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Executive summary：
This report evaluates Tesco's response to the dynamic global economic landscape through PESTEL, Porter Five Force, McKinsey 7S and SWOT analysis, analyzes five problems with the current development of tesco, and gives relevant strategic suggestions to support tesco's sustainable development in the future
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1. [bookmark: _Toc21639][bookmark: OLE_LINK4]Introduction：
In order to address the ongoing challenges of the global economic environment, strategic analysis is crucial for the organization's adaptation and development. The current global economic environment is characterized by various uncertainties, including trade tensions, geopolitical instability, inflationary pressures and the continued impact of the COVID-19, which has brought challenges to enterprises (Henry Curr, 2023).Especially in the food retailing industry, these economic changes have caused significant changes (Wu, G. etal., 2023). The impact of consumer behavior and preference on the supply chain interruption, the impact on the purchasing power, and the change in the global economy has made a serious repercussion in the industry, and it is necessary to provide a thorough strategic plan and management to cope with the complex global economic environment.
[bookmark: _Toc19834]1.1Background of Tesco：
Tesco was founded in 1919, headquartered in the UK and grew into a well-known brand known for its commitment to broad product supply, efficient supply chain management and customer satisfaction (Gennaro, 2024). Due to the growing impact on the national store network and the international market in the international market, Tesco embodies elasticity and agility in the face of a changing economic structure.
Considering the various challenges faced by the company in the global economic environment, the purpose of this audit is to use various theoretical foundations and models to analyze and analyze its macro, micro, external, and internal conditions in order to make strategic decisions. The purpose of this report is to analyze and provide valuable information to help Tesco achieve sustainable growth and competitive advantage in a constantly changing economic environment.
2. [bookmark: _Toc8701]PESTEL analysis
The PESTEL framework is a mnemonic used in strategic management to classify macroeconomic environmental factors and assist strategists in identifying general opportunities and risks (Bratnicki, M., 2014; Peters TJ, Waterman RH2015).The PESTEL framework includes political, environmental, social, technological, economic, and legal. The PESTEL framework is used to analyze the external business environment in order to gain a comprehensive understanding of the organizational process, identify opportunities, and mitigate threats to the organization's business activities (Mind Tools, n.d.; Isa, T. & Isa, T., 2014).
· Political: Political factors may include unstable government policies, tax policies, changes in trade relations, and regulatory measures. These factors may affect Tesco's operations, costs, and market access.
· Economic: Economic factors include inflation rate, economic recession, exchange rate, and other factors. (Euromonitor, 2010) Economic fluctuations can affect consumer purchasing power and decision-making, thereby affecting Tesco’s sales and profitability.
· Social: Social factors include population structure, consumer preferences, cultural values, etc. As consumers pay more attention to health, environment, and social responsibility, Tesco may need to adjust its products and marketing strategies to adapt to constantly changing market demands.
· Technological: Technical factors involve technological innovation, digital transformation, and the application of automation technology. With the development of technology, TESCO Group may need to continuously improve its facilities and technical systems to maintain competitive advantage and improve operational efficiency. (Tesco Plc，2023)
· Environmental factors: Environmental factors include climate change, resource sustainability, and environmental requirements. Tesco may need to take sustainable development measures to reduce its environmental impact and meet consumer demand for sustainable products (Gennaro, 2024).
· Legal factors: Legal factors involve requirements of departmental regulations, labor laws, competition laws, etc. Tesco must comply with all applicable laws and regulations to avoid legal disputes and maintain its reputation and brand.
[bookmark: _GoBack]
[bookmark: _Toc24140]2.1Issue 1:The effect of not complying with the law on the Tesco
Compliance with food safety regulations, work regulations and environmental standards is crucial for Tesco. Non-compliance can lead to legal sanctions and damage to the brand image. Especially from the food flow scandal in 2015-2017 and the audit fraud scandal in 2017 (Gan, W. and Yan, C. ，2023) ----Tesco used pre-ordered but unsold goods as revenue, deducted funds from supplier transaction accounts, extended unnoticed payment dates and reduced selling costs. As a result, Tesco misrepresented its profits by £263 million in the first half of last year (Danlin H., 2015). These illegal activities have weakened Tesco's reputation and led not only to a significant decline in Tesco's share price, but also to a decline in consumer confidence as consumers choose to turn to competitors or reduce transactions with Tesco.

[bookmark: _Toc21511]2.2 Issue 2：The impact of changes in consumer purchasing behavior on Tesco
The economy has always been a concern to Tesco, as it directly affects people's purchasing behavior, and the recession threat faced by the company in recent years has been triggered by the outbreak. However, a positive aspect of the recession is that consumers have reduced trips to eat out at restaurants and increased household food consumption, which allows food retailers like Special to increase production (National Bureau of Statistics, 2010).

