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INTRODUCTION:
The purpose of this report is to carry out analysis of the External or Macro environment of Tesco Public Limited Company, with a view of determining how effective the marketing role has been and its effects towards the increased sales and profitability of Tesco as a Company. There will be 2 sections in this report, Section A and Section B.
The first section (A) will be to analyse the Macroeconomic environment and the PESTLE Model will be used to analyse Tesco PLC to find out whether any of the factors is favourable or unfavourable. Facts and figures will be used in stating why they are favourable or unfavourable for Tesco PLC.
The next Model to be used in this section is the Porters 5 Forces Model, which will be used will be used to do a thorough analysis and examination of the forces affecting Tesco, and will be scored on high, medium or low, with reasons supported with facts and figures.
The third and final Model to be used in this section is the SWOT Analysis. This Model will be used to analyse and highlight the STREHGHTS, WEAKNESSES, OPPORTUNITIES and THREATS to Tesco Public Limited Company, with a view of harnessing its investments and making it to function profitably as s company. The Marketing mix strategies used by Tesco PLC will be examined. This will end with a conclusion.
The next section (B) will be to recommend future marketing strategies for Tesco PLC and the ANSOFF MATRIX Model will be used in this section. A few strategies will be selected before recommending and suggesting what looks viable for Tesco PLC to do in the future.
Appropriate referencing will be given to all authors whose work has been used in this report.



1, ANALYSING THE MACROENVIRONMENT OF TESCO PLC USING THE PESTLE MODEL:
DEFINITION OF PESTLE MODEL:
The PESTLE Model analysis can be defined as a process of analysing the (Macro) External  factors that influences the operations of an organisation. These factors are Political, Economic, Social, Technological, Legal and Environmental. The main purpose of PESTLE is to know and understand what is happening in the wider and broader Business and Economic environment which will affect the operations of the company or business organisation. (ALANZI, S. 2018).
A diagram of PESTLE will be shown below before discussing all the factors.
[image: Diagram

