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Within this report is a detailed analysis of the reasons behind the decision of the Superstore Tesco to make 1700 redundancies to its management and whether this decision has to lead further implications for the organisation, affecting the functionality of the organisation and its ability to meet its targets.                                                                    Tesco is a UK retailer originally selling groceries but now have also diversified into trading all manner of goods from clothing, electrics, homeware and petrol. Along with selling goods, they have also set up services for consumers such as Tesco banking, money exchange services and Tesco mobile.                                          The findings within this report were that many problems were not faced and dealt with when they first started to occur which lead to Tesco having to major problems within their company such as losing brand loyalty, a drop in customer satisfaction, share prices plummeted and also Tesco profits to fall extravagantly in the past years.                                                                                                                                              After analysing ways they could overcome these problems using the fishbone diagram and the 5 Whys analysis, it was clear that they are in no position to start a price war as they would be unable to meet the low costs from their competitors Aldi and Lidl, so must look for other areas where they can retain customers and gain new ones such as providing a higher standard of customer loyalty.








INTRODUCTION

In this report I will look at how redundancies made to Tesco management will affect the overall running of the organisation. To be able to achieve a full understanding of this bold business action I will use problem-solving techniques, the first being Ishikawa diagram, and the second being the 5 whys analysis.                                                                                                                                                                   By doing this it will help me broaden my understanding of the reasons behind these actions and also discover whether Tesco who have decided to undergo the redundancy process in an aim to reduce costs, will or will not improve their financial position in the long term as well as short.

REPORT REMIT

This is a complete report whereby the objective is to fully scope out a problem, in this instance, I have chosen to use a major problem that the Superstore Tesco is currently facing which is to cut 1700 management roles throughout the company in order to meet its target of cutting costs by £1.5 billion. In order to find the reasons behind this decision, I will use multiple formal problems solving techniques including Ishikawa diagram and the 5 whys analysis.                                                                                                                        Once I have gone into depth analysing and researching the reasons behind this major movement  I will then continue on to make recommendations in line with the findings from these models and approaches to problem-solving.


BACKGROUND TO THE ORGANISATION

Tesco is a Superstore originating in the UK which started off selling groceries but have now expanded into selling all manner of goods from home furniture, technology to also providing its consumers with services such as Tesco banking. Tesco was formed by Jack Cohen who opened his first store in 1929, selling Tesco first branded product, tea! Looking on the organisation's website it is obvious that Tesco has come a long way since then boasting; "Our operations in the UK are the largest within the Group, with over 3400 stores and over 310,000 colleagues" (Tesco plc, 2018). 
Tesco has also set the standard for competitors by successfully establishing services such as the same day grocery delivery service, this service was the first of its kind for retailers in the UK. The Tesco website informs us that "access to over 300 stores across the UK, covering over 99% of UK households, from the Shetland Islands in Scotland to Cornwall in south-west England" (Tesco plc, 2018).


THE PROBLEM – 1700 redundancies to Tesco management

In January it was announced that the superstore Tesco would be making cuts to the organisation attempting to lessen the impact of growing costs by making employees in management roles redundant. The chief executive of Tesco has described this strategy as "the difficult but necessary changes, which will deliver simpler, more helpful experience for colleagues and customers" (Davies, 2018), With also the retailer coming to the decision that "it could operate more efficiently without its army of 1700 people manager, compliance managers and customer experience managers" (Vandevelade, 2018).                                                                  Since the beginning of 2017, 2300 jobs in the organisation have been cut excluding 1700 that are currently ongoing in a bid to help achieve their aim of cutting costs by £1.5 billion; "The latest wave of job cuts are part of a plan to slash £1.5bn from Tesco's cost base" (Butler, 2018).                                                                            Although through the media Tesco is portraying this readjustment as a positive way forward for the company, the dismissal of 1700 staff to the management, will create implications and I am questioning this decision, analyzing the impact that this will have to the function of the organisation and its ability to meet its targets.                                                                                                                                                                            