3. [bookmark: _Toc10834]Porter's Five-force analysis:
The Porter's Five Forces model is a strategic analysis tool that companies use to understand project profitability and structural drivers, and to develop competitive strategies. The model identifies five forces: supplier power, buyer power, competitive rivalry, threat of substitution, and threat of new entry (Grundy, T. 2006). Its purpose is to identify project strengths and weaknesses, and then determine structure and strategy (Rachesekar, J. 2022). This is an effective tool to identify the factors that make the industry truly profitable.
· Competition: Tesco faces fierce competition in the UK retail market, including other chain supermarkets, discounters and online retailers. These competitors compete for market share by continuously lowering prices, innovating products and services and expanding channels (Rajasekar, J., 2022).
· Supplier bargaining power：Tesco offers products dependent on vendors, and their negotiating capabilities can affect cost and profitability. It is feared that vendors can manage important raw materials and products.
· Customer bargaining power: Consumers in the UK retail market have strong negotiation ability, are price sensitive, and are willing to compare prices through various channels. This requires efforts to provide competitive prices and value added to maintain customer loyalty (Online Time, 2009)
· Threat of Substitute Products or Services: Substitution threats come from other channels and retail products, such as convenience stores, online stores, and food services. With a wider range of consumer choices, TESCO Group needs to constantly innovate to attract customers.
· Threat of New Entrants:Although entering the retail market requires significant investment and resources, there is still a risk of new entrants. Especially with the development of digital technologies, new online retailers can present Tesco with challenges.

[bookmark: _Toc6832]3.1 Issue 3：Customer bargaining power
For Tesco, buyers or customers have high bargaining power because with the development of technology, new electronic devices. On one hand because consumers themselves are price sensitive, on the other hand because as technology evolves, new electronic devices such as smartphones offer greater convenience and versatility, making it easier for customers to compare product prices and choose a more suitable product in the store (Online Time, 2009).

4. [bookmark: OLE_LINK2][bookmark: _Toc25287][bookmark: OLE_LINK3]McKinsey’s 7S Framewokr ：
 The McKinsey 7-S framework is a study of multiple dimensions in the organization for evaluating seven elements in the organization (Chmielewska, M., 2022). R. Waterman, t. Composed by Peters, J. R. Philips was designed for Macintosh (bratnicki, M., 2014; Peters TJ, Waterman RH, 2015).
In the McKinsey 7S model, the 7 S factors are interdependent and influence each other, and the coordination relationship between them directly affects the operational efficiency, competitiveness and long-term development of an enterprise.
· Strategy： Plan how to allocate limited business resources to achieve goals set over time. Environment, competition, and customers（Harrington, H.J. ，2014).TESCO Group's strategic decisions will directly affect its business direction, market positioning and long-term development goals. Key issues include pricing strategy, investment portfolio, and channel selection.
· Structure: The way in which various departments are interconnected: the central department (from top to bottom); Decentralization of power (trend of large enterprises); Network matrix, preservation, etc（Harrington, H.J. ，2014).The organizational structure of Tesco determines the way power and responsibility are distributed, as well as the efficiency of information flow and decision-making process.
· Systems: Tesco's operational systems and processes are critical to its business operations. This includes supply chain management, inventory control, information technology systems, etc.
· Shared Values: TESCO Group's common values reflect a culture and core beliefs, which have a huge impact on employee behavior and enterprise development. This may be related to values such as customer service, sustainable development, and social responsibility.
· Skills: Tesco's staff skills and ability level directly affect the execution efficiency and service quality of its business. This includes staff training, expertise, leadership, etc.
· [bookmark: OLE_LINK1]Staff: Personnel: Number and type of employees within the organization（Harrington, H.J. ，2014).Tesco's employees constitute its most valuable asset, and their satisfaction and morale are critical to the success of the business. This includes employee benefits, recruitment, and retention strategies, etc.
· Style：Tesco's leadership style and organizational culture have a significant impact on employee behavior and decision-making styles. This may involve the leader's values, communication style, decision-making style, etc.

[bookmark: _Toc9761]4.1 Finding 4:Opportunities for strategy change for the company
With the McKinsey 7S model, Tesco can discover some opportunities. This paragraph will elaborate on some of Tesco's opportunities.The impact of the epidemic has led to more customers' shopping online. Tesco has launched a one hour door-to-door delivery service and plans to increase the number of stores to at least 600 by the end of 2023 (Gan, W.&Yan, C.2023). This strategic initiative can meet customer needs, attract more customers, and maintain a leading position in the fiercely competitive market (Gan, W.&Yan, C.2023). Taking these factors into consideration, technology can better utilize internal resources and benefits, respond to changes in the external environment, and achieve sustainable growth and development.