Description automatically generated]
POLITICAL:
Tesco Plc operates in over 12 countries including Asia and Europe. Political factors that affect its operations include current and upcoming legislations in those countries, unemployment rate, political instability, economic conditions of those nations and sensitive issues like import duty on some of its products. (marketingtutor.net, 2020).
ECONOMIC:
Tesco’s major income and revenue is still generated in the United Kingdom even though it has expanded into 12 other countries. Any major changes in policies or new laws set by the UK govt and governments of other countries where it operates may affect other areas of the company’s operations. (mbaskool.com, 2020).
Tesco operates a Cost Leadership Pricing policy, and as a Market Cost leader, the company has provided its numerous customers quality products at affordable prices, which the company has done over the years. With the present state of the UK economy, Tesco had to reorganise its sourcing strategy by sourcing its raw materials cheaper taking advantage of its bargaining power and resources in order to keep its cost of production lower, thereby keeping its final prices under control and affordable for its numerous customers.
SOCIAL:
Tesco PLC has taken into consideration social trends both in the UK and other countries it operates before planning the outlay of its stores in order to effectively facilitate those needs. Changing culture and social influence are some of the basic factors assessed by the company, such as the changing attitude towards organic products. Tesco is also addressing the issue of unemployment in any locality it operates by hiring more workers within the local communities where its stores are located.
By generating employment and providing the general public with affordable prices, Tesco has become socially relevant both within the UK and other countries where it operates.
TECHNOLOGICAL:
Tesco has applied technology into its business to meet up with the changing trends and to keep up with the ever-changing innovations within the retail industry. Self-service checkouts and online shopping are part of Tesco’s input using technology to reduce long queues in all its stores, both small and large.
Tesco has also teamed up with AMAZON GO in its proposed cashier less billing. This revolutionized shopping will take the company a step ahead of its competitors. (mbaskool.com, 2020).
LEGAL:
Tesco as a responsible law-abiding company has always adhered to both local and international laws in both the UK and all other countries where it operates its business. Examples are the rules and regulations laid down by the Food Retailing Commission in the UK for all its members in the retail segment.
Recent updates on the outcome of company being sued for unequal pay for Men and Women working in the company is still being awaited. These and all other sensitive legal issues such as age and gender bias accusation, has made the company to lay out its own code of conduct policies as a company to avoid breaking the law.
ENVIRONMENTAL:
Tesco has created various steps towards improving the environment and creating a more sustainable society. An example is the Launching of the Remove, Reduce, Reuse and Recycle plan which is presently in its second phase.
Another laudable objective the company has undertaken is to reduce and remove every plastic product that is non-recyclable to a minimal level, and research on new opportunities to make use of the residual plastic that is still in use. This amazing effort has led to the reduction of over 4000 tons of plastic waste. (www.tescoplc.com, 2021).
2, THE PORTERS 5 FORCES MODEL AND HOW IT RELATES TO TESCO PLC:
The second Model to be used to analyse Tesco PLC is the Potters 5 forces analysis. This Model was named after Michael E Porter, a Harvard Business School Professor, it is a model that is used to analyse and identify the five competitive forces which shape an industry and can be used to determine an industry’s strength and weaknesses. The 5 forces are:
1, Competition in the industry.
2, Potential of rival entrant into the industry.
3, Power of suppliers.
4, Power of customers.
5, Threat of Substitute products.
A diagram of the Porters 5 forces will be shown below for a clearer analysis and illustration.
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1, COMPETITION IN THE INDUSTRY:
Competition from the main rivals to Tesco within the retail industry has mainly be based on innovative ideas, online marketing. Lower costs (especially from Aldi), new technological inputs, adaptation and flexibility to change
Tesco recent changes in installing self-checkouts in all its stores both small and big shows they are up to the task. Their making customers purchases online easy and other marketing strategies scores the threat medium.
2, POTENTIAL OF NEW ENTRANTS INTO THE INDUSTRY:
Although Tesco was the market leader before Brexit came into effect, the membership of the European Union (EU) had opened doors for companies in Europe to have easy access to the UK market, thereby becoming a threat to many retail companies in the United Kingdom. With Brexit Tesco had to face local competition from Sainsbury, Morrisons, Aldi, Waitrose, Asda, Lidl and a host of local stores. Although Tesco is still the leader in the retail industry, the threat is high. (FINANCE NOTES TEAM, 2022)
3, POWER OF SUPPLIERS:
The bargaining power of suppliers is a very important factor in the 5-force model due to the increased dependence on suppliers in the present UK retail industry.
Tesco has not only created its own supply unit, It is also involved in direct negotiations with other suppliers for bulk purchases to reduce its cost of production. This reduction in costs based on bulk purchases is one of the factors that has made Tesco deliver quality products to their numerous customers at affordable prices. The threat is low.
4, POWER OF CUSTOMERS:
The presence of its major rivals in the UK Aldi, Lidl, Asda, Sainsbury, Morrisons and Waitrose has made the bargaining power of the customer high. Tesco has realized this long time ago and concentrated on providing good quality food and other products with high value but at affordable prices. Tesco thereby took advantage of its economies of scale and low cost of production which has made the company remain the market leader with the highest sales and revenue from the retail industry in the United Kingdom today. (Rahman, M 2020). Despite this, the threat is still high.
5, THREAT OF SUBSTITUTE PRODUCTS:
The existence of substitute products in the market can make a customer to find alternatives to a company’s product that is more expensive. Example is when Tesco bread was getting too high a few years back, customers switched to Asda rice or Aldi rice which was affordable.
Tesco’s reaction then was to produce their own brand of white and wholemeal bread, which was cheaper, good quality and quite affordable. The threat is medium.







