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1.0 Terms of reference

The written assessment has been set by Laura James in regard to a Tesco Report.
The date requested for the submission deadline is the 5th April 2019, at 3pm.
Rahima Akther Khanom has compiled this Tesco report. 
The research undertaken will show how Tesco has planned, communicated monitored and reviewed attempts to resolve problems.


2.0 Procedure

Describing the nature, scope, impact, and analysis of SWOT and PESTLE has been undertaken to find out the causes, problems, findings and how Tesco can overcome them.

The report also concludes identifying their product brands, competitions, rewards for loyalty and schemes showing the main issues Tesco has faced with up to date research and reference from the internet, books, and journal’s.
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Findings 3.0

3.1 Overview of Tesco
Tesco PLC, is a retail international company, based in the UK with stores across the Europe and Asian content.
Tesco’s founder Jack Cohen opened his first official store in the 1930’s, with Jacks excellent management skills he opened a hundred more stores, Jacks motto was ‘putting affordable food in reach of everybody”.
In 1947 Tesco store (Holdings) had a share price of 25 pence on the stock exchange, in 1948 Jack visited North America and decided to use his research and ideas and bring the self-service to his new stores.
His first product released was Tesco Tea, and the tea supplier was called TES/Stockwell and the CO from Cohen.
By the 1960’s Tesco had faced competition by his rivals as they lowered the price by selling household goods, Tesco had fought back by green shield stamps that could be exchanged for different goods from their green shield catalogue. 
They opened petrol garages on their own forecourts, advertised healthy eating and promoted high quality products.
It has been suggested that there are over 5000 stores around the world.
After failing to expand to America Tesco had decided to focus on smaller stores such as Tesco Express, and Tesco Metro in aim of those who commute in the city.
The retail company today offers banking, insurance for cars and properties, clothes and electronics.
Tesco’s 4 billion takeover of the wholesaler Booker has resulted in a huge success in boosting their business.
Unfortunately, Tesco has faced huge problems such as the horse meat scandal, Clubcard scandal where Clubcard vouchers were stolen and used, however with a 3-year plan CEO Dave Lewis seemed to have understood the customer’s needs and wants and implemented changes by improving stores, changing prices on fresh products at a lower price.
Dave Lewis has now reported pretax profits of £1.3bn.
Today Tesco’s core purpose is to serve shoppers a little better every day, they are environmentally friendly recycling and re-using bags, they offer price reduction on fuel, based on how much grocery shopping you have done, Tesco also promotes healthy eating, while giving children free fruit.
Clubcard promotes and entices customers to keep shopping while customers are able to double their points or even triple it at certain times of the year, the Clubcard gives you points that you can spend on short trips, car hire, restaurants, and theme parks.





3.2 Previous Problems
Tesco had identified fraud to Clubcard vouchers but insisted it was not their security that had been breached and fraudsters must have obtained the information from elsewhere.
This left the victims furious with many customers refusing to shop at Tesco.
Tesco had then taken steps for online additional security however it seems it was too late to retrieve those loyal customers old and new.
Tesco’s reputation had a huge impact which is now a strategic problem, they did not diagnose the problem by establishing the cause straight away and did not contain the problem by taking decisive action as customers were still worried how and where their personal details went missing.
Using the Five Why’s, the questions that are asked will find the root cause to resolve its problems.
1) Who is experiencing the problems?
Loyal customers old and new, 
Tesco as a company,
The government as it is using its resources to investigate fraud.

