





[bookmark: _Toc4737027]Executive Summary 
A number of textbooks, journals, websites were consulted on these topics and a conclusion drawn on what Tesco need to do to keep their customers. This report is written to analyse the issues Tesco are facing and recommendations to update their portfolio. The report will include an overview of Tesco.


[bookmark: _Toc4737028]	Terms of Reference 

On the 6th March 2019 the head of Human Resources requested a report on Tesco problems. This report aims to find the main issues and resolve the problems Tesco is facing. The report was compiled by Jasmin Begum HR consultant. The report to be submitted on 29th March 2019.
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Tesco is a large British supermarket which first shop opened in 1929 in Burnt Oak Edware, North London. It is the world’s third largest retailer and first began in 1919 when Jack Cohen and T.E. Stockwell began their partnership together, selling their first own brand product Tesco tea. 
Tesco like to keep their customers happy and know its important as that’s how customers will return. 
The UK now has over 2,200 stores ranging from the Large extra supermarkets to the small Tesco express. Tesco has developed from just selling groceries and general merchandise to having banking, insurance services, electrical goods, telephone equipment and airtime. Tesco has expanded its customers base through their website Tesco.com which has over one millions users.
Tesco’s success grants them a record-breaking sale of more than £1bn a week and after the website launch profits were hitting over £2bn. In 2007 Tesco decide to expand to the US, which fails costing £1.8bn in 6 years. Tesco unveil a £1bn makeover to UK stores and websites as profits were falling, this continues from 2013-2018 (The Guardian, 2015)
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Tesco has had a series of problems in the past which they have resolved using planned strategies and carefully monitoring and reviewing the progress. There are a few problems the researcher will be looking into and discussing.
One being the horse meat scandal in 2013, where it wiped off £300 million of Tesco’s market value (Fletcher, N. 2013) A number of burgers and beef products in the value range were tested positive for horse DNA (29%)  as well as pig DNA. The burgers which were also supplied to other big brand names such as Burger King, Co-op and Aldi were all produced in Ireland in its Silvercrest factory by the leading processor in Europe, the ABP (Anglo-Irish Beef Processors) (Lawrence, F. 2013)
Tesco’s made sure they has traced where the meat has come from and recalled all the products that contained the horse meat, an apology was sent out for the public.
In 2014 Tesco’s Clubcard customers accounts were hacked and as a result more than 2000 user accounts got shut down. A list of email addresses, passwords and balance figure was posted online for hackers to gain access and spend vouchers and money of existing customers. The list of 2,240 accounts, which has had more than 3,000 hits since it was uploaded and victims had their accounts deactivated by Tesco. Tesco offered replacement vouchers to those who were affected and investigated the situation. They looked into their security measures and reviewed over to make it more secure (Mail Online, 2014)
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3.1 Nature
Tesco is currently looking into closing many parts of their stores such as the meat, fish and deli counters. Staff hours will also be affected as well as reducing merchandise hours as they want to simplify the way things are done and meet their customer needs (Jahshan, E. 2019) Brexit is putting Tesco CEO under pressure as the they are unsure of products being stocked at their store coming from Europe. Tesco is at risk of losing their number one position in the market as they can’t compete with the prices from Sainsbury, Asda, Lidl and Aldi. 
[bookmark: _Toc4737033]3.2 Scope
The problems that are occurring for Tesco has an effect on a lot of people, the obvious and important ones being the staff, customers, shareholders and stakeholders. The deli counters closing will be a problem for the fish and meat suppliers as they have just lost custom. The CEO and headquarters at Tesco are under pressure into making the best decisions for the company, especially with Brexit and not sure on what the outcome will be. Brexit also puts a big impact on the problems with the suppliers, wholesalers and deliveries. Tesco losing their custom has a knock-on effect with all the other services they provide such as banking, mortgages, insurance services and online
[bookmark: _Toc4737034] 3.3 Impact
These problems Tesco are facing has a big impact on the people involved, a lot of them losing their jobs or at risk and feeling under pressure. The shareholders are at risk of losing their shares, this puts a warning to others who will not then buy in Tesco shares. Loyal customers who would shop at the deli counters will not be pleased and may not return, the suppliers for the deli counters will lose their custom with Tesco. Wholesalers and suppliers from Europe are losing their custom from the UK with Brexit. The pressure on Britain’s biggest supermarket chains is intensifying as the impact of price cuts reduces takings and the discounters Aldi and Lidl grab more shoppers, losing more than 1m British shoppers a week (Ruddick, 2019).
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[bookmark: _Toc4737036]4.1 SWOT Analysis (Humphreys, A. 2005)
Strengths – 
· Tesco holds a 13% share of the UK retail market
· Tesco buy into T&S stores, plans to open 59 new stores in the UK this year
· Tesco non-food division grown so revenues now total 23%
· Voted the Most Competitive Life Insurance Provider in the Money Facts Awards 2003.
· Tesco.com is the world’s biggest online supermarket, sales of over £577 million
