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Executive Summary

The purpose of this report is to analyse the impact the new Coronavirus has had on a chosen UK business. This report discusses these impacts concerning the supermarket Tesco. Firstly, the report briefly looks at how UK businesses have been affected by a whole. This includes how businesses have been affected by the lockdown, how many businesses have had to permanently close due to financial struggles and the rise in unemployment within the UK.
The report then looks deeper into Tesco and how it has been affected. This included a SWOT and PESTLE analysis of Tesco to understand how they are coping with the pandemic and the factors affecting the business and limitations of these models. The impact on stakeholders including employees, customers and suppliers has also be discussed to further identify how operations will need to be changed to deal with ongoing uncertainty. Additionally, the effects of Coronavirus on individual stores have been explored.
The new measures Tesco have implemented has been discussed. This looks at how Tesco has tailored its approach based on government safety guidance such as social distancing. Employee support has also be discussed such as new incentives to retain staff and a new recruitment process. Finally, this section analyses how Tesco has met customer demands such as changes to in-store and online purchasing habits.
Lastly, the report has evaluated Tesco's success in dealing with the pandemic. This looks at how sales have been impacted since the company was able to remain open. The Coronavirus recruitment plan has also be evaluated alongside Tesco's success compared to its competitors.
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Figure 1: Herzberg’s Theory of Motivation. 






Introduction 

At the end of 2019 a new infectious Coronavirus, later named Covid-19 was discovered (WHO, 2020a). On the 11th March 2020, the World Health Organisation (WHO) declared Coronavirus as a pandemic meaning it was a global outbreak (WHO, 2020b). Consequently, many countries began a period of 'lockdown' and stringent two-metre social distancing measures were introduced, changing how businesses operate. Many business sectors such as travel and hospitality were unable to operate on a safe scale resulting in 19% of UK workers being furloughed and receiving 80% of their salary paid by the government (Jones, Palumbo & Brown, 2020).  However, some industries such as healthcare and supermarkets were deemed essential and so had to operate differently to ensure customer and employee safety.  
Tesco is one of the UK's leading supermarkets and is an example of an essential business that had to introduce new measures to operate at a safe level. Gov UK (2020a) guides food businesses and states that Covid-19 must be included in workplace risk assessments to better understand and manage the threats Coronavirus could bring to various stakeholders. It is further explained that employers should work closely with employees and provide support to those with symptoms and keep employees up to date with the most recent advice. Clear communication and action review are key for an essential business to protect employees and customers and to keep operations legal.

2.0 Main Findings

2.1 How Covid-19 is affecting UK businesses. 
The main impact of Covid-19 on businesses was the prolonged closures, putting their future of and their employee livelihood at risk. In April 2019 30% of businesses recorded a drop in business, however in April 2020 this figure stood at 50%. (Dhingra & De Lyon, 2020).  A drop in customer spending can result in little to no profits for many businesses, increasing the likelihood of closures or redundancies. In addition to a drop in sales, reports suggest that one in ten businesses buildings in London have closed permanently due to Coronavirus (Jones & Hughes, 2020). This will create a spike in unemployment levels, creating a rise in mental health issues to those affected and higher government costs for unemployment benefits.
The first financial quarter in the UK experienced the largest economic decline since the 2008 financial crisis, despite lockdown only contributing seven days during this period (Leslie & McCurdy). This show that many businesses have been struggling for most of the year as the effects on businesses were beginning to show before the Coronavirus peak and are likely to decline further as government restrictions are in place, negatively impacting the UK’s GDP, leading high unemployment. In June, many retail businesses were able to reopen, however, despite this large numbers of people still lost their jobs as businesses had to make cuts. Shapland (2020) discusses how 26,000 jobs have been lost during the first two weeks in July in business such as EasyJet, Topshop and Harrods as a result of the pandemic. 
With businesses struggling as a result of Covid-19 the government must provide support to minimise permanent closures or large numbers of redundancies. Sunak (2020) discusses how the government is supporting businesses through several schemes. Firstly, the governments are paying 120 million workers wages for those whose workplaces temporarily closed as part of the furlough scheme. This cuts employers costs as they do not have to pay employees during a time that little or no cash is being brought into the business, increasing the likelihood of those businesses being able to reopen. Additionally, businesses will receive a £1000 bonus for each employee furloughed and still working in the business on 31st January 2021. This will encourage businesses to retain staff rather than make redundancies, reducing high levels of unemployment. Finally, during August, the government is providing an 'eat out' 50% discount for dining in eaters. This will encourage more people to eat and spend money, helping to bring cash into the business. Additionally, it could maintain staff levels in restaurants as the staff will be required, reducing unemployment. 																																									







