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Executive Summary
	Tesco is a company that has over 4,752 stores worldwide, with little over 4000 stores operating in the UK (Bedford, 2022). Tesco prides themselves for offering affordable but quality products, with the lowest prices if possible, in the direct competitive market. With the backdrop of the pandemic, the organisation needed to forego analysis to ensure competitive advantage compared to rivals. Tesco adapted quickly to stay open during the pandemic, adjusting store layouts and invested revenue into the online venture. Tesco offers several ways of purchasing products, online, through click and collect, through scan as you shop, and in store. 
Strategic management tools were used to assess the businesses external and internal factors. Firstly, a PESTEL analysis, identified many factors such as consumer shopping trends, concerns for health, the changing technologies available and sustainability of the organisation. The Porter’s Five Forces Analysis identified that there is a high force for the bargaining powers of buyers and the threat of rivalry, however from being such an established organisation, with a high brand image and revenue, the threat from entrants and suppliers was low. The SWOT analysis highlighted that the company has invested into their online services for food items, but not non-food items. Tesco has competition form the other ‘big four’ competitors, however discounted superstores such as Aldi and Lidl are increasing in market share, possibly due to customers now searching for cheaper alternatives. From these tools, a recommendation suggested was that Tesco put their clothing brand online to ensure that they keep their market share and competitive advantage. 