2) What are the Impacts/Effects/Symptoms?
Tesco launched Clubcard in 1995 with 5 million joining the scheme, customers did not redeem points as they wanted to use them on bigger purchases or during the Christmas period, this left customers with no trust in the company and had felt let down as they had saved for so long thinking this would help them in need, so families were also affected.
Tesco’s reputation had been damaged by the fraud that had taken pace, this would hinder the ability to attract and retain shareholders such as Blackrock, Inc, Norges Bank, and Schroders plc, customers, and employees.
Tesco’s security had been breached and Tesco was not apologetic and did not sympathize with customers instead they were adamant it was not their fault and they were not to be blamed, the news had quickly reached social media, news, newspaper’s, customers, employees, and other members of the public.
Customers had stopped shopping at Tesco, they had taken their shopping elsewhere, they had now lost the trust of such a huge company, this had a profound effect on the company losing customers and millions of pounds in business with a financial loss.
However, Tesco understood they were losing customers and decided to refund vouchers to the customers that had been affected, this now meant Tesco were giving vouchers from their company and left them more in a diabolical situation, however it did mean they were trying to keep hold of those loyal customers and trying hard for them not to shop at their rival competitions.
Tesco had monitored their situation and had successfully convicted a postman and 2 others.
3) When did this problem occur?
Online in 2013
4) Where does the problem occur?
Online fraud and post.
5) Why did the error happen?
As people had seen a loophole in the online security, and a postman had taken the vouchers as the envelope from Tesco states “Vouchers inside.”
Also, fraud has reached a high as people are not able to buy items they wish for, food prices and electronics are always increasing in price, with many families not able to live and eat comfortably, this is due to jobs, benefits, and education. 
Horse Meat Scandal
Tesco’s horse meat scandal had 60% content in their everyday spaghetti Bolognese sauce and 29% horse meat in their everyday burgers.
When consumers had heard this, they were shocked in hearing that such a huge company such as Tesco had let customers down again, many of these customers who had purchased the products were of those on a tight budget as they were the “cheaper everyday” items. 
Customers were left angry and wanted action taken.
Tesco had dealt with this situation by testing more products for horsemeat, and publication of results in which it had to be in line with the FSA every 3 months.
The effects had shown in a poll that a third of people were less likely to buy processed meat as a result of this, with the impact of losing valuable customers and 300m wiped off the value of Tesco.
With negative publicity consumers trust had been broken once again, especially when Tesco was in the midst of trying to rebuild the trust and confidence. 
However, Tesco did take action by establishing the root cause of action and had withdrawn all products that were affected by the supplier, an apology statement was issued to all customers for the distress it had caused which noted “we will not compromise in the quality food we sell, the presence of illegal meat in our products is extremely serious.”
With a pro-active communication we have seen Tesco adopt a more engaging and collaborative way in order of
1) Making a pledge to you-tube to support customers, suppliers, and farmers by CEO Philip Clarke.
2) Making promises by putting in better controls, build better relations with farmers, and bringing food closer to home, (rather than Ireland) 



3.3 Nature, Scope, and Impact
Brexit
Plans for Tesco will be a huge problem as they try to advocate and promote healthy lifestyle, when a third of our fresh produce is imported from the EU, Brexit would increase wholesale costs by more than 5%.
If Brexit is to happen in the following days or weeks there will be an increase in cost for imported food which will have an effect on retailers and consumers. 
The effect will have a negative impact on families especially with people on low incomes, small businesses and big companies like Tesco.
With a no deal Brexit would mean introduction to tariffs and customs processes, exit from EU regulatory regimes, EU funding and various other programs.
Tesco’s growth over the three decades has had major improvements in its strategy and image, with the initial success “pile it high, sell it cheap” by the founder Jack Cohen.
With Brexit debate still ongoing Crowe UK has highlighted steps that should be taken such as-
1)To incorporate EU companies and assess the impact it will have on the infrastructure needs.
2)Opening bank accounts as businesses can apply for a trusted trader status.
3)Review workforce requirements so they can adapt to their business plans
4)Review and consider pre-paying taxes.

CEO Dave Lewis has mentioned leaving the EU will not affect choice or quality but says prices are being squeezed, however three UK food academics warned Brexit will disrupt supply and prices.
Dave Lewis has concerns of shortages of EU labors needed to pick crops in England, with another poll stating 36% of members would be unable to adapt if they had no access to EU labor after Brexit.
With increase of tariff’s and exports costs going up, this will result in a less competitive business in the UK and in the EU, therefore by trying to maintain a competitive edge by decreasing prices would mean a loss for Tesco. 




Since the UK had voted out of the EU, migrants looking for jobs outside of the UK has risen, yet statistics show unemployment in the UK is likely to increase 6.5% due to the recession, which is a job loss of 500,000. 
The freight trade between Dover and Calais would reduce the shelf life of products in stores for consumers, also shortages, higher prices and less choice, With David Lewis sacking 9,000 staff and closing fresh food counters, with no space to stock perishable goods.
The benefits of Brexit to the UK businesses according to a 2015 analysis contributed £13 billion to the European budget, leaving the EU saves the government a net contribution of around £8.5 billion yearly.
With an opportunity the UK has a chance to trade business deals, for example China and Australia are already discussing trade deals.


