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1.Introduction
[bookmark: _Int_cqlUwqLX][bookmark: _Int_XHOTQlkH]Tesco PLC is a leading UK-based retailer operating in the grocery and general merchandise industry. Its principal activities include supermarkets, convenience stores, online grocery shopping and wholesale distribution through Booker. Its product portfolio includes fresh food, household essentials, clothing and private-label products. Tesco also uses its Clubcard loyalty programme to encourage customer retention and deliver personalised promotions. In its 2024/25 financial year, Tesco reported group sales of £63.6 billion and a UK grocery market share of 28.3% (Tesco PLC, 2025).
The purpose of this report is to evaluate Tesco’s strategic position using SWOT analysis, which identifies internal strengths and weaknesses alongside external opportunities and threats. The analysis applies strategic management and marketing theories to evaluate how these factors influence Tesco’s marketing decisions and long-term competitiveness.


2. Situational Analysis: SWOT
2.1 Strengths
Strong brand and market position. Tesco’s extensive store network, established reputation and significant market share provide economies of scale and broad customer reach. Barney (1991) argues that valuable and difficult-to-imitate resources can support sustained competitive advantage. Tesco’s brand, distribution infrastructure and customer relationships can therefore support competitive pricing and effective marketing campaigns.
Customer loyalty and data capabilities. Clubcard enables Tesco to offer targeted discounts and personalised promotions using customer purchasing information. Aaker (1996) identifies brand awareness, perceived quality and loyalty as important components of brand equity. Tesco can use these capabilities to increase repeat purchases, improve promotional relevance and differentiate its offer from competitors.
Multichannel retailing. Tesco combines physical stores with online shopping and convenience services. These channels allow customers to choose how they shop and provide opportunities for cross-channel marketing. Such capabilities can support responsiveness to changing consumer behaviour (Teece, Pisano and Shuen, 1997).
2.2 Weaknesses
Pressure on profit margins. Tesco must balance competitive prices with profitability, particularly when discount retailers offer lower-priced alternatives. Extensive store operations, staffing, logistics and energy requirements create substantial operating costs. Price reductions may attract customers but can weaken margins if additional sales do not compensate for lower prices.
Complexity of the customer offer. Multiple promotions, loyalty prices and product ranges can make purchasing decisions confusing. Customers who cannot easily understand the value offered may become dissatisfied. Kotler and Keller (2016) emphasise the importance of delivering customer value through an appropriate marketing mix. Tesco must therefore communicate pricing clearly and ensure promotions support customer satisfaction rather than merely increasing short-term sales.
2.3 Opportunities
Expansion of digital marketing and online retail. Growth in online grocery shopping creates opportunities to improve personalised recommendations, digital promotions and convenient delivery services. Tesco can integrate Clubcard insights with online shopping behaviour to increase basket values and encourage repeat purchases. However, personalisation should remain transparent and respect customer privacy.
Demand for healthier and sustainable products. Greater interest in nutrition, responsible sourcing and reduced food waste creates opportunities for Tesco to develop healthier product ranges and communicate sustainability initiatives. Differentiated own-brand products could strengthen customer loyalty while supporting premium positioning. Grant (1991) argues that strategy should build on the relationship between resources, capabilities and market opportunities.
Growth in value-oriented private labels. Tesco can develop affordable own-brand products while maintaining premium options through its Finest range. This approach enables the company to serve price-sensitive consumers without abandoning opportunities to generate value from higher-quality products.
2.4 Threats
Intense competition. Aldi, Lidl, Sainsbury’s, Asda and online retailers compete through pricing, convenience and product differentiation. Government grocery market statistics identify Tesco as the market leader, while discount retailers collectively hold a substantial market presence (Department for Environment, Food and Rural Affairs, 2026). Continued discount-sector expansion threatens Tesco’s customer retention and pricing power.
Economic uncertainty. Household budget pressures can encourage customers to switch retailers, reduce discretionary purchases or prioritise essential goods. Tesco may need to increase promotions and maintain competitive prices, potentially reducing margins.
Changing consumer expectations and technology. Consumers increasingly expect convenient digital services, relevant promotions and responsible business practices. Failure to adapt could weaken Tesco’s reputation and customer relationships. Porter (1985) highlights differentiation and cost advantage as important sources of competitive positioning, requiring Tesco to manage both affordability and service quality.


3. Critical Analysis and Evaluation
The SWOT findings indicate that Tesco’s principal strategic advantage lies in combining market scale, brand recognition, customer data and multichannel distribution. Nevertheless, these strengths do not automatically guarantee sustainable success. Johnson et al. (2017) argue that strategy requires alignment between organisational capabilities and the external environment. Tesco must therefore convert its resources into customer value rather than rely solely on its market-leading position.
A priority is value-based marketing. Competition from Aldi and Lidl means Tesco must demonstrate that its prices, quality and convenience justify customers’ continued loyalty. A broad price-cutting strategy could weaken profitability, so Tesco should use selective price matching on key products while differentiating its premium and own-brand ranges. This balances cost competitiveness with differentiation (Porter, 1985).
Second, Tesco should strengthen its data-driven marketing strategy. Clubcard provides opportunities to personalise communications and improve promotional effectiveness. However, customer data should be used responsibly, and personalised discounts should be easy to understand. Hill and Westbrook (1997) warn that SWOT exercises can become ineffective when findings are descriptive, unprioritised and disconnected from implementation. Tesco should therefore evaluate marketing campaigns using measurable indicators, including customer retention, conversion rates, average basket value and promotional profitability.
Third, Tesco should connect sustainability and health initiatives to its product and communication strategies. Developing affordable healthier products could attract health-conscious customers while reinforcing brand trust. However, sustainability claims must be supported by evidence to avoid reputational damage. Dynamic capabilities theory suggests that firms must continually adapt their resources and processes as markets change (Teece, Pisano and Shuen, 1997).
Finally, SWOT has limitations because it simplifies complex market conditions and can rely on subjective judgements. Helms and Nixon (2010) recognise its continuing relevance in strategic planning, while Gürel and Tat (2017) explain its role in identifying organisational and environmental factors. Andrews (1971) similarly emphasises the importance of aligning organisational capabilities with external conditions. Consequently, Tesco should supplement SWOT with market research, competitor benchmarking and financial performance data rather than treat the analysis as a definitive forecast.



4. Conclusion and Recommendations
This report identifies Tesco’s brand strength, market position, Clubcard programme and multichannel operations as important competitive advantages. However, margin pressures, intense discount-sector competition and changing customer expectations present significant challenges.
Three recommendations follow. First, Tesco should maintain competitive prices on essential products while differentiating its premium and own-brand ranges. Second, it should improve responsible, data-driven personalisation and measure campaigns against retention and profitability. Third, it should expand affordable healthier products and substantiate sustainability communications with measurable evidence.
Overall, SWOT analysis supports strategic planning by connecting internal capabilities with external opportunities and threats. Its value depends on prioritising findings, testing assumptions and translating recommendations into measurable actions.
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