1. Introduction
A strategy is generally described as a plan of action that is put in place, designed to enable an organisation to achieve an overall aim or long-term goals (Heubel, 2022). These plans can be used to provide vision and focus for an organisation, encouraging the process of decision making to support the organisation in the most beneficial ways. Strategies are usually implemented over three levels: the corporate level, the business level, and the functional level (Heubel, 2022). It is common to have several strategies implemented at each level, however it is crucial that each level communicates well with one another to ensure effectiveness. 
Strategic management is the management of an organisation’s resources, with the hope of successfully achieving its goals and objectives. Strategic management is generally described as a three-phase process, which involves evaluating the organisation on an internal and external basis, planning which direction would enable the organisation to maintain or improve their competitive advantage, and then, how these plans would be implemented across the organisation (Sammut-Bonnici, 2015). There have been many theories of understanding strategic management, which seem to be evolving over time, adapting to the ever-changing environments. 
Peter Drucker, the ‘founder of modern management’, developed the concept of Management by Objectives (Drucker, 1954), which suggested that management and employees need to work together to set goals and objectives, giving each employee responsibility. By communicating together, management can have an understanding of what employee’s experience and employees can have an understanding of what is expected of them, as well as being able to notice the employee’s contribution to the organisation’s success, however big or small (Drucker, 1954). Managers can then set clear goals for individual employees and check in with them to see what is needed for them to be successfully achieved (Thompson, 1998). Whilst ‘Management by Objectives’ (Drucker, 1954) could be seen as a time-consuming process, with extra paperwork needed, it also has the advantage of employee rewards and employee’s contribution, which can lead to an overall successful performance. 
In 1980, Michael Porter developed three generic strategies regarding achieving a competitive advantage against the competition. (Porter,1985). These strategies were labelled ‘cost leadership’, ‘differentiation’ and ‘focus strategy’ (Magretta, 2012). Cost leadership involves offering the same products and services as the competitors, although at a lower cost. Differentiation involves offering the same products and services as competitors again, however at a better quality. The third generic strategy involves focusing on the strategies of cost and differentiation. In the cost focus strategy, the company would pick a segmented target market with the aim of gaining a cost advantage. For a differentiation focus, the organisation would seek to achieve a differentiated focus for a particular market segment (Porter, 1985). For both of these strategies, the organisation would need to identify their usual customers and an identified market segment which is unreachable to the company in their current position (Porter, 1985). Porter (1980) stated that a company cannot attempt to focus on both low cost and differentiation, as it will result in the company becoming ‘stuck in the middle’. Porter (1985) stated that using the Five Forces model to establish the competitive environment surrounding the company and then following one of the generic strategies would lead to the company increasing their competitive advantage over competitors. 
Henry Mintzberg stated that it can be hard to get a strategy right and developed the concept of 5 P’s in relation to strategy (Mintzberg, 1987). These words all beginning with P, enabled the user to create a robust strategy, which highlighted the organisations strengths and capabilities, enabling them to thrive to the best of their ability. Mintzberg (1987) suggested that strategy was much more than just a plan of action, taking into consideration the organisations market position, competitors, patterns identified within the organisation, and their perspectives. The strategy considers the long term and future of the company (Coomber, 2005).
Johnson and Scholes (2002) define strategy as the long-term direction and scope of an organisation, achieving competitive advantage by using resources to the best of their ability within an ever-changing market, and fulfilling the needs and expectations of the stakeholders. The strategic plan is based on large scale future activities, that allow the company objectives to be achieved following interaction with the competitive environment. Strategic management was described as the ongoing process of the formulation, evaluation, and continuous improvement of the strategy (Johnson and Scholes, 2002). 	The strategic planning involves assessing the organisations vision, missions and objectives and scanning the competitive environment, to establish the organisations strategic position in respect of the macro environment (Stoner, Freeman, and Gilbert, 2002). The assessment of these factors allows the organisation to make the strategic choices of matching the best choices to work alongside the organisation’s best strengths and opportunities, which are then implemented across all levels of the organisation. Theorists across time have stated different definitions of strategy, adapting from the previous theorists’ views and expanding to acclimate to the current times, meaning that there is not one single definition available but rather a choice, however they all analyse the company in the hope of producing a plan of action which will lead to the competitive advantage of the company. Strategies are implemented over a minimum of three levels; the corporate level, the business level, and the functional level, all of which need to link together carefully. Failure to communicate the strategies effectively could mean failure to run the business. 
Tesco is a multinational food retailing company, based in the UK, which has 4,752 stores worldwide, with just over 4,000 of those stores based in the UK (Bedford, 2022). Tesco Group employs 345,000 employees, which work across Tesco superstores as well as the other six operations: Tesco Bank, Tesco Mobile, Tesco One Stop (convenience stores), Tesco.com, Booker (The UK’s leading food and drink wholesaler), and Dunnhumby (Customer data science that provides technology, software, and consultancy services) (Tesco PLC, 2022). Tesco’s brand themselves as putting customers first, providing affordable, healthy, and sustainable foods every day (Tesco PLC, 2022). Detailed information regarding the Tesco Group and Tesco can be found in Appendix 1. 
Charles Handy (1999) stated that companies present with four main types of organisational culture. The Power Culture was illustrated by Handy (1999) as a spiderweb, with everything focusing on the spider in the middle, which was the most important person or people, with ever winding circles expanding around it. The closer to the spider, the more influence and power associated. Power culture is heavily reliant on individuals, rather than committees, meaning that it could possibly be seen as a dictatorship, but it can work well if individuals know exactly what is expected of them. Role Culture is illustrated as a building being upheld by beams and pillars, which each hold a specific role essential to keeping the building standing. Organisation culture like this is usually seen in roles such as public sector bodies, where the market is steady, controllable, or predictable and operates in a stable environment. Task Culture is illustrated as the structure of a net, being focused on specific job or projects. Each string of the net consists of different thicknesses and strengths; however, the influence and power is held at the knots, meaning that task culture depends on teamwork to progress. Person Culture is illustrated as a loose constellation of stars, which shows the focal point as an individual and the organisations only purpose is to serve that individual. Person culture is rare, as even though some organisations may strive to be individually centred, however it is difficult to achieve as most companies and individuals have some sort of objective. This culture is usually seen in roles such as freelance workers.  Tesco seems to operate as a task culture, as it motivates team work across their employees, working in a competitive market, with continually updating consumer shopping trends. 
To analyse the current strategic position of Tesco PLC, the first strategic management tool used was a PESTEL analysis (Perera, 2017), which assessed the current business environment that the company operates in (Alanzi, 2018). Afterwards an analysis following the Porter’s Five Forces was conducted (Porter, 1979) to assess the competitive environment that the organisation operates in.  The strengths and weaknesses were then addressed during a S.W.O.T. Analysis (Teoli et al, 2022), then analysed to identify opportunities and threats to the organisation. 










