, (Freeman, 1984). According to Freeman, a company should try to please as many stakeholders as possible. the alternative theory proposed by Freidman (1970) is that an organisation’s sole purpose is to maximise profits. (Moodle, 2019)
Stakeholders are classified as primary or secondary. Examples of Primary stakeholders are:
· CEO
· Senior management 
· Shareholders
· Employees
· Investors 
· Strategic Partners
· Suppliers
Examples of Secondary stakeholders are:
· Customers
· Competitors
· Government
· Media
· Banks
· NGO’s




According Mendelow (1991) stakeholders can be identified in the following Power/Interest Matrix. 
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NGO’s
Non-Human Species
General Public
	Employees
Customers
Environmentalists 
Competitors
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	Government
Media
	CEO
Shareholders
Banks
Investor
Suppliers






Conclusion
Based on your analysis draw a conclusion that clearly identifies the main issues faced by tesco
Base on the report the following conclusions can be made:
1. Tesco is going through a transition period. They will need to make some hard decisions.
2. Tesco feels that Job losses are inevitable due to consolidation efforts
3. Tesco needs to ask itself which stakeholders are a priority for long term business sustainability
4. Tesco needs to keep a close watch on the Brexit situation
5. Tesco will be keeping up to date with the Asda-Sainsbury's merger. This may substantially effect the business.
6. Tesco will rely on its experienced directors and newly acquired Brooker Group to maintain its position in the market.

Recommendations
In this final section of the report, recommendations will be made for Tesco on how to approach its current problems. These options should be feasible for the company to approach in a practical way and using The Rational Decision Process. The options are also financially viable as Tesco is not making a loss but is experiencing strong sales, even if they are not seeing the required growth of the company. All these recommendations are a result of the analysis undertaken in the previous sections.
1. Tesco needs to constantly re-evaluate its SWOT. This will help it stay focused on its main areas of concern.
2. Tesco needs to look for ways to relocate or reallocate staff rather than let them go. This will give a better public image and gain confidence of the consumer that Tesco knows what it is doing.
3. Tesco needs to realise that even though profits are important, brand and company image is equally as important. Therefore, it needs to deal with customers, local communities, local governments and the media very carefully. The result of this will be strategic marketing keeping some of the secondary stakeholders pleased.
4. Tesco needs to plan for and maintain procedures for any and all outcomes of Brexit. This will help them cover any losses to the business that may occur otherwise. This will also ensure that no surprise outcome will derail their overall business plans and they can remain as the supermarket leader in the UK.
5. Tesco needs to aggressively advertise and promote its value of products and loyalty benefits with Clubcard in order to take the focus away from the Asda-Sainsbury's merger. As mentioned earlier, if the merger goes ahead then the new company would likely focus on heavily promoting discounts and deals to entice new customers.
6. As it has people with decades of experience in the retail sector, Tesco needs to rely on their expertise to carry on building new relationships with strong business partners. This will ensure future growth and commitment for excellence.
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