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Driving Organisational Change in Tesco: A Critical Evaluation of Environmental Pressures, Leadership, and Technological Transformation
[bookmark: _Toc214367274]Executive Summary
This report is an in-depth study of strategic change management at Tesco plc, which is the largest grocery store in the United Kingdom. It analyses the recent history of the organisation, the changing internal and external business environment, and the influence of modern challenges, including digital disruption, online retailing, automation, and artificial intelligence. Knowledge of the business environment is important as organisations are able to know opportunities, threats and develop survival and growth strategies (Cherunilam, 2010). In the case of a complex retailer such as Tesco, environmental awareness is core in ensuring competitiveness and organisational capability.
The report includes extensive PESTEL and SWOT analysis to examine the current strategic stance of Tesco and diagnose the change drivers. It also explores customer, employee, supplier, regulatory and shareholder expectations of organisations and examines how the actors shape and influence organisational strategy. The latest strains, such as post-Brexit labour shortages, inflation, supply chain disruption, and increased competition with Aldi, Lidl and Amazon, have hastened the necessity of change at Tesco.
Through the application of key change management models, specifically the 8-Step Change Model by Kotter, the report examines how Tesco has managed change in the past and how leadership styles and organisational culture have contributed to change outcomes. An overview of transformational and adaptive leadership points out how the ability to lead can facilitate or impede organisational renewal.
The report suggests an elaborate change management strategy that will empower Tesco's digital operating model by increasing automation, AI-powered forecasting, and omnichannel customer-centricity. It has objectives, a financial analysis, a communication plan, and a monitoring and evaluation framework to achieve long-term success.
However, Tesco can sustain its market leadership by exploiting strategic agility, effective leadership, and a responsive organisational culture to react to the current challenges of the environment.


[bookmark: _Toc214367275]a) Introduction
Tesco plc is the largest retailer of grocery and general merchandise in the United Kingdom, serving millions of customers every week within its large store chain and online. Tesco was founded by Jack Cohen in 1919 as a single market stall and has since expanded to become a multinational company operating in Europe and Asia (Tesco, 2024). Its varied formats, Tesco Extra, Tesco Superstore, Tesco Express, and Tesco.com, allow the retailer to cater to the needs of various customer segments, enhancing its competitive edge. By 2024, Tesco holds about 27% of the UK grocery market share, making it the market leader (Kantar, 2024).
Knowledge of the business environment is vital to organisational survival and competitiveness. Business environment analysis enables firms to find opportunities, risks, and position themselves in a strategic way to succeed in the long term (Cherunilam, 2010). As a retailer in a highly volatile and digitally dynamic market, like Tesco, environmental awareness is core to organisational capacity and corporate strategy.
The vision of Tesco is to be the most convenient shop to the customers, whatever, whenever and however they want to shop (Tesco, 2024). This vision is in tandem with its core values, Every Little Helps, which affect decision-making, customer service, commitments towards sustainability, and technological innovation. Tesco is a global company employing more than 330,000 people, and it keeps investing in data analytics, supply chain optimisation, automation, artificial intelligence, and digital transformation to stay competitive in a highly dynamic retail setup (Deloitte, 2023).
[bookmark: _Toc214367276]b) Analysis of Recent History and Environmental Changes
Over the past 10 years, Tesco plc has experienced a dramatic change owing to the changing market dynamics, competition and digital disruption. Following significant financial difficulties in 2014, including an accounting fraud, falling sales and increased competition, Tesco started a multi-year restructuring program to recover profitability, simplify operations and regain customer trust (Wrigley and Currah, 2019). It was a strategic pivot, ending unprofitable international operations, as Tesco left markets in South Korea, Turkey and China to focus on operations in the UK (Palmer, 2020). The company has since become stronger in its leadership, supply chain, and customer-focused growth anchored by technology and data analytics.
[bookmark: _Toc214367277]PESTEL Analysis of Tesco’s External Environment
Political Factors
Brexit left structural labour shortages in logistics and warehousing, a higher cost of imports, and additional regulatory complexity to cross-border supply chains (Schnurman, 2021). Food retail, which is strongly reliant on European imports, was especially at risk. Tesco's operating environment is still influenced by government policies on wages, cost of energy, and competition regulation.