2. Main Findings
2.1 PESTEL Analysis Table
	· UKGT expands tariff free trade (GOV.UK, 2020) 
	Political
	· Import tax-
post Brexit (GOV.UK, 2020)
· Independent laws in countries outside the UK
· Big Business Tax

	
	Economical
	· Increased labour costs
         (Low Pay Commission, 2022)
· Cost of living crisis (Keith Neal, 2022)

	· Sustainable practices
· Convenience 
	Social
	· Consumer shopping trends
· Demand for goods and services
· Concern for health

	· RFID Technology- automatic stock check
· Scan as you shop

	Technological
	· Continually updating software
· Issues that can arise


	
	Environmental
	· Pressure to be sustainable

	
	Legal
	· Food Retailing Commission- strict protocols
· Threat of Covid regulations 


							(created by author,2022)
There were several factors identified through the PESTEL analysis. From a political aspect, Tesco’s needs to be aware of the rules and regulations in effect in each country that it operates it, which is currently twelve countries. Brexit was also a huge cause for concern, as Tesco imports from all across the world, but the introduction of import tax due to Brexit could have an impact on profitability. However, in benefit to Tesco, the UK Global Tariff was introduced, which wiped the tariffs of items such as pizza, quiches, biscuits, waffles, confectionary and spreads (GOV.UK, 2022). This meant that on items such as these did not incur any extra tax tariffs, meaning that the profit margins were not affected.
From an economic perspective, the price of living has increased, and the UK is currently experiencing a cost-of-living crisis (Keith Neal, 2022). This means that most families in the UK are struggling to afford essential items due to reduced disposable income as a result of inflation. Tesco’s have always strived to offer affordable, everyday products for their customers, which may encourage customer loyalty. To combat this, Tesco has extended the range of affordable items that they provide, alongside ‘Aldi Price Match’, ‘Low Everyday Prices’, and ‘Clubcard prices’, offering affordable items in more places than anyone else on the market (Tesco PLC, 2022). Another factor is that labour costs are increasing, with the rate of national minimum wage increasing by 9.7% in 2023 (Low pay commission, 2022). This meant that to encourage a loyal staff team and to ensure efficient running of the organisation, Tesco’s had to increase their wages above minimum wage, to compete with other superstore retailers such as Aldi, Morrisons and Asda (Tesco PLC, 2022). 
	From a social aspect, consumer shopping behaviours are constantly changing, updating depending on seasons, the threat of adverse weather, and many other reasons. During the pandemic, Tesco.com was embraced by many customers, with online delivery order and click and collect orders, meaning that they could have a no-contact shopping experience. For some, the no contact options were through fear for health, but going forward, it has become a means of convenience for many, saving time and energy and reassurance for those who were cautious. Many people are now becoming quite health conscious in general, partly as an after effect of the covid pandemic, becoming more aware of the food and drink consumed (Milovanovic et al,2018) and, cooking more at home, which many individuals became accustomed to during covid times. Tesco’s have worked towards this aspect by increasing the supply of organic foods, increasing the meat and vegetable percentage in meals that they produce, as well as forming a partnership with the chef, Jamie Oliver, to provide healthy ready meals at an affordable price, as they are aware that convenience is sometimes an essential factor (Tesco PLC, 2022). Tesco also highly advertised embracing sustainable practices where possible, as sustainability is a factor which in forefront in customer opinions and complying with government legislation which states that an organisation should prioritise sustainability higher than funding (The Charity Commission, 2013). With over 90% of Tesco customers stating that they would like to lead a more sustainable lifestyle, Tesco increased the options available for plant-based foods to nearly 450 products and joined forces with Loop to reduce and reuse plastic packaging (Tesco PLC, 2022). Tesco also recognised the importance of customer shopping trends where customers preferred to shop in one store, rather than multiple stores and embraced the resources already available to them, which included on site pharmacies, opticians, cafes, pharmacies clothing and household items. 
From a technological aspect, technology is constantly progressing, and Tesco needs to keep up to date with all factors to ensure that they can offer exceptional customer care, making the shopping experience as easy as possible for customers. Tesco employs over 3000 experts who design and implement software (Tesco Global Technology, 2022) which allows them to keep in touch with progressing technology. Tesco has also invested in RFID technology, which enables an automatic stock check on clothing items through the barcode when items are purchased (Rigby, 2016) and are rolling it out across stores. Technology like this leads to organisation to a financial advancement, as less time is needed to check stock in stores and reordering items to avoid out of stock issues occurring, meaning staff can get on with other jobs. Tesco also has Scan as you shop technology, which is a benefit especially to those on a budget, as they can keep track of the amount spent whilst shopping and also to Tesco as it allows the customer to scan and pack their shopping whilst walking the aisles, with just one staff member at the checkout who can serve multiple customers at the same time, which improves productivity, efficiency and embraces the customer care experience as it makes check outs an easier and quicker process (Tesco PLC, 2022). Tesco also have the advantage of having self-service tills, which are usually around six machines supervised by one member of staff. =
From an environmental perspective, one factor identified was the pressure to be sustainable. An organisation needs to be aware of the effects that their operations have on the environment (Naidoo and Gasparatos, 2018). As stated previously (The Charity Commission, 2013), companies need to take responsibility for these actions and do what they can to improve. Tesco has taken this into effect, especially with online deliveries. Tesco drivers establish the most fuel-efficient routes to deliver items which also proves as cost effective, reducing operation costs. The transport sector is a significantly contributes to high levels of air pollution and consumes a lot of global energy (Ullah et al, 2022). To combat this issue, Tesco have changed a significant amount of their delivery vehicles to electric vehicles as research has shown that electric cars release significantly lower emissions (Kumar and Alok, 2020), however electric vehicles have come under criticism due to the range to charge miles and the time it takes then to recharge (Cunanan et al, 2021). 
From a legal perspective, Tesco must abide by many rules and regulations to be able to trade. One of the main factors is the Food Retailing Commission, which can impose restrictions such as limiting the deals that supermarkets can offer customers, such as reducing the promotions of unhealth foods and drinks, and limiting where they can be placed in store, in the aim to reduce populations obesity levels (Department of Health and Social Care, 2022). There is also the threat of legislation coming back in to force of covid legislations. Tesco had to significantly change their working operations to comply with covid legislations regarding social distancing and hygiene protocols and even though these laws are no longer in power, there is still the worry of them being reintroduced during the winter months. 
2.2 Porter’s Five Forces Analysis TabletThreat of New Entrants-
Low
Threat of substitutes- 
Moderate