5. [bookmark: _Toc5027] The SWOT analysis
It is a strategic planning tool used to measure a company's strengths, weaknesses, opportunities, and threats (Jackson et al., 2003; Kim, 2005). Shang et al. (2014) believe that SWOT is an excellent research tool widely used for effective planning. Use this tool to predict internal and external factors (Rozmi et al., 2018; Wu, 2020). One advantage of SWOT analysis is that it can be used for critical decision-making (Pajni, N.S. et al., 2022)
· Strengths：
1. Well-known brand:The biggest advantage of Tesco lies in its well-known brand, known for its extensive product supply, efficient supply chain management, and commitment to customer satisfaction (Gennaro, 2024), with a market share of 27.9% and 4673 stores worldwide (Gan, W.&Yan, C., 2023).
2. Tesco has achieved stores and diversified products: including food, financial services and brand joint programs and its own brands (Sou, H., 2023).
· Weakness：
1. Its biggest weakness lies in its performance on the global stage, especially in the US and Asia, where it has not met expectations, has not adapted and has not started its business and customers have high bargaining power, making it easy for them to choose products from other companies (Time Online, 2009).
· Threats：
1. The decline in reputation：It has violated its corporate social responsibility, violated the law and damaged the company's reputation. The food expiration event between 2015 and 2017, the audit fraud scandal in 2017, and the negative publicity from senior management all had a serious negative impact on the company's reputation (Gan, W. and Yan, C. 2023). In addition, the controversy over the arbitrary adjustment of Clubcard membership cards and the alleged exploitation of migrant workers have further exacerbated the decline in Tesco's reputation, sending it to rock bottom.
2. The global economy is unstable：Global economic uncertainty and exchange rate fluctuations may affect commodity import prices
· Opportunity：
1. Tesco's biggest opportunity lies in online grocery sales. Taking advantage of the impact of the epidemic, they have introduced door-to-door delivery services and plan to expand their store numbers to attract more customers(Gan, W. and Yan, C. 2023).
2. Tesco has also responded to competition by introducing new store discounts and price matches, and has gained the qualifications and ability to enter emerging markets to further grow (Gan, W. and Yan, C. 2023).

[bookmark: _Toc17690][bookmark: OLE_LINK5]5.1 Finding 5：The impact of tesco's own products on future growth
Tesco is a multinational food and consumer goods retailer headquartered in the UK, but there are many competitors competing in terms of price and quality in food retail (Rajasekar, J.2022). With the same quality, Aldi and Lidl products are cheaper, while their food varieties are more diverse. However, to enhance market competitiveness, Tesco has introduced a joint branding program that combines multiple strong brands into a customer loyalty program. One such program is 'MeTime' for housewives, allowing them to earn points on their daily purchases that can be redeemed for high-end beauty and hair products or company discount coupons (Carers, M.Y., 2021). Tesco and the collaborating brands achieved a mutually beneficial outcome in these activities. Additionally, Tesco has launched many independent brand products that offer significant price advantages compared to branded products due to lower promotional expenses and simpler packaging (Sou, H., 2023).It can be seen that, tesco's own products products are playing an active role to the future sustainability and stability of Tesco.

6. [bookmark: _Toc8361]Recommendations:
Based on the above analysis, the following are the recommendations for Tesco:

1. Strengthen compliance and ethical standards: Tesco must strictly adhere to legal and ethical standards, especially in terms of food safety, labor rights, and environmental protection. Establish a stricter internal audit supervision mechanism to ensure that employees comply with regulations, actively participate in social responsibility activities, and enhance brand image and public confidence.
2. Strengthen compliance and ethical standards: October must strictly comply with legal and ethical standards, especially in the areas of food safety, labor rights, and environmental protection. Establish a stricter internal audit supervision mechanism to ensure that employees comply with regulations, actively participate in social responsibility activities, and enhance brand image and public confidence.
3. Optimize the product portfolio and pricing strategy by continuously meeting the needs of different consumers. Adjust the pricing strategy, offer competitive prices, and launch discounts and promotions to enhance purchase intention and loyalty.
Through the above suggestions, Tesco can better cope with the challenges of the external environment, give full play to its own advantages, improve its market competitiveness, and achieve sustainable growth and development.

7. [bookmark: _Toc25681]Conclusion：
In summary, this strategic review thoroughly analyzes Tesco's current and future business environment. Global economic challenges, such as trade tensions and the impact of COVID-19, have significantly affected Tesco's operations.
By utilizing frameworks like PESTEL, Porter's Five Forces, McKinsey's 7S, and SWOT analysis, we have identified the key factors that affect Tesco's competitiveness. These factors include regulatory compliance, market dynamics, technological advances, and changes in consumer behavior.
By implementing the above strategy， Tesco can navigate the complexities of the retail industry and sustain growth despite evolving market conditions.
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