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Abstract
This report analyses the challenges faced by Tesco in the current and future internal and external environment. The report analyses different aspects of the Tesco organisation's strategic marketing strategy, approach and decision making and makes recommendations for the organisation using both PESTEL and SWOT analysis.
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Executive summary

This report provides an in-depth analysis of how Tesco's strategic marketing department is responding to current and future economic challenges. The report examines the current external and internal environment of Tesco's strategic marketing department through PESTEL and SWOT analyses. Factors such as Tesco's strengths such as strong brand recognition and omni-channel reach, and weaknesses such as over-reliance on traditional channels and brand recognition challenges are understood. 

And it explores the strategic recommendations for Tesco's strategic marketing department to address the anticipated global economic challenges. The recommendations include market diversification, focusing on value and affordability, strengthening customer relationships, optimising digital channels, promoting own brands, embracing sustainability, building strategic partnerships, investing in innovation and monitoring economic trends.

Overall, Tesco's strategic marketing department must remain agile, customer-centric and innovative in its approach to marketing strategy. By adapting to changing market dynamics, utilising digital technologies and adapting to consumer preferences, Tesco can effectively respond to global economic challenges and become stronger in a competitive retail landscape.



Directory
1.0 Introduction	4
2.0 Main Findings	5
2.1 PESTEL	5
2.1.1 Definition	5
2.1.2 An analysis of Tesco's current external and internal environment.	7
2.1.3 An analysis of Tesco's future external and internal environment.	12
2.2 SOWT	15
2.2.1 Definition	15
2.2.2 Tesco's current internal and external environment	16
2.2.3 Tesco's future internal and external environment	18
3.0 Recommendations	21
4.0 Conclusion	23
Reference List	24







[bookmark: _Toc161423613][bookmark: _Toc161983286]1.0 Introduction
In an era of unprecedented volatility and uncertainty in the global economy, businesses across all sectors are facing huge challenges in responding to the global economic landscape. As one of the largest retailers in the world, Tesco is also facing considerable difficulties. For Tesco internal and external environments need to take advantage of various marketing opportunities to face different challenges.

The purpose of this report is to analyse how Tesco's strategic marketing department is responding to the current and future global economic challenges. By looking at the external and internal environments and using PESTEL and SWOT analyses to make recommendations for Tesco's marketing strategy.





[bookmark: _Toc161423614][bookmark: _Toc161983287]2.0 Main Findings
[bookmark: _Toc161983288]2.1 PESTEL
[bookmark: _Toc161983289]2.1.1 Definition
[bookmark: _Hlk161963866]PESTEL analysis is a strategic framework for assessing and analysing macro-environmental factors that may affect an organisation. PESTEL stands for Political, Economic, Social, Technological, Environmental and Legal Factors. (Aguilar, 1967)

Political factors: 
Political factors are how and to what extent governments intervene in the economy. They include government policies, regulations, political stability, foreign trade policies, trade barriers, tax policies, etc. From the above factors it can be seen that political factors usually have an impact on organisations and the way they conduct their business. Organisations need to be able to react to current and anticipated future legislation and adjust their marketing policies accordingly. 

Economic factors: 
Economic factors have a significant impact on the way an organisation operates and its profitability. Economic factors include economic growth, inflation rates, exchange rates, interest rates, unemployment rates, fiscal policies, etc. These factors have a direct impact on consumer spending patterns, market demand, cost of capital and business profitability. (Porter, 2008)

Social factors: 
Also known as sociocultural factors, these are areas that deal with the common beliefs and attitudes of the population. Social factors refer to demographic trends, cultural norms, lifestyle changes, consumer attitudes, education levels, health awareness and social values. These factors directly influence how marketers understand their customers and what drives them. Understanding social factors is critical to identifying market trends, consumer preferences, and demand for products or services. (Hollensen, 2015)

Technological factors: 
Constant changes in technology also affect the way organisations market their products. Technological factors include technological advances, innovation, research and development, automation, digitalisation and disruptive technologies. These factors can create new opportunities, drive efficiencies and innovate industry technologies. 

Environmental factors: 
Environmental factors relate to ecological sustainability, climate change, environmental regulations, natural disasters, resource scarcity and corporate social responsibility initiatives. Organisations need to consider environmental factors in order to mitigate the risk of environmental impacts of their products and adopt sustainable practices. 