Porters Five Forces Model

[image: ][image: ]Bargaining power of suppliers-
Low
Degree of Rivalry-
High


[image: ]Bargaining power of buyers-
High




· Threat of substitutes- Tesco offers a wide range of products, with almost everything you could need under one roof, at an affordable price. The performance of the company is not usually affected by smaller businesses such as organic shops and small convenience stores as they can not usually compete with the low prices that Tesco is able to offer (Martin, 2022). Tesco does face a fairly high threat when considering non-food items such as clothing, due to the clothing range only being available for purchase in store. Overall, the threat of substitution was deemed moderate. 
· Threat of New Entry- The major food retailers in the UK are Tesco’s, Asda, Morrisons and Sainsburys, which are usually nicknamed the ‘big four’ which combined contain 55% of the UK grocery market (Sabanolgu, 2022). All of these companies have already established a high brand image across the UK market, meaning that it would cost a significantly high investment in order for a new company to compete, combined with customer loyalty to these well-known brands. As this would be a difficult task to achieve, the threat of new entrants into the market was deemed low. 
· Degree of Rivalry- As previously stated, the market is usually dominated by the ‘big four’, with Tesco holding the highest market share, however in September 2022, the discount superstore Aldi replaced Morrisons in 4th place (Bedford, 2022). These superstores are constantly in competition with one another to offer the best prices, promotions, and ensuring customer satisfaction. With inflation increasing, many customers are searching for the cheaper alternatives, however Tesco has a strategy in place to address the rising competition from Aldi by highlighting the products across stores that are price matched with Aldi, which shows customers that they do not need to shop elsewhere in search of cheaper pricing. Overall, the degree of rivalry was deemed high.
· Bargaining power of buyers- Due to the various amounts of market vendors that consumers can purchase items from, without switching costs and most of whom offer comparable pricing and promotions, the bargaining power of buyers was deemed high. Increasing technology and internet access allows customers to search online for the best pricings, influencing customer buying patterns. There are no switching costs between retailers and customers are free to shop in whichever retail store suits them, which according to Stan (2015) further increases consumer power. 
· Bargaining power of suppliers- For Tesco, the bargaining power of suppliers is generally low. Suppliers to the major food retailers may struggle to survive without the high turnover of stock provided by the major retailers. Products are usually bought from suppliers in such high quantities, negotiations are usually positive, always ensuring the cheapest rate possible for Tesco to pass onto their customers (Dhabalia, 2012).
3.3 S.W.O.T Analysis table
	Strengths
	Weaknesses