· Biggest grocery retailer in UK, 270 stores around the country, 96% of the UK
· Thriving global presence with more than 6800 stores in 14 countries
· Europe’s largest private employer, offers more than 743K jobs opportunities
· Obtained several international awards (British’s Favourite Supermarket, The Grocer’s Own Label Food and Drink Awards, The Grocer of the Year, ‘Waste Not Want Not‘ Award, Best Grocer Award (2018))
Weaknesses – 
· Failed operations in the US and Japan
· Fraud Trial and Accounting Scandal
· Decrease in operating profits, share prices fell more than 9%
· Low-cost strategy can lead to reduced profit margins.
· Poor operational performance in specific markets – Few stores and grocery outlets of Tesco are not performing well in certain countries
· Clubcard change without informing customers
Opportunities – 
· Make alliances with other brands, develop strategic partnerships with other companies 
· Upgrading online shopping, website easier to navigate
· Upgrade home delivery service, faster times
· Expansion of stores, global marketing
· Joint ventures in the regions where Tesco stores are underperforming
Threats – 
· Tesco advertisement causes controversy against the Christian faith (Christmas 2017)
· Tesco accused of misleading customers with fake farm brand names
· Brexit, trade deals and costs go higher
· Competition with other big brand supermarkets
· Economic crisis, government regulations, legal and tax matters all can affect the preface of Tesco
(Business Strategy Hub, 2019)
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Political factors
Tesco is operating in 12 countries including Asia and Europe. It is exposed to many political factors that can affect the operations of Tesco. These factors include Tax rates, current and impending legislation, political instability, unemployment rate, economic condition of the countries where it is operating. Import duty on goods can affect Tesco because it imports some inventory from outside UK like China and East Asia. The EU referendum is greatly creating a risk factor for investors and the British Economy is passing through hard times.
The tax on large supermarkets known as “Tesco Tax” was proposed by the local council but UK government refused this initiative mainly to avoid price hike. Similar initiatives in the future can affect Tesco negatively.
The UK government has also proposed to adopt a fat tax with the aim to control obesity and limit the medical problems associated with it (The Guardian,2011, n. p.)
Technological Factors
Few years back Tesco was facing issues like poor customer experience and horsemeat scandal. Technological advancement brought new opportunities to Tesco to regain the customer trust. Tesco embrace advancement in technological as opportunity by adopting available retrial technologies.
They introduced RFID Technology to increase in-store experience for customers. It automatically counts stock and remove it after sales. This information is also helpful for supplier of the store and replenish when required.
Tesco have developed its own online mobile payment system called PayQwid. 524 Tesco stores are using this app, Customer can download the app and link it with Clubcard and NFC technology. Customers can pay for shopping and get loyalty points.
For those who love convivence shopping, they introduced “scan as you shop” check points. Customers shop and tag products.
Environmental Issues
Many companies are facing immense pressure from government agencies to address environmental issues. companies are liable to respond these issues to benefit society.
Now Tesco encourages its consumer to shop at tesco.com. Tesco Van Drivers will not only use fuel-saving routes but also collect unwanted plastic bags from customers and recycle them.
Also, Tesco is committed to use renewable sources and generate 100% of its electricity by 2030. The company promises to minimize up to 50% carbon footprint by 2020.In the press substantial emphasis is made on global warming and the consequences associated with it.
Tesco is committed to diminish the consumption of energy and utilisation of greenhouse gases (Tesco, 2014c). Management claimed that when they are doing store adjustments they are taking into account such environmental factors (Farooq, U. 2019)
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4.3 Stakeholder analysis (adapted, Mandelow 1991)

Primary stakeholders –
· Management
· Employees
· Shareholders
· Customers
· Owners
· Suppliers
Secondary stakeholders – 
· Banks
· Competitors
· Government
· Media
· Community
· Charities
· sponsors

	Minimal Effort –
· Community
· Sponsors
· Charities
	Keep informed –
· Competitors
· Media

	Keep satisfied – 
· Banks 
· Shareholders
· Government
· Customers
· Suppliers
	Key players – 
· Employees
· Management
· Owners



Matrix diagramPower
Level of interest
High
Low
High
Low
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Conclusion
The main issues Tesco are facing is Brexit as they will struggle to get foods supplied from European countries and will come at a higher cost. This will make Tesco put their prices higher to gain profit but then lose customers along the way. 
Losing customers is another big issue, need to keep loyal and happy customers.
Competition with other big supermarkets, Tesco should try and hold on to the title of best UK supermarket
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Recommendations 
· Tesco should try and expand their stores in different markets around the world
· Perform in-depth market research and market analysis before entering a new market to avoid failure and losses.
· Upgrade the online business to make it easier for customers
· Take on board customer feedback, It can prevent any potential disapproval from the public
· Boost its marketing and advertising activities to grab more customers than its competitors.
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