Legal factors: 
Legal factors include health and safety, laws and regulations, compliance requirements, industry standards, contractual obligations, intellectual property rights, and so on. Organisations need to know what is legal and what is not in order to trade successfully. Legal factors affect the organisation's decisions on business operations, product development, marketing strategies and expansion plans.  (Grant, 2016)

[bookmark: _Toc161983290]2.1.2 An analysis of Tesco's current external and internal environment.
External Environment

1. Political factors:
Tesco operates in different countries, each with its own political landscape and government policies. Changes in political stability, trade policies, tax and labour law related regulations can affect Tesco's marketing approach. 
Impact of Brexit: After Brexit, Tesco is facing policy implications in European countries as a result of the UK's departure from the EU. Perhaps Tesco will no longer enjoy some of the policy benefits, for example, in import and export Tesco will face some uncertainty and potential disruption as well as changes in some trade agreements and regulations. This will have a great impact on Tesco's marketing strategy. (Johnson, 2019)

2. Economic factors:
Global economic stability: Tesco faces global economic challenges such as recession, inflation and currency fluctuations. These factors affect the purchasing power of consumers and the overall demand for goods and services and thus these factors will have an impact on Tesco's marketing approach.
Economic recovery: Tesco's performance is affected by the speed and extent of economic recovery in its key markets. Slow economic growth or a prolonged downturn may limit consumer discretionary spending, which could affect Tesco's sales. (Jobber, 2016)

3. Social factors:
Changing consumer preferences: Tesco must adapt to the changing social trends and consumer preferences of the current society, including healthier diets, sustainable products, etc. Failure to meet changing consumer needs may lead to loss of market share for Tesco.
Changing demographics: Tesco operates in different demographic environments, each with their own cultural norms, lifestyles and family structures. Understanding and catering for these demographic differences is crucial to Tesco's success. (Wheelen, 2017)

4. technological factors:
E-commerce growth: Tesco faces increasing competition from online retailers and must continue to invest in its e-commerce capabilities to remain competitive and meet customer expectations for convenience and digital engagement. 

5. Environmental factors:
Sustainability initiatives: Tesco is under pressure to address environmental issues and adopt sustainable practices throughout its operations, including reducing carbon emissions, minimising waste and promoting responsible sourcing. Failure to meet environmental standards could result in reputational damage and regulatory penalties.
Climate change risk: Climate-related factors such as extreme weather events and resource scarcity could affect Tesco's supply chain resilience, product availability and operating costs. (Kotler, 2016)

6. Legal factors:
Regulatory compliance: Tesco must comply with various legal requirements and industry standards relating to food safety, product labelling and advertising. Failure to comply may result in legal liability and reputational damage.
Employment Laws: Tesco must comply with labour laws and regulations relating to employee rights, working conditions and wages. Compliance with these laws is essential to maintain a positive working environment and avoid legal disputes. (Barney, 2014)

Internal Environment

1. Political factors:
Government regulations: Tesco's Strategic Marketing division operates within a regulatory framework set by national governments. Changes in regulations relating to advertising standards, data privacy and consumer protection may affect the division's strategy and activities. (Hitt, 2016)

2. economic factors:
Budgetary constraints: economic factors such as recession or currency exchange rate fluctuations may affect Tesco's marketing budget. The strategic marketing department must adjust its plans and initiatives in order to operate within budgetary constraints whilst still achieving marketing objectives.
Resource allocation: economic factors can also affect the allocation of resources within Tesco's strategic marketing department. Budget cuts or changes in financial priorities may require the department to reallocate resources. This can have an impact on the Tesco marketing department's budget. (Kotler, 2010)

3. social factors:
Changing Consumer Preferences : Tesco's strategic marketing department must continually monitor and respond to changing consumer preferences, including trends related to current fashions, health consciousness, sustainability and convenience. Understanding these social dynamics is essential for Tesco to develop effective marketing campaigns that resonate with its target audience. 
 
4. Technological factors:
Digital transformation: technological advances such as data analytics, artificial intelligence and social media platforms have transformed the marketing landscape. Tesco's strategic marketing departments must leverage these technologies to enhance customer segmentation, personalised marketing efforts and omnichannel experiences.
Marketing automation: the adoption of marketing automation tools and platforms can streamline processes, increase the efficiency of marketing campaigns and enable Tesco to deliver targeted messages at scale. Strategic marketing departments must keep pace with technological developments to remain competitive in the digital age. (Hill, 2017)

5. environmental factors:
Sustainability initiatives: Tesco's strategic marketing department is likely to align its activities with the company's sustainability initiatives, promoting environmentally friendly products, responsible sourcing and waste reduction efforts. Incorporating environmental messages into marketing communications could enhance Tesco's brand image and attract environmentally conscious consumers. (Lusch, 2015)

