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Evaluating Tesco’s Market Position

[bookmark: _Toc210816553]1.  Introduction

The aim of this report is to assess the strategic position of Tesco through PESTLE analysis. This model is chosen because it takes an extensive look into the external macro-environment and how they determine Tesco’s strategic decision making and overall effectiveness. British Grocery and General Merchandise Retailer Tesco plc operates in a variety of formats including Tesco Extra, Tesco Express, and One Stop. History Established in 1919 by Jack Cohen as a group of market stalls, Tesco became a major British retailer through expansion, holding a market share of 28.4% as of October 2025 (Anon., 2025) , a combination of the gradual lead over its main competitors gained during experience and activities including purchases, food, clothing, electronics, financial services and mobile phones; online grocery; and delivery businesses.

[bookmark: _Toc210816554]2. Situational Analysis: PESTLE Model

[bookmark: _Toc210816555]Political Factors
Tesco works in an environment which is subject to very strict legislation, where the legal framework regarding food safety, workforce and commerce contribute to business by 2025 (Anon., 2025), Tesco was dealing with higher National Insurance contributions and new regulatory costs that eroded its margins. In addition, supply chain efficiency has continued to be affected by Brexit-related trading complications - increasingly regarding EU sourced goods.
Tesco’s lobbying and involvement in industry forums help to influence policy debates, particularly on issues like food standards and sustainability. STABLE POLITICAL CLIMATE IN THE UK AIDE’S TESCO’S DOMESTIC BUSINESS: The Political environment has a huge influence upon the government and the relationship it holds with other organisations, both nationally and internationally.

[bookmark: _Toc210816556]Economic Factors
Inflation throughout the UK economy is out of control with food prices having climbed 8.5% year on year to September 2025 (Anon., 2025) .This has resulted in lower consumer spending and greater demand for value products. Tesco fought back with price cuts on more than 6,500 items and matching Aldi’s prices for over 600 products (Anon., 2025). Despite tough consumer spending corners, Tesco announced a 5.1% rise in group sales and lifted its full-year profit outlook to £2.9 – £3.1bn for FY25/26 -displaying resilient amid performing well on costs control (Anon., 2025).

[bookmark: _Toc210816557]Social Factors
Tesco is preparing for changing consumer tastes impacting its product strategy. But plant-based and ethically sourced products are booming. Some 39% of UK consumers are consciously cutting sugar, a third (33%) are trying to eat less meat and 24% say they are purchasing more plant-based products, (Anon., 2025) according to the Food Standards Agency. Tesco, meanwhile, has broadened its Finest proposition and introduced more than 470 new products in the first half of 2025/26, including healthier and indulgent lines (Anon., 2025). And the company is committed to inclusive hiring and helps local communities through charity work and food redistribution schemes. 

[bookmark: _Toc210816558]Technological Factors
Tesco Strategy is Smart With digital transformation at the core of Tesco’s strategy. Online sales increased 11.4% year-over-year, and the company introduced F&F clothing online, while expanding its rapid delivery service, Whoosh (Anon., 2025).  Artificial Intelligence and data analytics are also being used by Tesco to tailor customer interaction through Clubcard and retail media platforms. Tesco will continue developing its logistics with the launch of a semi-automated distribution centre in Aylesford which will complement fresh food offering (Anon., 2025). These investments in technology enhance operational efficiencies and customer service.

[bookmark: _Toc210816559]Legal Factors
Tesco must abide by a multitude of regulations, from food safety laws to employment rules and data protection. In 2023 Tesco Bank was fined £16.4million by the Financial Conduct Authority due to so called “failings” in their fraud prevention, proof of how crucial compliance systems is for companies (Anon., 2025).
The 2025 introduction of EPR regulations has made packing compliance costs rise which in turn is leading Tesco to innovate around sustainable packaging (Anon., 2025).

[bookmark: _Toc210816560]Environmental Factors
Tesco is working to deliver net-zero carbon for its operations by 2050 and has made great strides in addressing food waste and energy. The company’s sustainability goals include using 100% of renewable electricity and creating better product transparency (Anon., 2025).
Additionally, environmentalism pushes consumer behaviour away from harmful goods and toward ecofriendly products. These trends fit with Tesco’s drive to promote plant-based foods and cut down on plastic, helping its brand.

[bookmark: _Toc210816561]3. Critical Analysis and Evaluation

It can be concluded that TESCO operates in a multi-faceted and high volatile business environment according to the PESTLE analysis. Political and legal considerations like regulatory costs and compliance burdens demand tactical nimbleness and forward-looking risk mitigation. Tesco’s lobbying prowess and ability to shape policy as well as respond to new regulations is helpful in keeping things running smoothly. Consumer behaviour has been altered by economic conditions, most notably inflation. 
Tesco's pricing tactics, spearheaded by Clubcard deals and Aldi Price Match, suggest that they understand Kotler’s Marketing Mix theory specifically its significance as one of the aspects in the mix value perception. Tesco remains competitive because it achieves a balance between cheapness and quality. Contemporary societal trends are based on Maslow’s five-stage model of human needs, where people have appealed to products to maintain and develop their health, physical as well as spiritual wellbeing. It is these motivations that Tesco product innovation and community engagement reinforce to help drive customer loyalty. 
Tesco benefits from technological innovations that are associated with Mintzberg’s emergent strategy model, which results in a flexible reaction to market variations. Automation, AI and digital platforms investments drive efficiency gains that enable personalised marketing, and which is crucial in an increasingly data-driven retail world.
Carroll’s CSR Pyramid is also relevant to Tesco due to the legal and environmental aspects, for example provisioning of energy saving devices in store. Tesco’s adherence to EPR and investment in renewable energy is evidence of the retailers’ efforts to commit itself to long-term sustainability.
In the end, Tesco’s strategic moves are influenced by environmental jolts and its own strengths. Its capability to incorporate marketing considerations, track what consumers like and don't and invest in technology bode well for continued growth.


[bookmark: _Toc210816562]4.Conclusion
[bookmark: _Toc210816563]Key Findings
· Tesco’s strong points are market leading position, Digital offer and Customer loyalty.
· Externally, here are the challenges – inflation at 4%, regulatory costs and fierce competition.
· The opportunities are in the development of health-conscious products, sustainability and automation.
· Challenges include economic instability, compliance risks and environmental pressure to act now.



[bookmark: _Toc210816564]Recommendations
1. Increase Digital Capabilities: Scale AI-generated personalization and optimise online logistics.
2. Reinforce sustainability strategy: Speed up packaging innovation and encourage consumers to use plant-based products.
3. Enhance Regulatory Compliance: Spend money for fraud prevention and legal risk mitigation solutions
4. Adapt Pricing Strategy: Value/quality proposition must still be balanced to maintain price sensitive customers.


[bookmark: _Toc210816565]Reflection

For strategic planning, situational analysis is a must. It allows companies to prepare for what is coming in the next months, put their internal resources in line and make decisions knowing the whole picture. For Tesco, the application PESTLE model helps it - to have an overall understanding of its operating environment- To determine how does the world around it operate and what does it work on? This guide will help achieve empowerment actions toward resiliency, innovation, stakeholder value.
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