2.2 – The Impact of Coronavirus on Tesco

Tesco needs to understand how Coronavirus is impacting the company so that necessary changes and plans can be constructed. One model which Tesco could use is PESTLE. This model allows for situational analysis based on an evaluation of external factors including politics, economics, social, technological, legal and environmental (Gupta, 2013). The first factor is political which mainly affects Tesco through the introduction of new government policies. This includes minimising contact within stores by introducing a two-metre social distancing rule and encouraging the use of hand sanitiser. Additionally, screens should be mounted at checkouts to create a barrier between people (GOV UK, 2020b). This new guidance will change the way Tesco usually operate and consideration should be given to ensure stores have the necessary items such as hand gels and screens to work in line with the government.
An economic factor affecting Tesco is the downturn in economic growth caused by coronavirus. In April, GDP fell by 20.4% which is the largest decline since 1997 (ONS, 2020). As a result, customers may buy less if their income is lower, meaning Tesco's sales will decrease. Additionally, people may not want to buy the higher value items such as electronics and so sales made will be lower-cost products meaning profit margins could be tighter. A social factor affecting Tesco is changing customer purchasing habits. BBC (2020) discusses how people are buying more but over fewer trips, with an average of one shop per week. This could boost sales as people may buy more than necessary if they know they will not be shopping for a while, compared to doing smaller shops on a more frequent basis and only buying food for that day. As PESTLE looks at external factors, this is useful for Tesco as Coronavirus is an external risk making it a relevant tool. However, outcomes could quickly become outdated as external factors are constantly changing, particularly technology (Perera, 2017). 
A technological impact of the virus is using new technology that has not been required before. Coker (2020) discusses how Tesco stores in Ireland are making use of 3D imaging to control how many customers are in stores. This can help to make better use of employee time as staff will not have to stand at the door and manually count customers going in and out as staff will not have to stand at the door and manually count customers going in and out. It also means there is less contact as customers can view a screen which tells them if they can enter, rather can asking employees. An environmental impact of the coronavirus on Tesco is the increased plastic usage. For health and safety reasons, there is an increased usage of hand gels and anti-bacterial wipes which increases plastic waste. Tesco currently operates a plan to reduce plastic waste by practising remove, reduce, reuse and recycle as well as packaging products in reusable packaging rather than plastic (Tesco, 2020d). However, due to coronavirus, the increased presence of hand sanitisers and the need to wrap bakery products in individual plastic bags can counter their previous efforts and make the business less environmentally friendly and increase their carbon footprint. The final element of this model is legal factors. Nazir (2020) discusses how the government is loosening the rules on competition laws meaning supermarkets can share stock levels and share delivery vehicles if required. This ensures that supermarkets work together to ensure customers get the food they need throughout the pandemic. Additionally, the government has waived the five pence bag charge for online orders. This speeds up the time for online orders which is essential as online delivery has become more popular due to social distancing measures.