6. Legal factors:
Advertising regulations: Compliance with advertising regulations and industry standards is vital to Tesco's strategic marketing department. Compliance with laws relating to truth in advertising, product claims and promotional practices ensures that the department's activities are ethical and legal.
Data Protection: With increasing concerns about data privacy, Tesco's Strategic Marketing division must comply with regulations such as the General Data Protection Regulation (GDPR) when collecting, storing and using customer data for marketing purposes. (David, 2016)


[bookmark: _Toc161983291]2.1.3 An analysis of Tesco's future external and internal environment.
External Environment:

Political factors:
Government regulations: future changes in government regulations relating to advertising, consumer protection and data privacy may affect Tesco's marketing strategy and operations. (Mintzberg, 2009)

Economic factors:
Economic growth: future trends in economic growth, inflation and unemployment levels may affect consumer purchasing power and demand for Tesco's products and services.

Social Factors:
Demographic changes: demographic changes such as an ageing, urbanised and culturally diverse population could affect consumer preferences and shopping behaviour, requiring Tesco to adapt its marketing messages and product offerings.
Technological advances: future technological advances, including artificial intelligence, augmented reality and social media platforms, will shape consumer engagement and interaction with Tesco's marketing campaigns. (McDonald, 2016)

Technological factors:
Digital transformation: the continued growth of digital technologies and online platforms will require Tesco's marketing department to enhance its digital capabilities, optimise online channels and use data analytics for targeted marketing efforts.

Environmental factors:
Sustainability initiatives: future consumer preference for sustainable products and eco-friendly brands will require Tesco to promote its environmental initiatives by integrating sustainability into its marketing messages and products.

Legal factors:
Data protection regulations: future changes to data protection laws and regulations may affect Tesco's marketing activities, particularly in relation to customer data collection, privacy policies and targeted advertising. (Thompson, 2009)
Advertising regulations: compliance with advertising standards and regulations, including truth in advertising and fair competition laws, will affect the content and messages of Tesco's marketing campaigns.  (Lynch, 2015)

Internal environment:

Political stability:
INTERNAL POLITICAL DYNAMICS: The internal political environment of Tesco's strategic marketing department may involve power struggles, conflicts of interest and decision-making processes that affect marketing strategies and programmes.

Economic Performance:
Budget allocation: the budget allocation and resource availability of Tesco's strategic marketing department may be influenced by internal economic factors such as revenue forecasts, cost structures and profitability targets.

Social Dynamics:
Organisational culture: the organisational culture and values of Tesco shape the strategic marketing department's approach to customer engagement, brand positioning and marketing communications. (Van, 2014)

Technological Capabilities:
MARKETING TECHNOLOGY: Tesco Strategic Marketing's in-house technology capabilities, including marketing automation tools, CRM systems and analytics platforms, enable data-driven decision-making and campaign optimisation.

Environmental Initiatives:
SUSTAINABILITY PRACTICES: Tesco's commitment to environmental sustainability and corporate social responsibility influences the Strategic Marketing department's initiatives, messages and brand image.

Legal Compliance:
Compliance policies: Tesco's Strategic Marketing department must comply with internal policies and external regulations relating to marketing ethics, data privacy and advertising standards to minimise legal risk and maintain brand reputation. (Andrews, 1987)


[bookmark: _Toc161983292]2.2 SOWT
[bookmark: _Toc161983293]2.2.1 Definition
Strengths: 
These are the internal attributes and resources that give an organisation a competitive advantage over other organisations. Strengths include factors such as a strong brand reputation, unique capabilities, a talented workforce, efficient processes or proprietary technology. (Armstrong, 2015)
Weaknesses: 
weaknesses are internal factors that put the organisation at a disadvantage compared to its competitors. These may include resource constraints, inadequate infrastructure, poor management, lack of innovation or vulnerabilities in the supply chain.

Opportunities: 
opportunities are external factors or situations that, if exploited correctly, may bring benefits to the organisation. These may stem from market changes, technological advances, changes in consumer preferences, new regulations or emerging trends that the organisation can take advantage of.

