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Executive Summary


This report has been assembled to tackle the problems that Tesco are currently facing to keep on top of the competition, and the problems that they are facing as an organisation. 

In this report the researcher will analyse the company using SWOT  and PESTLE to discuss what areas there are room for improvements and how to overcome some of the obstacles that they are facing. The information will be researched and referenced with websites, journals, text books and newspaper.

The conclusion will be based on the information gathered through research. 
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1.0 Terms of Reference

Tesco have requested a report on the 29/03/2019 from Raymond Tee to research and identify issues that the company are currently facing with the performance of the business and analyse the impact the stakeholders have in the company. The researcher will therefore offer ideas and recommend any obstacles that may be in the way of the company reaching its goal to be successful worldwide and have a stronger foothold in the current UK market.

2.0 Procedures 

In this report the researcher will gather information about the relevant topics from websites online, online journals, text books, resources from the library and Moodle. In this report will discuss the ongoing problems that are currently being faced at Tesco and any potential solutions to resolve them.



















3.0 Findings

3.1 

Tesco is the leading retailer of grocery shopping in the UK. Currently they have an estimated staff of 440,000 with over 6,800 shops around the world including countries such as India, Malaysia, Thailand and Czech Republic. They are celebrating 100 years since they first opened this year. In 1919 a man called Jack Cohen started selling surplus groceries from a stall in East End of London, years later he met TE Stockwell who was a partner in a tea company with Jack and merged their names together TESCO. In 1929 they opened the first Tesco store Edgware, North London, 1948 Jack Cohen went to North America for a research visit and then opened a self-service store which was unheard of at the time. Fast forward to 1960 Tesco started selling household items and clothing, in 1973 was the start of petrol pumps at bigger stores. The 90’s was where Tesco changed the market, 93 they introduced Tesco Value items and the slogan “every little helps” was launched, 95 was when the Tesco club card made an appearance and Tesco stores over the world opened, 97 saw Tesco personal Finance being introduced and 98 was the start of Tesco Finest range. The year 2000 was when tesco.com was bought online, and now in 2019 you can almost buy anything in Tesco from computer games to mobile phones to life insurance.

https://www.tescoplc.com/about-us/history/











3.2

The researcher has looked at a number of ways Tesco have monitored and reviewed its business performance in the last 5 years. Most recently Tesco have closed their non-food website Tesco Direct following thorough inspection that there was “no route to profitability” for the business making a loss, which was created in 2006 to rival Amazon. 

Tesco have said that the service online faced a number of difficult tests which include online marketing, and high costs of fulfilment that have stopped it from becoming the stand out business of Tesco besides food. The end of year results for 2018 show that whilst the food sales rose by 2.9% online general merchandise sales fell by 11.3% and general merchandise took a hit of 0.4%.

The site will officially be closed on 9th July 2018, putting jobs on the line at its Fenny Lock fulfilment centre it is said that close to 500 members of staff could be affected. Tesco have now begun to sell some of these items on the main website Tesco.com such as toys, and the F&F clothing range.

https://www.marketingweek.com/2018/05/22/tesco-close-tesco-direct/
















3.3

The researcher will now talk about the current problems that Tesco are facing, in 2014 Tesco was involved in an accounting scandal where they had overstated profits by £326 million, this overstatement was due to how booked payments from suppliers. 

Tesco have since been forced to pay out £235 million in settlements to various organisations regarding this issue, there will be a fine of £129 million as part of a deferred prosecution agreement with the Serious Fraud Office and another £85 million that will be paid to the Financial Conduct Authority.

https://www.theguardian.com/business/2017/mar/28/tesco-agrees-fine-serious-fraud-office-accounting-scandal

As of 2019 thousands of jobs could be at risk as Tesco are currently looking at the possibility of closing the meat, fish and deli counters, as well as making the in store bakery smaller and swapping the current staff canteen and replacing them with vending machines. 

With up to 15,000 jobs on the line, the cut backs are planned to help reduce £1.5 billion from Tesco’s cost base as they try to fix profits that have not recovered from the events of 2014. The report proposes that some counters will close and others will have the hours shortened, these cuts will affect majority of the 732 larger stores.

This is not the first time that Tesco have considered cutting jobs, in January 2018 Tesco axed around 1,700 members of staff and also when they closed the call centre in Cardiff with 1,100 people losing their jobs.

Getting rid of these counters could have significant consequences for Tesco’s as some customers would feel “alienated” and remove a key point, shoppers who usually use these counters spend more and are loyal although they don’t contribute much to the sales. Its part of the ambience of being a grocery store that sells fresh food and if you take that away you will lose something.

https://www.scotsman.com/business/management/tesco-job-cuts-supermarket-to-axe-15-000-jobs-reports-1-4863216






































3.4 Analysis of Tesco

3.4.1

The researcher will now undertake a SWOT analysis of Tesco, and talk about the company and what they can do to improve things going forward with the business plans.

Strength 

The brand name of Tesco has global recognition and respect for the quality of products that they sell.

The company have kept up with the latest times with online shopping and self service tills to reduce to wait in queuing times, and also scan as you shop. 