3.4 Analysis of causes of problems


With Tesco closing fresh food counters and sacking hard working employees it doesn’t help the reputation of the company, however with Brexit there are many disadvantages and strategic problems that is long term with significant consequences for Tesco and every person including consumers, employees, employers, the government, shareholders, suppliers, contractors and many more. The EU tariffs will be changing, and people will need visas to require permit for the UK, families with lower income and small vegetable and butchers will be of those worse effected.
Staying with the EU would possibly give the UK more safety, as over 1 million businesses trade without the import or export charges, paperwork to 500 million customers, with workers’ rights protected by the EU such as holiday leave, protection for women in work, paid maternity, equal pay and anti-discrimination laws in place, in order to keep building in those relations and not tarnish them with a result of leaving.     
The benefits of Brexit would be having the choice to make fresh business deals, no more contributing to the EU which saves us plenty of money, increase of different products and services, maybe an increase of market share, with many suppliers that maybe from local farms, increase of jobs in growing crops and supplying them.  









 3.4.1SWOT Analysis
Undertaking a SWOT analysis will identify, categories, and will build a comprehensive picture of the current situation Tesco is facing.

Check appendices for figure 1.



Tesco has many strengths and has the potential to still grow with the right strategic management who enables to make decisions effectively by resolving customer complaints and issues when they arise.
Expanding stores in different continents will enable more success and give the opportunity for expansion and attract business proposals for shareholders.
Launching schemes, using adverts and social media will prevent the publics disapproval, and attract new competitors, however monitoring performance while continuous systematic improvement is central in order to be competitive and successful in today’s market.
The Ishikawa diagram can categorize potential problems in order to identify the root cause.
Check Appendices for figure 2.


3.4.2 PESTLE Analysis

Using 3 areas of PESTLE the given information will identify issues that may impact on the company, also identifying future positive issues that can help Tesco resolve its problems.
The framework identifies factors that affect Tesco from the outside, it is mainly used by strategists at a more corporate level.

Without structure any organization or company would be affected by multiple external factors.

ECONOMICAL ANALYSIS

These are factors that are outside of the control of the company, however it still can affect the company in various ways such as unemployment levels, which decreases the demands of goods which can affect the demand requirement to produce the products.
Consumers need to be at the top of basic needs (according to Maslow hierarchy (http://www.ict-learnining now.com).

With Brexit the financial market could have a negative impact as the competition amongst cheaper rivals such as Asda and Lidl can affect their company, however Tesco needs to monitor closely to maintain popularity amongst customers.

Being Eco-friendly and environmentally sustainable shows the reputation Tesco holds, for example re-using bags, and recycling batteries.

Tesco will be affected negatively because of the effects of Brexit by its price and profits, Tesco includes demand and supply by using vehicles for transporting goods and with a high demand they make profit and vice versa.
With other risks involved due to Brexit Tesco is exposed to a wide range of market concentration risks.
High unemployment would be affected which would have a profound effect on profitability as it decreases the demand for its services. 




SOCIAL FACTORS

With lifestyle changes and more people having concern with obesity and being healthy Tesco needs to consider the demand they have for organic products.

Consumers are too busy with everyday life and therefore need fast delivery, Tesco needs to understand their needs and provide these services.

Using demographics analysis and having a statistical description Tesco needs to tailor their customers preference and adjust consumer goods, for example an Asian area would require more Halal products which would sell rather than no halal products.

Having International employee base would give Tesco reliable and trustworthy connections to enable the success of the company’s abroad.


POLITICAL FACTORS

Political factors determine the extent the way the government influences the economy, for example if Brexit was to happen then the government may impose new tax duty or trade tariffs, which would change the revenue of the company. 
Tesco operates in 14 countries and therefore performance can be influenced by local legislation, laws must be abided by to avoid legal hurdles.

The governments encourage companies like Tesco to employ local employees in order to benefit the local people and communities, tax policies are also under the government and they can choose to expand operations to different regions, where as other tax policies can hinder the expansion of businesses.

Governments have the power to raise the tax rate for business, and lower the rate for others, therefore maintaining a strategy is vitally important.

Brexit changes would affect the agreement on consumers and goods, changes to international agreements on pollution and air traffic, with new UK regulations that are likely to replace the EU law would affect trade arrangements.
Political decisions have an impact the economic environment and the cultural environment with politicians influencing the rate and acceptance of new technology.




3.4.3 Stakeholder Analysis
 

(adapted, Mendelow (1991))
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The Stakeholders Analysis identifies who are affected the most by any affects that causes concern for the company. 

· In key players primary/Internal stakeholders would be placed as their importance to Tesco is crucial.