3, SWOT ANALYSIS ON TESCO PUBLIC LIMITED COMPANY (PLC):
SWOT analysis can simply be defined as a method or framework used to in both analysing and identifying an organisation’s Strengths, Weaknesses, Opportunities and Threats. The purpose of SWOT is to help Business decision making and establish Business strategies for the success of the organisation.
A diagram of SWOT analysis will be shown below before carrying out a SWOT analysis on Tesco Public Limited Company.
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STRENGHTS:
Tesco PLC is a big global retailing company with a portfolio of retail brands offering both food and non-food products. Its major strengths are:
1, Tesco at the start of 2021 had approximately 7005 retail stores and with an annual revenue of 53 billion pounds as at the end of 2020 and a net profit of 2.2 billion pounds. The company also employs approximately 423,000 people. (Business Management and Marketing, 2023).
2, In addition to these significant cash reserves, Tesco has an extremely wide range of property in its portfolio, putting the company in a strong financial position to go through any kind of economic storm.
3, Numerous awards for customer service, retail excellence and shopping experience for its customers.
4, A huge Brand Equity coupled with big global recognition.
5, Improved use of technology in all its operations leading to greater cost efficiencies and better service experiences.

WEAKNESSES:
1, Competition pressures leading to price wars has affected Tesco’s profit margin.
2, Some of Tesco’s retail stores in other countries outside the United Kingdom have not performed well as expected.
3, High cost of inventory due to lower patronage in its stores.
4, Largely dependent on the United Kingdom and Europe for its sales.
5, Inadequate development of other markets outside the UK where it operates.

OPPORTUNITIES:
1, Opportunities for Joint Ventures in countries where Tesco are underperforming.
2, There is a big opportunity for Tesco to grow its online shopping because of rising customer demands.
3, Significant opportunity for its home delivery service in many areas that are yet to be explored.
4, Emerging markets that hold numerous opportunities especially in Asia.


THREATS:
1, Economic recession presently in the UK and many countries in the world is a threat to the market share and profitability of Tesco.
2, Competitive threats from emerged retail giants like Aldi and Lidl who are using lower costs to gain more customers and reduce Tesco’s market share.
3, Rising raw material costs are also threatening Tesco’s profit margin.
4, Threats from Government regulations also putting pressure on Tesco to make significant changes to its operational structure which means additional expenses and losses.
5, Labour Union threats for increased wages and benefits for its employees in the UK and other countries where it operates. (UKESSAYS, 2020).



4, APPLYING SEGMENTATION, TARGETING AND POSITIONING TO TESCO PLC:
DEFINITION OF SEGMENTATION:
Marketing Segmentation can be defined as the process as the process where companies divide a dis-similar market, grouping customers from a heterogenous larger group to a homogenous smaller group. 
Segmentation can be based on:
Demographic – Age and Population
Geographic – Countries, Regions, Cities and State.
Psychographic – Activities, interests, lifestyle and Opinions
Geo demographic – Postcodes
Socio-economic – Income, Occupation and Education
Examples of Tesco’s application of segmentation is the introduction of certain products in certain areas and regions to suit the culture and religion of most people who live in those areas. The introduction of Vegan foods in all its stores in certain areas of East of London and in some parts of North of London where there are a large population of Indians who are Hindus and are mostly vegetarians is a clear example of Segmentation.




TARGETING: 
This is the process where companies target the market, using strategies to sell their products to customers in the same market. These strategies can be classified into 3
Undifferentiated – Companies make one offer for the entire group of customers.
Differentiated – Companies make one offer to one group of customers and another offer to another group of customers.
Concentrated – A Niche market (mostly rich or well to do) a small group of customers
Tesco used undifferentiated target marketing for their own brand of TV known as “Tesco Technika”. At that period, the prices of TV from Sony and other electrical companies were on the high side and Tesco’s brand was seen as affordable.