Threats: 
threats are external factors or challenges that may have a negative impact on the organisation's performance or objectives. These may include factors such as increased competition, economic downturns, regulatory changes, disruptive technologies or shifts in consumer behaviour that pose a risk to the organisation's success. (Westwood, 2013)

[bookmark: _Toc161983294]2.2.2 Tesco's current internal and external environment
External environment:

Advantage:
Strong Brand Recognition: Tesco enjoys a strong brand reputation and recognition globally, which provides an advantage in the marketing of its products and services.
Wide market reach: Tesco has a wide reach across various markets, allowing its marketing department to reach out to a diverse customer base.
Effective digital marketing: Tesco has invested in digital marketing strategies, including online advertising and social media campaigns, to engage customers and drive sales.

weakness:
Reliance on traditional channels: Tesco's reliance on traditional marketing channels such as print advertising and physical promotions may limit its reach and effectiveness in targeting modern consumers.
Limited innovation: Marketing departments may face challenges in promoting innovation and quickly adapting to changing consumer trends, resulting in stagnant marketing strategies. (Brassington, 2013)

Internal environment:

Chance:
Growth of e-commerce: The growing trend of online shopping has provided Tesco Marketing with an opportunity to expand its digital marketing efforts and capitalize on the growing e-commerce market.
Expansion into new markets: Tesco’s strategic marketing department can explore opportunities to expand into new geographical markets or product categories to diversify revenue streams.

threaten:
Fierce Competition: Tesco faces intense competition from traditional retailers and online competitors, which may require the marketing department to continuously innovate and differentiate its products.
Economic Uncertainty: Global economic challenges, such as recessions or currency fluctuations, may impact consumer spending habits and pose a threat to Tesco's marketing strategies and revenues.
Regulatory changes: Regulatory changes related to advertising, data privacy, or consumer protection can create compliance challenges and limit marketing departments’ flexibility. (Cravens, 2015)

[bookmark: _Toc161983295]2.2.3 Tesco's future internal and external environment
Future external environment:
Advantage:
Brand reputation: Tesco's strong brand recognition and reputation can continue to provide an advantage in marketing its products and services globally.
Technology integration: the adoption of emerging technologies such as artificial intelligence and data analytics could improve Tesco's marketing efficiency and customer engagement. (Farnsworth, 1996)

Weaknesses:
Over-reliance on traditional channels: Tesco's reliance on traditional marketing channels could hinder its ability to adapt to changing consumer behaviours and preferences, particularly among the younger demographic.
Brand perception challenges: negative perceptions of Tesco's pricing strategy, product quality or corporate social responsibility may pose an ongoing challenge to its marketing efforts.

Future internal environment:
Opportunities:
Sustainability initiatives: embracing sustainability in its marketing activities and product offerings could enable Tesco to cater for the growing consumer preference for eco-friendly brands and contribute to its CSR efforts.
Innovation and differentiation: innovations in product development, packaging and marketing strategies can be used by Tesco to differentiate itself from its competitors and capture market share.

Threats:
Increased competition: increasing competition from traditional retailers and online giants poses a threat to Tesco's market position and may require continued innovation and differentiation to remain relevant.
Regulatory changes: changes in regulations relating to advertising, data privacy or consumer protection may create compliance challenges and limit Tesco's marketing flexibility. (Ferrell, 2019)




[bookmark: _Toc161983296]3.0 Recommendations
External Environment:

1. Adapt to Changing Consumer Behavior:
Monitor consumer trends and preferences closely, particularly in response to economic fluctuations. Adjust marketing strategies to meet evolving consumer needs, such as offering more value-oriented products during economic downturns.

2. Explore New Market Opportunities:
Conduct market research to identify new geographic markets or niche segments with growth potential. Tailor marketing campaigns and product offerings to meet the needs of diverse consumer demographics, both domestically and internationally.

3. Strengthen Brand Loyalty:
Focus on building strong brand loyalty through personalized marketing initiatives, loyalty programs, and customer relationship management (CRM) strategies. Offer exclusive promotions and rewards to loyal customers to incentivize repeat purchases and enhance retention rates.

Internal Environment:

1. Enhance Marketing Agility:
Foster a culture of innovation and agility within the marketing department to respond quickly to changing market dynamics and consumer preferences. Encourage experimentation with new marketing strategies, channels, and technologies to stay ahead of competitors.

2. Integrate Sustainability into Marketing Efforts:
   - Embed sustainability principles into Tesco's marketing campaigns and brand messaging to appeal to environmentally conscious consumers. Highlight Tesco's commitment to sustainability initiatives such as reducing carbon emissions, minimizing waste, and promoting ethical sourcing.




[bookmark: _Toc161423623][bookmark: _Toc161983297]4.0 Conclusion
In conclusion, Tesco's strategic marketing department is well equipped to deal with current and future global economic challenges. Through a comprehensive analysis of the external and internal environments, it is evident that Tesco's strategic marketing initiatives are guided by customer focus, innovation and response to economic uncertainty.

The PESTEL and SWOT analyses revealed Tesco's strengths, including strong brand recognition and extensive market reach, as well as weaknesses, such as reliance on traditional channels and brand perception challenges. Opportunities such as digital marketing advances and market diversification were identified, as well as threats such as increased competition and economic volatility.
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