 Another way that they could do this is by performing a SWOT analysis. This analysis looks at the strengths, weaknesses, opportunities and threats of an organisation, considering internal and external factors (Blythe, 2006).  A strength of Tesco is that the company was selected by the public as a brand that made the best contributions during the pandemic through its actions (Mcgonagle, 2020). This is positive as it shows Tesco has maintained customer support and loyalty despite numerous new changes. Additionally, brands who contribute well during coronavirus are likely to keep support after the cause. However, a weakness would be rising costs due to government guidance as money may need to be spent on new health and safety measures, impacting Tesco's profits.
An opportunity is that Tesco can increase sales, as restaurants are closed, more people will be cooking from home. Another opportunity is that Tesco can provide high in-demand products to meet customer needs, increasing customer satisfaction and sales. For example, Tesco experienced shopping habits in March that were like peak days before Christmas (Rayner, 2020). A potential threat to Tesco is the risk of an outbreak in stores. Due to the virus being highly infectious, if an employee contracted the virus it could spread quickly and as a result, the store may have to shut, meaning Tesco could lose sales and have many displaced employees.  A similar situation happened in Lidl as staff tested positive for Coronavirus and the store had to temporarily close (The Grocer, 2020). Therefore, this is a very real threat that Tesco may need to plan for. Reiner (2017) discusses that while SWOT is a simple and easy tool to use, the model does not allow for a detailed plan as points are usually in bullet point form. Therefore, Tesco should use other models in addition to SWOT to allow for more detailed solutions and self-analysis.
Changing operations in a way which has not been done before will ultimately impact the various stakeholders of Tesco. The first group of stakeholders impacted by Covid-19 are employees. Vulnerable people including those with underlying health conditions, or the elderly may become nervous to work in a busy and fast-paced environment like Tesco during the outbreak. Therefore, Tesco announced in March that vulnerable colleagues including those who are pregnant or over 70 years old were able to shield for twelve weeks fully paid (Tesco PLC, 2020a).  While this decision showed support and empathy for vulnerable employees, it can also affect employees who are still able to work as stores can become temporarily short-staffed, putting additional pressures on existing staff during an already difficult time. To minimise the stress put onto existing colleagues, Tesco advertised extensive recruitment opportunities. Lewis (2020) explains how 35,000 people were recruited within ten days in March. This supports staff as employee numbers in stores are higher and means that if existing employees fall ill it will not negatively impact the store to the same extent. 
As most sectors have had to close due to Coronavirus, services such as childcare and schools are no longer bringing children in. This can be particularly difficult for key workers such as those working in Tesco as children will be at home, requiring them to take additional parental responsibilities which could coincide with their contracted working hours. Additionally, due to social distancing measures, parents may be unable to send children to other family members. This could increase the number of absences as employees may call in sick to stay at home and look after their children. To reduce the number of potential last-minute absence calls, Tesco has introduced a new policy of paid compassionate support for those struggling with childcare (Tesco PLC, 2020b). This means that people who need to use this policy can come forward in advance, giving managers more time to cover shifts. 
Another group of affected stakeholders is customers. All Tesco customers will experience changes when shopping due to new government guidelines, however, those who are vulnerable or self-isolating and unable to access stores may find these difficult. The vulnerable are more susceptible to severe side effects of Coronavirus and should limit their outdoor activity making it more difficult to access food shops. These groups become dependant on contact-free online deliveries to ensure their safety, and with a higher demand for slots, Tesco increased their weekly online delivery slots to 1.3 million in June compared to 400,000 slots before lockdown and prioritised some of these for the vulnerable (Aikman, 2020). This allows vulnerable people better access to food, however, there is no guarantee that a slot can be obtained, potentially still leaving some in a difficult situation.
Tesco's suppliers have also been affected by the pandemic. During the start of the outbreak, many consumers began 'panic buying' which is described as a behavioural change during a time of crisis when food shortages are expected (Yuen et al, 2020). As a result, Tesco worked closely with suppliers to ensure stock of essential items such as eggs and milk through increased production at farms (Masters, 2020).  Additionally, Masters discusses that Tesco stopped ordering one-pint milk cartons, so that focus could be put on the larger two and four-pint cartons as these are faster sellers. Therefore, during this period suppliers benefited from an increase in orders as well as more orders containing higher value products such as larger milk cartons. However, suppliers could have also experienced increased pressure and stress as demand was outstripping the supply and so many could have been working long hours to create the produce.
A final way that Tesco has been affected by Coronavirus is changes within individual stores. For example, a Tesco Express store located on Swansea University Bay Campus, experienced a significant decrease in sales as most students went back to their hometowns as lockdown was announced and university’s switched to online teaching. On the 5th April 2019, Bay Campus Tesco had weekly sales of £93,849, however, on 5th April 2020, this number decreased to £15,839 (J Graham, 2020, personal communication, 20 July).  As a result of the drop in sales, many employees had to be relocated to alternative stores to keep the costs low and stay profitable. However, from the 26th July 2020, the store had to temporarily close until students return to the campus. This could be a similar problem for other Tesco stores that are heavily reliant on student purchases meaning fewer stores are in operation generating cash for Tesco.  








2.3 – Tesco’s Covid-19 Approach 

To plan for every possible scenario, many businesses create contingency plans. A contingency plan helps businesses to cope during a catastrophic scenario by looking at business impact, incident response, disaster recovery and business continuity (Clarke, 2010). This can minimise the negative impacts of a disaster if done correctly. While Tesco, did not have a specific contingency plan for a virus pandemic, they did plan for a scenario where the head office was completely closed. Butler (2020) discusses how the head office usually has 6500 employees working, however, since March this was reduced to 30, meaning staff are relying on laptops and video software to work from home. In the contingency plan set out by Tesco CEO, tools had already been purchased to allow remote working. Additionally, Butler (2020) explains how Tesco had a crisis response team holding daily meetings from January to discuss the potential Coronavirus outbreak. As a scenario for home working had been pre-planned, the change from office to remote working would be smoother for Tesco employees meaning less time is wasted trying to adapt to this change, increasing productivity. Furthermore, by holding crisis meetings before the virus peak, Tesco was able to assess risks and create solutions for these and had time to revise any plans to improve business performance, rather than making last-minute plans that could jeopardise safety or business reputation.