They have added a variety of different ethnic backgrounds food products into stores e.g. packet noodles, parathas, and samosas which weren’t available before and makes it more convenient for shoppers all around.

Tesco is considered to be one the largest and most profitable supermarket stores in the world, they have won numerous awards for customer service, and shopping experience.

They have been trading in the UK for many decades, giving the company guarantee and reliability that it will carry on that way in the future.

Weakness 

Although Tesco has been successful in other countries outside of the UK, it has also had some failures outside of the UK in America and Japan, in 2012 they had to close the stores in both countries. The failure of both countries means that they have not researched enough the oversea market and that weaknesses in understanding the target audience. 

Competition from other supermarket chains have led to price wars that have effected the profit margins of the company, when they should have targeted other methods to gain the competitive edge.

Customers are purchasing less products due to income, and Tesco have not adjusted its selection and inventory, leaving high inventory in the warehouses.

Opportunity 

There is a great opportunity to further develop the online shopping and its home delivery services to other areas.

In the countries that Tesco are struggling there could be a possibility to merge with local brand or well known grocery store to help with understanding the market with research and an insight into how to overcome problems.

There is potential to form alliances with other well known brands and admired companies to offer different products to the customers e.g. Carphone warehouse in the Tesco stores with special offers on the Tesco mobile contracts/sim deals.

Threats 

With the situation with Brexit still not resolved, there will be uncertainty over the cost of goods from the European market and shipping from other countries in the world.

Competitive threats from other leading retailers and up and ever growing popularity of foreign supermarkets e.g. Aldi and Lidl which are able to offer products for a lower price and more variety,  

The potential increase of national minimum wage, would mean that profit margins would take a significant hit, and would probably mean an increase in price for products.
 
https://www.howandwhat.net/swot-analysis-tesco-tesco-swot-analysis/

https://businessteacher.org.uk/swot/tesco.php
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3.4.2

The researcher will now provide a detailed external environmental analysis of Tesco supermarket with PESTLE will discuss the uncertain environment which Tesco face, discussing 3 factors that will affect performances and operation.

I. Economical Factor – Labour costs has a tremendous economic impact that will affect the supermarket. The reported wage bill for Tesco is £4.5 billion, in 2018 the national minimum wage for 25 years and older increased by 4.4% as a result of this Tesco suffered heavily and cost them millions of pounds. Presence and diversity overseas are two important methods in previous years and have played a part in the success of the company. Tesco have the most customers out of the “big 4” in the UK with a 27.7% share in the grocery market.
II. Social Factor – as time progresses so does the consumer needs, people now a days want same day or next delivery, flexible return policy. They prefer to do all their shopping in one place, Tesco is heavily reliant on UK customers and must provide these services  in order to keep the customers happy. Obesity is becoming a major issue in society and customers are checking what they are eating more now than ever, Tesco should realise this and consider the demand for organic food.
III. Environmental Factor – Tesco encourages their customers to shop on tesco.com. Tesco delivery drivers will use the shortest route to homes they will also collect unwanted plastic bags from the shopper and recycle them. Tesco plan to use renewable sources and generate 100% of its electricity by 2030. The company have pledged to cut their carbon footprint by up to 50% by 2020

3.4.3

Stakeholder – A stakeholder is anyone who has an interest in a business. Stakeholders can be individuals, groups or organisations that are affected by the activity of the business.

A list of current stakeholders for Tesco would be

Customers
Suppliers
Creditors
Directors
Employees
The media/social media

All of these have people have an impact on the running of the business. Customers are the key to any business, they are the ones that are purchasing products from the company and if they aren’t satisfied with the quality of the products they will go elsewhere. Employees these include managers, directors and shop floor workers. Everyone has a different role to play – shop floor workers will do the day to day running of the store such as stock replenishing, fixing any problems on self service check outs. Managers are responsible for creating goals and a good atmosphere of the working environment and the performance of the section they are out in charge of. Directors have a say on how the business should be run and if any changes need to be made, they have a direct financial stake in the company by investing their money into the company. Suppliers deliver the products to the different Tesco stores around the country. Social media is becoming more and more popular now and there would be no hiding any news that comes out, any bad news would that is released could have severe consequences for the company.

https://www.ukessays.com/essays/business/investigate-profit-tesco-and-non-profit-oxfam-business-essay.php




4.0 Conclusion

The researcher has gathered information to suggest that Tesco will still be very successful in the future, but the smaller grocery shops such as Aldi and Lidl are catching up rapidly because they can offer a variety of products that Tesco can’t, and also the prices of other products such as vegetables that are cheaper than Tesco. Another problem Tesco face is the potential merge of Sainsburys and Asda stores, this causes a problems because they could lower their prices of products in both stores to compete with Tesco meaning Tesco again would have to lower prices as well as competing with Aldi and Lidl. There are problems for Tesco in there stores away from the UK, not knowing the international market seems to be one of the key reasons why he haven’t been as successful as they would hoped. There needs to be more research done out in these countries so they know what the customers needs and values are, merging with companies or a well known brand in these countries could significantly improve things and give them a better understanding of how things work and can plan for greater improvements in the future.
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