· In keep informed banks, secondary stakeholders would be placed.

· In minimal effort would be media, and competitors.




Primary Stakeholders / Internal Stakeholders
· Management – Maximizes profit, when management is not keeping track of all areas of the company for example product marketing, the impact of this would be customers losing faith in Tesco brands, however they do create goals, implement changes with today’s society to improve the success, and profit margins.
· Shareholders – Holds shares within the company, a negative impact that can affect Tesco is if they leave and no longer hold shares because of Brexit.
· [bookmark: _GoBack]Employees – Fair pay and good working conditions, without the employees there would be no business!



Secondary Stakeholders / External Stakeholders

· Banks – They lend money to companies in order to earn interest, however when a company is in financial problems then they have the money to fall back on.
· Competitors – Using the rivals offers and discounts on products, Tesco can take advantage by marketing and making their price stand out, such as offers, also taking advantages of the rival’s weaknesses Tesco is able to improve the performance of their stores.
· Customers – Buys products at affordable prices, also brings in revenue, for example more loyal customers will shop only at Tesco and not at Lidl.
· Governments and regulators - Can give employment to local community, which boosts the economy, establish fairness, rights, and regulations that are put in to place for the public and employee’s welfare.
· Shareholders – Can provide returns on investment, invests into business, which can improve the profits.
· Trades union – Helps with employment, dismissal or any other problems that you have been unfairly subjected too, for example dismissal of an employee as they are pregnant.

· Suppliers – Handles products, enables the success of business by supplying on time, also can have a negative impact for example the horse meat scandal, the suppliers may know the meat is not 100% beef and supplying horse meat which has had a catastrophe effect on Tesco.
· Media – Gives a negative or positive feedback to the world, can advertise products to boost business, an example of a negative impact is the Clubcard scandal which made people who did not know aware of the current situation which made them take their business elsewhere.
· Associations – Promotes working together, also to provide and benefit of the economy for example the home office and having the rights to work here.




5.0 Conclusion

The report has analyzed errors that Tesco has dealt with such as the Clubcard scandal, and horse meat, establishing what is needed to improve their products and services for example keeping customers happy, rewarding them and enticing them with vouchers so customers stay loyal.
With Brexit approaching many jobs are not secure as current employees would need visas to stay, fresh produce would increase in prices as well as clothes, importing products will also rise if Brexit happens, tax will rise given the impact of trade and supermarkets will be affected in terms of profit.
Tesco is likely to be affected by Brexit but must ensure to maintain consistent global brand image.
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7.0 Appendices
SWOT
	STRENGTH
INTERNAL FACTOR
POSITIVE
	WEAKNESSESS
INTERNAL FACTOR
NEGATIVE
	OPPORTUNITIES/
EXTERNAL FACTOR
POSITIVE
	THREATS
EXTERNAL FACTOR 
NEGATIVE

	
*UK No.1 supermarket
(higher sales and revenues compared to rivals)

*6800 stores 

*Different products such as clothes, homeware, mobiles, loans, Insurance, telecom services.

*Supports fair trading

*Diversified stores which includes Tesco Metro, Tesco Extra, Tesco Express, One Stop and Tesco home plus. 

*Obtained national and international awards such as grocer of the year, waste not want not, drink awards and many more.

*Enhanced technology
For example, RFID enabled barcode system

*Strong brand name

	
*Fraud scandals such as Clubcard, accounting scandal which lead to fines.

*Decrease in profits, share prices dropped more than 9%.

*Low cost strategy, which reduces profits.

*Poor market research suggests Tesco fails to perform in other countries.

*Fines/Charges


	
*Emerging markets,
Such as Turkey, and Indonesia, expand given the right area.

*Internet shopping, upgrade and deliver.

*Expand Jacks which was introduced as a discount store and is doing well in the market.

*Partnerships with reputable companies to help enable new products and services.
	
*Brexit, trade deals, and costs.

*Competition with low cost rivals, such as Asda and Aldi.

*Economic and government regulations such as tax and legal matters.

*Product marketing as Tesco mislead customers under a fake name which caused legal treat proceedings.

*Weak pound and fluctuating exchange rates

























	Figure 1





Fishbone/ Ishikawa theory (1969)  
Figure 2
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Using the Ishikawa shows 3 stages that identifies possible causes and factors which can affect a company to succeed. 
When a problem arises, it is important to explore all factors to find the root cause before a solution is made. 
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