To operate effectively, Tesco has introduced new measures and policies regarding safety, support for employees and customer well being. During the Coronavirus pandemic, the government released steps that essential shops must take to ensure they can operate safely and legally. GOV UK (2020a) states that food business should ensure a two-metre social distancing rule is in place, monitor the number of customers in-store and remind customers to only buy essentials. Tesco (2020b) discusses the measures in place to comply with this guidance. To adhere to social distancing, Tesco used floor markings for people to stand on when waiting at checkouts, created a one-way system to improve the flow of customers and reduced the number of people allowed in stores to make social distancing possible. The use of floor markings makes the process clear for customers, reducing customer questions to employees and therefore minimising interaction. Additionally, by reducing numbers in stores, it allows people to become more spatially aware, however, it could increase queues outside stores, increasing the time required to make a shopping trip.
Additionally, Tesco has encouraged customers to use contactless card payments, to reduce the handling of cash and card devices. Whitbread (2020) discusses that the contactless limit was increased from £30 to £45 and that payments of up to £250 can be made through the Tesco Pay Plus app. This measure increases the safety for employees and customers as fewer items are being handled. Additionally, it allows customers to purchase larger shops, not only ensuring that customers have the freedom to buy what is necessary but can also encourage people to spend more, boosting sales.
  Furthermore, to contain the spread of virus shops must be thoroughly cleaned. To do this, Tesco reduced its opening hours so that stores close at 10 pm rather than 24 hours (Tesco, 2020c). This allows plenty of time for the store to be cleaned and is more effective than spot cleaning on the go which could often be rushed. It also allows for shelves to be restocked, making shopping trips quicker for customers and meaning fewer people will be waiting in-store asking employees to check stock in the warehouses. This minimises contact and allows a better flow of people in and out of stores. A drawback of reduced trading hours is that stores will be busier as the same number of people will be shopping with fewer hours to do so, potentially increasing queues to get into stores.  
Supporting employees during an unusual time is important to ensure employee satisfaction and retention. This can be supported by Hertzberg’s theory of motivation. Hertzberg (1959) created a theory about factors that change employees’ behaviours towards work. Hygiene factors such as company policy can lead to dissatisfaction if they are absent, however, they do not motivate employees. Motivators such as achievement create job satisfaction and improve performance.
 

Figure 1: Hertzberg's Two Factory Theory of Motivation. (Source: EPM, 2020)).
Figure 1 shows how recognition is a motivator. Tesco displays employee recognition by rewarding those working throughout the pandemic. Tarry (2020) explains how permanent colleagues will receive a 10% bonus on hours worked between 9th March and 2nd of May. In addition to this, the employee discount will be increased from 10% to 15% from 6th April to 7th May. Recognising employees work shows appreciation and respect, particularly during a difficult period, which can increase employee motivation and productivity. Additionally, as the bonus is dependant on hours worked, it can reduce unnecessary absences as employees would not reap the benefits of the reward.  
Figure 1 also shows how company policy is a hygiene factor. Tesco PLC (2020a) state that a new policy whereby employees who become ill with Coronavirus will receive full pay from the first day of absence regardless of previous sick days. This ensures that employees do not risk coming into work ill and potentially spreading the virus in fear that their pay will be lower than normal, which is the usual case when being paid Statutory Sick Pay.  While this would not motivate employees to improve performance, disregard for abnormal heightened absence during a virus pandemic could result in negative employee perception of the business. Furthermore, employees may no longer want to work for a company that does not support them through hard times, potentially increasing turnover.  




