Principles of Marketing
LCBB5015
Tutor 
van Rodriguez Hernandez
Mohammed imran
2313646



Situational Analysis Report: Tesco PLC (UK)
Introduction
Tesco PLC stands as the largest supermarket retailer in the United Kingdom and is one of the foremost grocery chains in the world. Established in 1919, Tesco operates across various sectors, including food retail, financial services, and online grocery shopping. Its primary offerings encompass groceries, clothing under the F&F brand, household goods, and banking services through Tesco Bank. With approximately 27% of the UK grocery market share, Tesco is the market leader, surpassing competitors like Sainsbury’s and Asda (Statista, 2024). 
This report delivers a situational analysis of Tesco PLC to assess the internal and external factors influencing its strategic decisions and organisational performance. The analytical models employed include PESTLE and SWOT analyses. The PESTLE analysis investigates macro-environmental factors affecting the organisation, while the SWOT analysis evaluates Tesco’s internal strengths and weaknesses in conjunction with external opportunities and threats (Johnson et al., 2023). Together, these tools afford a comprehensive understanding of Tesco’s strategic position within the UK grocery sector.













PESTLE Analysis
	Factor
	Impact on Tesco

	Political
	Political factors significantly affect Tesco’s operations due to its dependence on international supply chains and compliance with UK government regulations. Brexit has altered trading relationships with the European Union, resulting in increased customs procedures, transport delays, and administrative costs (Dhingra et al., 2017). In addition, government intervention in food pricing and policies such as minimum wage legislation has increased labour and operational expenses, placing pressure on profit margins (CMA, 2023).

	Economic
	Economic conditions in the UK continue to influence consumer spending behaviour and Tesco’s pricing strategies. High inflation, rising energy costs, and stagnant wage growth have reduced household disposable income, encouraging greater price sensitivity among consumers (ONS, 2024). As a result, Tesco has expanded its value and own-brand ranges to maintain market share. Exchange rate volatility also affects import costs, particularly for fresh produce sourced from the European Union, which can lead to fluctuations in retail prices (Porter, 2008).

	Social
	Social and demographic trends have altered consumer expectations within the grocery sector. There is increasing demand for convenience foods, online shopping services, and healthier product options (Kotler et al., 2022). Furthermore, ethical consumerism has grown in importance, with customers placing greater emphasis on corporate social responsibility and sustainable business practices. Tesco’s initiatives to reduce food waste and support community food banks enhance its corporate image and contribute to stronger customer loyalty (Carroll, 2016).

	Technological
	Technological developments play a central role in Tesco’s operational efficiency and marketing strategy. The Clubcard loyalty scheme allows the company to collect and analyse customer data in order to personalise promotions and improve inventory management. Investment in automation, artificial intelligence, and digital platforms has enhanced supply chain efficiency and customer service quality (Laudon and Traver, 2023). However, increased reliance on digital systems also exposes Tesco to cybersecurity risks, which may undermine consumer trust if data breaches occur.

	Legal
	Tesco operates in a highly regulated environment and must comply with numerous legal requirements relating to food safety, employment law, and data protection. The General Data Protection Regulation (GDPR) governs how customer data is collected and stored, making compliance essential for maintaining public trust. In addition, the Competition and Markets Authority monitors pricing behaviour to prevent abuse of market power and ensure fair competition within the retail sector (CMA, 2023).

	Environmental
	Environmental factors have become increasingly significant due to the effects of climate change on agricultural production and rising consumer expectations regarding sustainability. Tesco has committed to achieving net-zero carbon emissions by 2050 and reducing plastic packaging across its product ranges (Tesco, 2024). These initiatives strengthen Tesco’s reputation as a socially responsible retailer but also increase operational costs, creating a strategic challenge between environmental responsibility and cost efficiency (Elkington, 1997).


SWOT Analysis
	Category
	Key Issues

	Strengths
	Tesco benefits from strong brand recognition, a wide national store network, and significant economies of scale. Its advanced data analytics capability through the Clubcard scheme enables targeted marketing and improved customer retention. These resources provide a competitive advantage that is difficult for smaller rivals to replicate (Porter, 2008; Barney, 1991).

	Weaknesses
	A key weakness for Tesco is its high operating cost base, particularly in relation to labour, logistics, and energy expenses. The company is also heavily dependent on the UK market, which increases its exposure to domestic economic conditions and regulatory changes. Past accounting scandals have further weakened stakeholder trust and damaged the organisation’s reputation (Johnson et al., 2023).

	Opportunities
	Opportunities exist through continued growth in online grocery services and the expansion of digital technologies such as artificial intelligence for demand forecasting and supply chain optimisation. In addition, rising consumer interest in environmentally friendly and ethically sourced products presents an opportunity for Tesco to differentiate itself from competitors through sustainability initiatives (Elkington, 1997).

	Threats
	Tesco faces significant threats from intense competition within the UK grocery market, particularly from discount retailers such as Aldi and Lidl, which compete aggressively on price. Rising supplier costs, regulatory pressures, and potential supply chain disruptions also threaten profitability. Cybersecurity risks further pose a threat to consumer confidence and operational continuity (Porter, 2008; CMA, 2023).


Critical Analysis and Evaluation
The combined findings of the PESTLE and SWOT analyses demonstrate that Tesco operates within a highly competitive and volatile external environment. Political and legal pressures restrict operational flexibility, while economic uncertainty intensifies price competition across the grocery sector. According to Porter’s Five Forces framework, high buyer power and intense rivalry reduce industry profitability and require Tesco to maintain cost efficiency while sustaining differentiation strategies (Porter, 2008).

From a resource-based view, Tesco’s data analytics capability and large-scale distribution network represent valuable, rare, and difficult-to-imitate resources that support competitive advantage (Barney, 1991). Stakeholder theory also highlights the importance of balancing the interests of customers, employees, suppliers, and regulators in order to maintain organisational legitimacy and long-term performance (Freeman, 2010). Social and environmental pressures increasingly influence strategic decision-making, requiring Tesco to balance low-price strategies with ethical and sustainable business practices.
Conclusion and Recommendations
This situational analysis identified key political, economic, social, technological, legal, and environmental factors shaping Tesco’s strategic environment. Internally, strong brand equity and data-driven capabilities support competitive positioning, while high operating costs and market dependence present ongoing challenges. Recommendations include increasing investment in digital innovation, strengthening sustainable sourcing practices, and expanding value-based product ranges to meet changing consumer needs. Situational analysis is essential in strategic planning as it enables organisations to anticipate external threats, identify growth opportunities, and align internal resources with environmental conditions to achieve long-term success (Johnson et al., 2023).
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