Economic Factors
Inflation, particularly in 2022-2024, strained operational costs and consumer purchasing power (Mintel, 2024). To counter the cost pressures, Tesco reacted with value-led pricing, increased its Clubcard Prices program, and enhanced its supply chain efficiency.
Social Factors
There has been a move towards convenience, healthier products, ethical sourcing and sustainability. Online grocery shopping has been increasing in popularity, particularly due to the COVID-19 pandemic, thus altering customer expectations dramatically (Hubner et al., 2021). Tesco's tendency to invest in quick-delivery partnerships and click-and-collect services is an indication of adjusting to changing tastes.
Technological Factors
One of the most dominant forces that is transforming Tesco is technological disruption. The emergence of e-commerce, AI, automation and data analytics has revolutionised retail in the world. To stay competitive, Tesco invested in automated warehouses, AI-based demand forecasting, electronic shelf-labelling, and improved cybersecurity (Deloitte, 2023). Other competitors like Amazon Fresh launched checkout-free stores with computer vision, pushing Tesco to innovate and enhance store digitisation.
Environmental Factors
Sustainability laws, carbon-cutting promises and increasing customer interest in environmental issues forced Tesco to embrace ambitious sustainability targets. By 2035, the organisation expects to reach net-zero carbon emissions and has also minimised food waste, plastics and energy consumption (Tesco PLC, 2023).
Legal Factors
Tesco should adhere to consumer protection, competition law, employment and food safety requirements. The 2014 accounting scandal has increased regulatory scrutiny that needs a higher level of governance and transparency (FRC, 2019).
[bookmark: _Toc214367278]SWOT Analysis of Tesco
Strengths
· Good UK market position (Kantar, 2024).
· High-level supply chain and logistics.
· Good brand equity and Clubcard loyalty program.
· Omnichannel retail integration.
Weaknesses
· High reliance on the UK market after the international divestments.
· The old system in the old stores needed expensive technological upgrades.
· Low profit margins as a result of price wars.
Opportunities
· Increase in online groceries and quick delivery.
· Growth of AI and automation to create cost reductions.
· Green retail development.
· Individualised marketing through data.
Threats
· Aldi, Lidl and Amazon competition.
· Labour shortages and supply chain volatility.
· Increasing cyber threats
· Macroeconomic volatility and inflation.
[bookmark: _Toc214367279]Impact of Digital Disruption, AI and Online Shopping
Digital disruption has fundamentally changed Tesco's strategic direction. The boom of online grocery shopping, particularly after 2020, demanded an enormous investment in delivery hubs, fulfilment centres and online platforms (Hubner et al., 2021). Online sales at Tesco almost doubled in the process, which proves its flexibility, but also increased operating costs.
AI has been made a core component of operational efficiency. Tesco applies AI-based demand forecast, automated stock optimisation and machine-learning algorithms to personalised promotions using Clubcard data (Deloitte, 2023). Distribution centres' automation has also shortened lead times and labour reliance, allowing Tesco to be responsive to market volatility.
However, digital disruption has made competition stronger. The arrival of Amazon in the UK grocery market brought new sophisticated technologies, which Tesco had to innovate to protect its market share. Cost-oriented models led Aldi and Lidl, and Tesco responded with price leadership with discounts tied to loyalty.
[bookmark: _Toc214367280]Stakeholder Identification and Impact
Customers
The most significant stakeholders of Tesco are the customers. Low prices, convenience, sustainability and digital accessibility have led to Tesco investing in omnichannel retailing and value-based pricing.
Employees
Employing more than 330,000 employees, their demands on salaries, working conditions and online skills learning affect HR policy greatly. Adoption of technologies poses a threat of job displacement, which involves a lot of training and change management.
Suppliers
Suppliers influence product supply, stability in pricing and the supply chain. Aldi's Price Match strategy against Tesco has forced suppliers to keep margins low.
Shareholders
Investors require profitability and sustainable growth, which affect the decisions on restructuring, international exits and capital allocation.