PROBLEM-SOLVING TECHNIQUES

The problem-solving techniques I will be using in this report will be Ishikawa diagram and the 5 Whys analysis. I have chosen these two techniques as they can be used together helping to identify initially the surface problems and also the root causes. "(fishbone) the diagram helps you explore all potential or real causes that result in a failure or problem. Once you have established all the inputs on the cause and effect diagram, you can use the five whys technique to drill down to the root causes" (Root cause analysis using the 5 Whys, 2016).                   
Ishikawa Diagram                                                                                                                                                            Ishikawa diagram also commonly referred to as the fishbone diagram can be used in a number of situations in order to help understand what caused a problem to form, once we underpin the contributing factors we can then begin to work on preventing this problem from reoccurring.                                                           This problem-solving technique can be adapted to fit problems in many organisations one being centres for medical care services who described the diagram as so, "help in brainstorming to identify possible causes of a problem and in sorting ideas into useful categories. A fishbone diagram is a visual way to look at cause and effect. It is a more structured approach" (Cms.gov, 2016).                                                             CMS. Gov also provided an example of an Ishikawa diagram which I will use as a tool to help me create my own diagram in the next section "Solving the problem". 
[image: ]
Figure 1, Ishikawa Diagram (Cms.gov, 2016).                                                             
To use the fishbone diagram you must start with the most important causes being positioned at the beginning of the diagram in this case where it says "problem statement"; The main causes titles are placed in the upper zone and the lower zone of the diagram, with the potential complications that could have contributed to the overall problem to do with the title such as staff/people being placed along the stem.
5 Whys analysis
"By repeatedly asking the question 'why?', you can quickly identify the source of an issue or problem, allowing you to focus resources in the right areas"    (Improvement.nhs.uk, 2018)                                           
To use the 5 whys analysis, firstly you have to establish the problem.  Making the problem specific will help to accurately find the root causes. Once the problem is identified you can then begin to Use brainstorming to ask why the problem accumulated avoiding assumptions and guessing.  Once you have an answer to the source of the problem, continue to ask ‘why?' again and take note of the response. Until there's an agreement that the problem's root cause has been identified. This may take more than five ‘whys?'.
                                       
SOLVING THE PROBLEM

In this section I will be carrying out the application of the problem-solving tools and techniques, using them to solve the problem that I have identified, with the end aim in mind to be able to propose a number of solutions.
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Figure 2. Ishikawa diagram, 1700 redundancies made to Tesco management.                                               
I found that using this diagram helped to scope out problems hidden in different sections of the organisation. It allowed me to understand all the contributing factors that have helped to cause this rash movement that Tesco has decided to make and also realise the scale at which they are doing so. For Example before creating this diagram I was not aware that overall Tesco would be making 10,000 employees redundant throughout the company.                                                                                                  Looking at the diagram, one of the most influential factors would be the £1.5 billion cost cuts that Tesco needs to make. If it wasn't for this aim I believe that this drastic action would not have been needed. This number is very large even in comparison to the size of the company, from the financial year 2016 to 2017  Tesco managed to create a revenue of 28.3 billion achieving an operating profit of £885 million (Tesco plc, 2018) so to cut this number in costs would in theory be very beneficial to their overall profit in the short term, although found on Forbes an article explains; "When you cut costs without considering the impact on employees, customers, and overall loyalty, you make a conscious decision to follow a short-term path with poor long-term results" (Forbes.com, 2018). Another source that I came across also supported this statement saying redundancies have a negative impact for the rest of the workforce;                                                                                                                                                                    "damaging kind of workplace change as it undermines morale, confidence, trust and comfort of staff. The research further found that redundancy has a negative impact on share price" (Impact Of Organizational Culture (OCB), 2017) 
Under the heading External factors, I placed competitors (consumers choosing to shop at discounted stores). This would have helped to cause the problem we are looking at as new competitors entering the market are giving consumers to shop around and compare prices in order to get better value for their money. Unfortunately for Tesco the new competitors are discounted grocery stores which means that customers will be able to buy more goods at stores such as Aldi and Lidl than they could compare to Tesco, Sainsbury's and Morrison's.
Although this diagram was helpful with finding problems that help to create the problem, It did allow me to go into much depth and question what caused these smaller problems to arise. This is why I am now moving on to using the 5 Whys analysis to help uncover the root causes.                                                                                       1. Why was 1700 job redundancies made?                                                                                                                 This was a decision was made In order to meet with Tesco aim of reducing costs by £1.5 billion. At the moment this target is not being reached from 2016 -2018 currently £485 million has been cut, but this is not enough so in Tesco financial statement claimed: "Further cost savings of £259m achieved in 1H towards the £1.5bn medium-term target; £485m to date" (Tesco plc, 2018).                                                                                           2. Why was the £1.5 billion target set in the first instance?                                                                            The beginning of this cost cut was sparked after a war of superstores began seeing a rapid increase of consumers moving from superstores such as Tesco and Sainsbury's to foreign discounted stores such as Aldi and Lidl. Due to this movement, Tesco saw "near 60 percent drop in 2014/15 trading profit" (Tesco decline, 2018). Although this leads me to the next question;                                                                                              3.Why was this not foreseen in previous years and predicted in the future business plans?                                                                                          One article that I came across explained directly "there's a revolution underway in the grocery business and Tesco has taken way too long to wake up to that fact" (Finch, 2015) also commenting "Complacency and arrogance set in, and the current problems are the result" (Finch, 2015). After reading further I gathered the feeling that Tesco self-confidence and belief in their customer loyalty lead to their downfall as they were naïve in assuming that consumers would not move to new stores thinking they have become complacent in what they already know.                                                                                                                                                                