	· Current Market Leader
· Ability to adapt to change quickly
· Available for food and drink through multiple channels
· Open 24 hours 
· RFID technologies
· Customer service desk at entrance to every store
	· Discount superstores are becoming closer rivals
· Only food and drinks products available online
· It is difficult to attend to the needs of every customer. 
· Staying open for longer times, increases wage outgoings




	Opportunities
	Threats

	· Extending the online range of products to include clothing and non-food items. 
· Clubcard individualised offers
· Multichannel retailing
	· Direct competitors already offering clothing online
· Consumers searching for cheaper alternatives
· Rising economic pressures


								(Created by author, 2022)
The analysis above indicates that Tesco has many strengths, from dominating the UK grocery market, to having long opening hours for the convenience of customers. Tesco has embraced the online function linked to their stores, and really took advantage of the situation when Covid restrictions hit, to provide a huge aspect to the customer care experience, which so many would have struggled to cope without. A weakness identified was that the rivalry competition market gap with Aldi was decreasing, with Aldi becoming on e of the ‘big four’ supermarkets. Another is the price increases currently experienced everywhere at the moment. The company employs a significant number of employees and due to compulsory rises to minimum wage this week, in which Tesco offers a little over for payments to encourage staff to work for them instead of rivalry. This has been identified as a weakness, as the people who work night times, will need to have a significant increase to pay the suitable hourly rate to keep the staff. If staff do not have the incentive to work, staff shortages may come into force, which would possibly lead to the lost revenue of the organisation. The range of opportunities that were identified were to expand on products available online. Tesco had been introducing RFID technology which has been scanning the products from F&F clothing and creating a digital stock check as a means of reducing staff costs and decreasing time doing a stock take. Threats identified were that other organisations such as Asda, already have their clothing range online so people can view and purchase items at home, at a time and place convenient to them. The second threat identified was that customers are usually always looking for the cheapest price and/or cheapest alternative. Due to the current climate, some customers may have no choice but to substitute what ever possible to be cost effective. 	
	
4.Conclusions
	To conclude, it was identified that Tesco is a well-established strong brand, that has the ability to adapt very quickly to changing environments and using that ability to their advantage. Tesco has demonstrated this from the actions taken during the covid pandemic, where Tesco completely adapted the stores to comply with covid regulations and embraced the technology of online orders both for home delivery and to collect at points outside the store, click and collect. It is clear to see how Tesco has held their stance as the UK grocery market leader, adapting and overcoming any issues that are thrown their way. 
	It was identified that although Tesco usually only had to compete with the ‘big four’ supermarkets, Aldi is now catching up in market share and has replaced Morrisons in fourth position. Many consumers are currently either effected or worried about the current cost of living crisis, which has led to many searching for cheaper alternatives for products. This may be an indicator to why Aldi has increased in market share, as many consumers have reached out to the discounted superstores. 
	It was shown that Tesco already does a significant number of things to enhance to customer care aspect of ensuring customer satisfaction. From keeping online options available for home delivery and click and collect, enabling customers to have the advantage of convenience free shopping, to having long opening hours and many other conveniences in store such as cash points, pharmacies, and opticians. Tesco continues to adapt and change with customer care and vision as a main concept of focus, alongside being able to provide quality products at low everyday prices. 
	The Porters Five Forces model identified that whilst the degree of rivalry and bargaining power of buyers was shown to be high, the threat of new entrants and bargaining power of suppliers was low, with the treat of substitution shows a moderate degree. It was established that this was mainly due to the fact that Tesco is such a well-established brand with a high brand image, with the revenue behind them to support themselves. It would cost a significant investment in order to chance entering the market and in view of suppliers, they risk losing out on substantial, regular orders if they try to bargain too highly. The threat of substitution was identified as moderate due to the fact that consumers will choose where and when to purchase an item, whether it be a small organic shop or Tesco, its something that is uncontrollable for the masses of individuals who shop at Tesco daily. 
	 The PESTEL framework highlighted factors such as the increasing costs Tesco may endure from the increase in minimum wage and legal and social factors that may be difficult to overcome such as legislation and restrictions regarding health. It was identified that individuals are becoming more aware of health and healthy choices, however even with these factors, Tesco cannot completely stop selling unhealthy food products and individuals continue to purchase them, regardless of where they are placed in the shops and how they are promoted.