Regulators and Governments
Legal requirements, food hygiene, wage laws, and environmental laws have a major influence on the operational policies.
All these stakeholders put unremitting pressure on Tesco to improve efficiency, embrace technology and increase competitiveness in the market.
[bookmark: _Toc214367281]c) Evaluation of Change Management Models 
To cope with strategic change within a dynamic and competitive environment, organisations must use structured and evidence-based change management models. As the UK’s biggest grocery store, Tesco has faced a lot of transformation due to digital disruption, changing consumer behaviour, and stiff competition with Aldi, Lidl, and Amazon. This part measures three important models of change management: Kotters 8-Step Model, Lewins Three-Step Model and a critical evaluation of how they underpin and/or restrain change processes at Tesco, the McKinsey 7S Framework.
[bookmark: _Toc214367282]Kotter's 8-Step Change Model
The framework focuses on leadership, communication, and organisational readiness aspects that are very pertinent in the strategic development of Tesco (Kotter, 1996). The model offers eight steps, namely, creating urgency, guiding coalition, creating a vision, selling the vision, empowering employees, quick wins, sustaining the gains, and embedding change in culture.
Tesco has used these principles directly in its transformation and subsequent digital modernisation since 2014.
· Building urgency: The increasing competitive pressure of discount retailers and Amazon made Tesco realise its weakness.
· Guiding coalition: Restructuring of leadership under Dave Lewis and then Ken Murphy created a powerful coalition that could take decisive action.
· Vision: Tesco had a clear vision of customer value, digital efficiency, and simplified operations.
· Communication: Performance dashboards, internal newsletters, and town halls reinforced the strategic narrative.
· Empowerment: The employees were empowered with skills training, digital tools, and process improvement processes.
· Short-term victories: Clubcard Prices, better online delivery performance and cost savings rebuilt investor confidence.
· Consolidation: Tesco used gains to invest in additional automation, logistic optimisation and sustainability efforts.
· Anchoring culture: Customer-centricity, transparency, and agility were all stressed to instil new behaviours.
The model is well-suited to the size and complexity of Tesco since it focuses on leadership alignment and culture, which Tesco has historically lacked. However, critics claim that the model is too linear in a fast-changing environment and may not facilitate iterative digital innovation (Appelbaum et al., 2012).
[bookmark: _Toc214367283]Lewin’s Three-Step Model
One of the first conceptualisations of organisational change was unfreeze, change, refreeze (Lewin, 1951). This model is reflected in Tesco's strategic changes in several ways.
· Unfreeze: Tesco realised that structural and cultural changes were necessary after the accounting scandal and falling market share. This was a stage of recognising the internal weaknesses and involving the stakeholders in the necessity of change.
· Change: Tesco closed stores, simplified product lines, restructured supply chains and rationalised global portfolio.
· Refreeze: After restoring stability, Tesco institutionalised the new governance practices, enhanced the auditing procedures, and reinforced the culture of transparency and accountability.
Whereas the model by Lewin enabled Tesco to stabilise following the crisis, it has its limitations. The contemporary retail setting is too dynamic to be refrozen permanently; continuous adjustment is needed. Scholars say that the model simplifies the complex organisational change and fails to consider nonlinear, technology-led change (Burnes, 2017). However, it can still be applied to the restructuring phase in Tesco due to the crisis.
[bookmark: _Toc214367284]McKinsey 7S Framework
The McKinsey 7S model strategy, structure, systems, shared values, style, staff, and skills provide a holistic approach to understanding organisational alignment (Waterman et al., 1980). It is especially applicable to Tesco due to the interdependent organisational parts of the retailer.
· Strategy: Tesco relies on a digital-first strategy to invest in automation, AI-based forecasting, and omnichannel retail.
· Structure: The organisation has reorganised its management levels and digital leadership functions.
· Systems: Operational excellence is motivated by automated warehouses, supply chain systems, online delivery systems, and Clubcard data analytics.
· Values: The philosophy of every little help encourages customer service, efficiency and innovation.
· Style: Leadership focuses on transparency, performance accountability and customer focus.
· Staff: The employees are engaged in significant upskilling to facilitate digital transformation.
