


This report has been request by the Board of Directors and have asked for it to be submitted by the 29/03/2019. The purpose of the report is to find what problems are occurring in the organization, analyse these problems and find a solution to them. The report was compiled by the HR consultant Fozlul Hoque.

Tesco is one of the leading supermarket business in the UK. The business has grown in terms of profit and floor space over years. Along the journey, Tesco have made many partnerships to get to the position the company is in today. In 1919, Jack Cohen first started trading in a stall, setting out a business where customers can afford food (TescoPLC.com, 2019). The first partner of Cohen was T E Stockwell who supplied tea. The name TESCO came from T E S of Stockwell and CO from Cohen. 1929 was the first store opening and after that through the years they have developed into self-service stores and supermarkets in many locations across the UK. In 1995, Tesco have expanded their business to outside the UK to some countries in Europe and Asia. The organisation progresses as they introduce loyalty and rewards schemes for the customers. The company also opened Tesco Extra and have increased their range from food to now home appliances, electrical goods, clothing and many more. The organisation have also expanded their services to forming their own bank, petrol stations, insurances and network providers for mobile phone users. Also in 1995, the company introduced the Tesco ‘Clubcard’ and attracted 5 million customers. In the 2000s, Tesco opened their online shopping and continued their growth strategy. Tesco have recently merged with Booker Group and launched a discount store ‘Jack’s’ named after its founder to compete with discount supermarkets like Aldi and Lidl.



Whilst Tesco has grown and developed itself over the years, the organisation have had many problems occurring and have found solutions to these past problems to keep the company running.

Here are some problems that Tesco have faced: 

Horse Meat was found in the burgers sold in Tesco. The company’s share price dropped as it was brought up from media. The company lost nearly £300m of its value. (Fletcher, 2013). Tesco had claimed that they had dropped an unapproved supplier (BBC, 2013). After doing this, they came up with a ‘new standard’ by checking the quality of their products by testing the products. They also put in new procedures with all their suppliers, ensuring they are DNA testing the products before they can be put on the shelves for customers. 

Clubcard from Tesco is a loyalty card for customers to use in Tesco. The “Clubcard scheme offers shoppers the chance to collect points for money they spend in store and online” (Cox, 2018). Back in 2014, many customers had their accounts suspended as some of those customers accounts were being hacked into (Hale and Felsted, 2014). Customers’ points and vouchers were being stolen. After this, the company had put in a new security system with a verification process and additional questions.    




           

 

Executive Summary

As there were past problems, Tesco are also facing current problems. The company are cutting costs to save money against competition as it intensifies. In the findings, the reporter will have discussed the problems and how they are caused and what impact they it will have on the company.     



Findings
Tesco’s competition is a problem and is under threat to the company’s top position in the supermarket battle. Sainsbury’s and ASDA may merge to become a bigger supermarket and markets like Aldi and Lidl are being more valued for their discounted prices. Also, as that is going on, food/products from suppliers of Europe is becoming an uncertainty due to the issues of Brexit happening. These problems put the CEO and the board of Tesco are under pressure. 

Competition
From the CEO and Board of Tesco right down to the staff in the stores. All these people will be affected in one way or another. Higher up the hierarchy of Tesco, they will feel pressure from the competition and may have to cut a few board members or sacking the CEO. The staff in the stores can be affected if the CEO and Board start making cuts to their hours or even if the cut jobs of some employees. This will affect the business profits if the organisation carries on as normal. Losing the top spot in the market battle will also make Tesco lose its value as a business. This will affect shareholders who have invested into Tesco. If the company values are decreased, then the share price will drop which is not good news to the shareholders.

Food and Product
The supply of their food and products will affect the employees and the suppliers. As Brexit is happening, the company’s suppliers are from Europe, so this can be a major impact on the company if there is a no-deal Brexit. The firm may have to rely on their UK suppliers heavily until they find new ones. This is more time consuming as it will have to go over the procedures of food and safety regulations. It will also cost more for the company as it is being supplied by a local distributor. If the quality of the food or products are not up to the new standard, then customers may go elsewhere to find the best quality which can result in Tesco losing its top spot to its competitors and losing their market value. 