PROBLEM SOLVING IMPLEMENTATION

Looking at the factors that have contributed to the overall problem I would say the one that has had the biggest impact on the reason Tesco has had to make cuts, is a lack of customer loyalty. Customers are no longer satisfied with the items that Tesco are selling, they are items that consumers can easily purchase elsewhere such as its competitor's stores and prices which are by far cheaper.  Tesco already has a scheme whereby branded and own labelled products are compared to its main competitors which were Sainsbury's ASDA and Morrison's and if the product was cheaper in any of those three stores the customer would save the difference. Although a couple of years ago this was a good way of gaining customers back into the store which not only meant that they saved as the shopped in Tesco but it also saved them the hassle of price comparing themselves. In order to gain consumers back, Tesco need to realise that their main competitors now are also Aldi and Lidl and maybe it would be cost effective for them, in the long run, to add these two stores to the brand guarantee scheme.  Although prices are very low at these two stores this may take many years for Tesco to gain the sales they need in order to meet their targets, also the stores do not have many branded products to be able to compare prices with and this what sets them apart from the UK superstores allowing them to sell not very well known products for less.                                                                             Tesco could also look at providing a much higher level of customer service which would encourage consumers to make repeat purchases, they have already changed their stores in order to give them a more welcoming and comforting feel avoiding the old outdated look that had a sterile feel about them this sets them apart from Aldi and Lidl who do not spend costs on making the store feel welcoming. Getting staff to give a more enthusiastic service will have consumers start to develop a bond back with the store as they have a more pleasurable shopping experience. Although with the reduced number of employees this may impact the remaining employees putting more of a strain on them to carry the same level of work but aiming for a higher level of customer service, in future this may mean that Tesco will have to think about hiring more staff to help the rising levels.


CONCLUSION

In conclusion, The findings within this report was that many problems were not faced and dealt with when they first started to occur which lead to Tesco having major problems within their company such as losing brand loyalty, a drop in customer satisfaction, share prices plummeted and also Tesco profits to fall extravagantly in the past years.
Tesco losing 10,000 employees will create a great strain on the rest of the workforce as they will have to keep up the same level of work as before while also trying to provide a better customer service in order to regain the sales that they are losing to their competitors as it is near impossible for Tesco to compete in Price wars. 
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as having each team member identify the top three root causes. Ask each team member to place
three tally marks or colored sticky dots on the fishbone next to what they believe are the root causes
that could potentially be addressed.

Examples:

Here is an example of the start of a fishbone diagram that shows sample categories to consider, along with
some sample causes.

Equipment/Supplies Environmental

Location, physical
layout, visibility

Building safety

Standards or compliance Lack of ability, supervision,
with standards scheduling

Communication Lack of knowledge,

information
Document

Issues Scheduling

Rules/Policies/Procedures Staff/People

Here is an example of a completed fishbone diagram, showing information entered for each of the four
categories agreed upon by this team. Note, as each category is explored, teams may not always identify
problems in each of the categories.

Facts gathered during preliminary investigation:
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