2.4 – A Review of Tesco’s Success

Tesco needs to review its success throughout the pandemic so they can understand their position within the market and make changes to contingency plans that may be required for the future. Tesco has been fortunate that the nature of their business was deemed essential and so they were able to continue to operate and generate sales. By adapting to focus more heavily on online orders, Tesco was able to maintain the custom of elderly and vulnerable customers who may have usually shopped in-store. However, while there was a significant increase in online delivery slots meaning more people could access food, there were several restrictions in place for online orders. Tesco introduced one order per week limit (Tesco, 2020). This can give people less freedom than normal to get food as and when they need and can place customers in a difficult situation if items are forgotten or out of stock. Additionally, ordering online is restricted to 80 items per order (Roberts & Morley, 2020). This could be difficult for larger families who require more food or those who are self-isolating and need to stock up, a challenge which is not in place when buying in-store. By having restrictions on deliveries, Tesco could lose money in sales as people are only able to buy the essentials whereas in stores may pick up more than needed when walking through aisles. Tesco did recognise this and stated that between 85% and 95% of sales would need to be made through in-store purchases as they cannot provide enough slots for every customer (Baynes, 2020).  As a result, customers who are not willing to visit the store may go to other supermarkets to obtain delivery slots, reducing sales.
Another way in which Tesco has maintained success is through an increase in sales during the 'panic buying' phase. Wood (2020) discusses that sales increased by 30% before lockdown as people began to stock up on groceries. Furthermore, Tesco experienced a 75% increase in toilet paper sales and sales for hand soap quadrupled. This is positive for Tesco as many other retail stores experienced a decline in sales before lockdown with retail sales as a whole dropping by 5.1% (Murphy, 2020). However, it is unlikely that Tesco will benefit from this increase in sales as extra employee benefits such as a bonus, full pay for those who are ill with Coronavirus and new policies for those with children will all cost the company more than usual. CNBC (2020) expects Coronavirus related costs of £650-£925 million and so while Tesco will not benefit from these extra sales, the money generated from these can go towards these additional costs.
During the coronavirus pandemic, Tesco was able to provide the necessary support for colleagues, not only through reward schemes but by extensively recruiting to ensure staff are not put under unnecessary pressure during a challenging time. While planning and assuring cover in anticipation for higher than usual absences can improve the productivity of teams, recruitment can be expensive from advertising costs to salaries. Additionally, Tesco may have overestimated the number of extra staff required as during April 2020 Tesco began to make 80% of the new temporary works redundant (Ralph, 2020). As shopping habits returned to normal and with social distancing in stores, there was less pressure on colleagues and so the extra staff were not required. In addition to new employees being made redundant earlier than expected which could create disappointment, Tesco possibly overspent during the recruitment process and on wages that were not required. Moreover, this could affect Tesco's end of year financial performance as costs are already higher than usual through the introduction of new temporary policies and so it is critical that unnecessary spending is kept at a minimum.
Hawthorne (2020) conducted a spot check on the six main UK food retailers, Asda, Tesco, Sainsbury's, Morrisons, Lidl and Aldi to discover which supermarket was the safest during the coronavirus outbreak. The findings showed that Tesco scored second, behind Asda with an average of 80% for safety measures including hand sanitiser availability, social distancing markings and checkout screens. While Tesco did not place first, showing that there is room for improvement, it was performing better than four of its major competitors. Health and safety measures are arguably the most important of the new policies to contain the spread of the virus and to ensure they are operating lawfully and the fact they are scoring high for this shows that Tesco has been successful through the outbreak.
It can be argued that Tesco has provided a successful all-round approach including well-established safety measures and maintaining staff and customer well being, however, true success can only be measured once the Coronavirus pandemic is over and all effects of the virus have been shown.








3.0 Conclusion 

Coronavirus has changed the operations of the UK and how we live.  Many businesses across the UK have had to close in the interest of public safety with one in ten permanently shut in London. Shapland (2020) stated that 26,000 people have already become unemployed as a result of prolonged closures, creating a worrying rise in unemployment. While Tesco was one of the fortunate businesses able to remain open, it was still heavily affected through new policies and circumstances. To understand their position better, a SWOT analysis could be undertaken to identify how they are currently performing and situations they need to plan for such as a Coronavirus outbreak in-store. However, Reiner believes that consideration should be given to this tool as it is oversimplified. As Coronavirus is an external influencing factor, PESTLE analysis could be beneficial to understand potential business changes. For example, new government social distancing policies is a political factor influencing the way Tesco is operating. However, PESTLE analysis can become outdated due to factors constantly changing. Stakeholders of Tesco have also been impacted with vulnerable employees no longer working in a safe environment resulting in Tesco creating a new policy whereby those over 70 or pregnant can benefit from twelve weeks off fully paid.  Additionally, Masters (2020) discusses that suppliers have had to increase the production of bread and milk, creating increased pressure to meet demand during the panic buying phase. These new influencing factors will affect Tesco's approach to deal with the pandemic. Tesco announced new safety measures including floor markings and limiting in-store numbers to adhere to social distancing rules. Additionally, Tesco provided support to employees through full pay if time off was required to self-isolate and bonuses for working through a difficult time which can maintain staff morale and show a sense of support.  Measuring success is important for businesses so that changes can be made in the future. One success for Tesco was a 30% increase in sales during March, however, CNBC is quick to announce that they expect Tesco's coronavirus costs to be between £650 and £925 million, therefore, resulting in little gain from the sales increase. Tesco also ranked second out of five of its competitors for safety in-store, showing that the measures in place are working. However, as the pandemic is currently ongoing, success cannot truly be measured.
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