Discounted prices
Employees are affected as Tesco’s competition continue to offer cheaper products. If the company lose their top spot, they will have to axe jobs of some employees and close some departments to keep that position. This will shorten Tesco’s range of food and products.  


The problem of that Tesco is facing from their competitors, is that the competitors have different quality products and different prices. Sainsbury’s and Asda are negotiating and putting their difference aside to merge will be a big problem for Tesco. Aldi and Lidl have discounted prices which customers are always looking for causing Tesco to lose their customers. Brexit is the cause of the problem for Tesco with its European suppliers as the laws might change and prices will differ. 

Here is a Strengths, Weaknesses, Opportunities and Threats (Humphreys, 2005) analysis of Tesco.    

Strengths
· Tesco has a large reputation in the UK. Non-UK customers have trust in the Tesco brand products. 
· Has awards for the excellent customer services and overall shopping experiences.
· Tesco offers online services to their customers and it is one of the best ways to generate revenues. 
· Leader in UK market. 
· Gradually Tesco has marketing shares that are improving around the world.

Weaknesses  
· Complete dependence on UK market is one of their major weaknesses for Tesco.
· Consecutive achievements and debt reduction

Opportunities
· Concentrating more on non-food retailing
· Growing as skincare retailer (Health and beauty)
· Focusing on international growth

Threats
· Strong competitors in market such as Sainsbury’s or Asda
· Expanding its business to the international level could be very expensive.
· Overseas profits may fall
· Price war between UK retailers


This is another analysis and it is called the PESTLE (Aguilar, 1967) analysis.

Political factors
Now Tesco is operating business in 14 countries all over the world, the performances may differ due the legislations and policies of each country. Employment laws specified by local government must be followed in order to avoid legal hurdles. Most of the governments encourage the organisations to provide employment for local candidates so that local people can be benefited more. All kinds of jobs like low-paid, highly flexible, more skilled, highly-paid and local based jobs are available in stores like Tesco. Tesco employed different categories of people like students, elderly workers and disabled people for low labour rates. Tesco followed the employment legislation and other laws properly in every country where it has stores. 

Economic factors
Demand for a product in market, price of the product and profits of an organisation depends on the economic factors like interest, inflation rates and local unemployment levels. Organisations cannot have control on these economic factors, but it can show adverse effect on organisation performance. Tesco is still completely depending on UK market even though it has stores in different countries, which mean if UK market collapsed or affected by any economic factors, Tesco will be in greater amount of risks.

Legal factor
Tesco performance is directly affected by some of the laws specified by governments. For example, the Food Retailing Commission enforce to use standard pricing for products. That means retailers must not change the prices without any notice and it should not demand the payment from suppliers. Most of the companies try to change product prices regularly in order to attract customers towards them and to hold its position in market. Tesco reduced prices on promoted products where as other product prices increased so that it implemented politically correct pricing laws.  


Stakeholders Analysis

Here is a stakeholder analysis diagram (Mendelow, 1991) of Tesco. There are 4 boxes in matrix which include the interest and power of the organisation. With these 4 boxes there 4 types of stakeholders. 

Minimal effort – the parties that have low interest and low power
Keep informed – the parties that high interest but low power
Keep satisfied – the parties that have high power but low interest
Key players – the parties that have high power and high interest.  
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Conclusion
Tesco are facing many problems. The main issue is that Tesco could potentially lose its customers. While customers are shopping more at discounted markets, this will make Tesco lose its market value. The negotiating between other super markets is another issue as it can take the top spot away from the organisation. Brexit is another issue, if there’s no deal being made, this will stop getting quality products from the EU.  
Recommendations
Here are some recommendations that Tesco should investigate:

· Have talks with other supermarkets, negotiate a contract so both parties win.
· Invest in on the company’s outside the UK stores and research into those markets.  
· Upgrade the online shop. 
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