POSITIONING:
Positioning can be simply defined as creating an image in the mind of customers. It involves applying elements of the marketing mix to target the customer efficiently through a wide range of positioning strategies. Positioning strategies include:
Product Benefits and Attributes:
This is associating the brand or product with certain characteristics that are of beneficial value to the customers.
Product Use:
Associating your brand or product with a certain use for the product.
Product Quality:
Associating your brand or product with the high quality of the product.
Product Price: Associating your brand or product with competitive pricing

An example of Tesco’s use of positioning based on Product Quality can be seen in the positioning of Tesco’s “Finest range of products” in most Tesco stores. This is specifically advertised for a selected customer segment. (Dudovskiy, J 2016),







5, EXPLANATION OF THE MARKETING MIX STRATEGIES OF TESCO PLC:
This report will use the 4 Ps of marketing to explain the Marketing Strategies of Tesco PLC. They are Product, Price, Place and Promotion. Tesco’s first objective has always been to fulfil customer needs by offering them value products at affordable prices. The combination of the 4 Ps has given Tesco a reliable brand image leading to increased customer Loyalty. They are discussed below as follows:

PRODUCT:
Tesco’s wide range of products include food, groceries, electronics, clothing, household items and financial services. Tesco is also involved in online shopping delivering food and groceries to online customers as they shop online. This is done with the company’s vans and it is available all over the United Kingdom.
Tesco presently has over 40,000 products in its retail stores portfolio, from food to all other branded non-food items distinguished by its Brand design, logo and excellent packaging. This provides its numerous customers varieties and lots of choices. (Bhasin, H. 2018).

PRICE:
Tesco’s strategy of low prices is what has endeared it to its numerous customers over the years. Tesco has done this without reducing the quality of its products or running the business at a loss due to the large economies of scale to its advantage. 
Moreover, discounts and allowances in many of its stores for both food and non-food items has helped many customers in this present recession. This includes the “Tesco Clubcard” which allows customers gather points on any purchase, which can be converted to money when the points get to a certain level. This has been a huge success in its pricing strategy. (Shastri, A. 2021).





PLACE:
The 2 main channels of distribution for its products and services are online and offline. The offline direct stores consist of six kinds, Tesco Extra, Tesco Metro, Tesco Compat, Tesco Home Plus and Tesco Superstore. All graded according to their various sizes. Tesco has its own transportation consisting of trucks and vans, its own logistics that monitors prompt delivery to all its stores.
All this is to ensure that the right products get to the customers at the right place, and at the right time.



PROMOTION:
Tesco’s advertising and branding over the years are of very high standards. Tesco makes use of TV advertisements, corporate sponsorships, public relations and offering big discounts in many of its stores. The company also provides attractive offers like “buy one get one free” which saves money for its numerous customers.
Apart from all these methods of sales promotion mentioned above, Tesco is also involved in personal selling through its stores as many customers want to see any promotions advertised on TV or online physically before accepting any offer and making purchase. (Shastri, A. 2021).

CONCLUSION:
Concluding this section of the report, it can be seen clearly that Tesco applied all these Models and Strategies to make the business grow. This is what makes it the market leader today in the United Kingdom based on its revenue, sales, cash reserves, assets and brand equity. But there is still room for growth and improvement, because competitors and rivals are working hard to do better.







SECTION B:
RECOMMENDATIONS OF FUTURE MARKETING STRATEGIES FOR TESCO PLC USING THE ANSOFF MATRIX MODEL:
In recommending future marketing strategies for Tesco PLC, I will be making use of the Ansoff Matrix Model to demonstrate clearly important points that can lead to Tesco’s future growth. A diagram of the Ansoff Matrix Model will be shown below for clearer illustration.
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Recommended future Strategies for Tesco PLC is using its present Market penetration pricing strategy to explore New Markets, especially markets outside the United Kingdom where the company is not so well known.
Another future recommended Strategy is creating new products in its existing markets, taking into consideration the culture of the countries where it operates.
Diversification into new markets with new products is also a possibility taking advantage of its large economies of scale to make the venture.
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