Recommendations
	To combat the issues identified from the previous analyses, it is recommended that the F&F clothing range should be launched online. Tesco earns a bigger profit margin on the clothesline compared to the majority of other products sold, however they do not sell as many clothes, due to them only being available to buy once in store. The store could also make the clothes available to click and collect, as well as online orders. 
	To make a benefit of the RFID technologies which are already implemented across the F&F clothing range, taking a continues stock count, it should be easier to monitor what stock and sizes are available. To put the plan in to action, once an order arrives for click and collect, a staff member could go to collect the required item from the shelf, and if the item is available, they could confirm the order. It is difficult to manage clothes in a superstore such as Tesco, as somebody could have already picked up the item and be walking around the shop with it in their baskets, or they may have picked it up and placed it back down on a different aisle. It would need to be a trial and error system to start with for click and collect orders, to determine if it is a feasible and achievable practice. 
	A different way to include the clothing range online, would be to have a separate warehouse, where the clothes were sent out directly to the customer or to Tesco stores as a click and collect option for a possible discounted price. The discounted price would possibly be an attraction to the buyer to collect from store. When customers come into the store, the majority begin to look around and possibly purchase items that were not originally intended. This could have the potential to bring in extra revenue for the company. 
Another recommendation would be to take advantage of the data science company that is owned by the Tesco group, Dunnhumby, and to introduce a new rewards style system for the Clubcard app. By following in the steps of Asda, who on their smartphone app, offer extra ‘stars’ for purchasing specific food and drinks products. They promote health fruit and vegetables, by offering extra rewards when there is so many items purchased. By using the data science programs, Tesco could see which products of which they have a surplus and offer them at a slight discount or promotional price, with the reward of extra Clubcard points following a purchase.  These promotions could be used to sell slow moving, or short dated stock, to ensure that Tesco still incurs a positive profit margin, whilst the customer feels like they are getting something back. 
Currently the consumer collects 1 point per pound spent, meaning that 100 points would need to be earned to achieve one pound in vouchers. This is the same when comparing Tesco Clubcard and Asda Rewards scheme, however Asda offers the individualised offers. Research suggests that customers are increasingly likely to stay loyal to a company when they have a loyalty card (Smith and Sparks, 2009). With the major rivals of Tesco all offering the same scope of quality items at low prices, the need to compete in different ways is high.  Tesco needs to gain a competitive advantage to ensure that they stay at the top of the market as there are so many factors which are out of their control. As a company, they can not only focus on ensuring customer care and satisfaction through low prices. The customer needs to think that they are getting the best deal possible or one that will bring them the most advantages. For customers that use all retailers, they may need a certain product that is sold by all supermarket chains for the same or very similar price. The choice on where to visit may be established by exploring which organisation would offer the best benefits through Clubcard points, promotional vouchers etc. 
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Appendices 
Appendix 1- Tesco information
	Tesco is the top leading supermarket in the UK, with the highest share of the UK grocery market, holding a share of 27.7% (Tesco PLC, 2022) and having an annual revenue of £54.8bn in 2021. Tesco was founded in London in 1919, by Jack Cohen, who returned from the war and began selling surplus groceries on a market in the East End. In 1924, the name Tesco was established from a partnership over tea, using the T.E initials of T.E. Stockwell and the CO from Jack Cohen’s surname. The first store was opened in 1929, and then continued to expand, buying land and extending the convenience options available to customers from ATM machines to Petrol Stations on site (Tesco PLC, 2022). Tesco sell all kinds of products in store from groceries to clothes, electronics and stationary supplies. 
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