· Skills: Digital, data analytics, cybersecurity, and agile project management are becoming more of a priority.
The power of the 7S model is that it emphasises the misalignments. An example of this is Tesco, which enhanced its digital operations and strategy, yet it did not have sufficient skills and staff capacity that demand widespread training programs. One of the drawbacks of the model is its complexity; it will take a lot of time and resources to align all seven components, which is difficult in a company with thin margins and a high level of competition.
[bookmark: _Toc214367285]Comparative Evaluation
Comparative evaluation indicates that both models have various benefits to Tesco:
· Kotter's 8-Step Model is the most applicable to the large-scale cultural and digital change of Tesco as it is applied to leadership, communication, and alignment of stakeholders. Its steps are organised to follow the strategic change of Tesco post-crisis and digitisation. Its sequential character, however, can restrict flexibility in rapidly evolving digital markets.
· Lewin's Model is useful to comprehend the Tesco crisis-driven change, but it does not apply to long-term digital strategy because it presupposes that stability will be achieved after the stage of refreezing.
· McKinsey's 7S Framework presents the most comprehensive look at how strategy, culture, and capabilities have to be aligned to make change work. It is more powerful in diagnosing organisational readiness but requires full implementation.
In general, Tesco can use the combination of all three models to help the business most in its change journey: Lewin to stabilise the crisis, Kotter to lead a cultural and strategic change, and McKinsey 7S to align an organisation in case of technology-driven change.
[bookmark: _Toc214367286]d) Leadership, Cultural Influence, and Evaluation of Change Management at Tesco
The success or failure of strategic change is dependent on leadership and organisational culture. The previous decade has shown that effective leadership interventions and cultural change have helped Tesco to stabilise its performance, restore stakeholder confidence, and develop meaningful digital innovations in its context. To assess the management of the change, a combination of the leadership strategies and cultural forces needs to be considered.
[bookmark: _Toc214367287]Leadership During Tesco’s Transformation
The significant change in Tesco started with the leadership of Dave Lewis (CEO 2014-2020), who took a more transformational leadership approach. Transformational leaders empower and encourage followers to do more than what is expected by working towards a strong vision and by developing organisational commitment (Bass and Riggio, 2006). The leadership of Lewis was consistent with transformational principles in the following aspects:
· Existing strategic vision: Lewis highlighted a refocusing of Tesco to its primary mission of serving the customers better, following years of strategic drift.
· Rebuilding trust: After the accounting scandal, he enhanced transparency, ethics, and communication, which are essential in regaining stakeholder confidence.
· Leading cultural change: He went out to simplify things, promote teamwork and remove all the unneeded complexity.
Transformational leadership proved useful in re-involving workers, fostering responsibility and cultural revival. As Ken Murphy replaced Lewis in 2020, he maintained this leadership style but with more pronounced digital and analytical choices, a more adaptive leadership style as needed during technological disruption (Heifetz et al., 2009).
However, transformational leadership was not enough in every aspect. Tesco has also applied aspects of transactional leadership in the form of performance targets, cost-efficiency and operational discipline during times when strict cost control was required. Transformational and transactional leadership created a balance that helped Tesco to lead innovation whilst staying afloat.
[bookmark: _Toc214367288]Leadership and Change Models
The Tesco management also fitted into the 8-Step Model of Kotter. As an example, it needed a powerful leadership communication to create urgency around competition and digital disruption. The creation of the guiding coalition included reorganising the executive position and increasing the ability to lead digitally. Leaders at different levels had to model new expectations to anchor new behaviours into organisational culture.
According to McKinsey 7S, leadership affects some soft points, such as shared values, staff, and skills. Changes in leadership approach informed cultural change, upskilling, and the build-up of digital skills.
[bookmark: _Toc214367289]Evaluation of How Change Was Managed
The Tesco strategic change management can be divided into three stages: crisis stabilisation, strategic repositioning, and digital transformation.
In the stabilisation of the crisis, Tesco was undertaking the unfreezing stage of Lewin as the leadership was facing organisational complacency, poor governance and operational inefficiencies. Tesco did well to unfreeze old practices by creating urgency and treating structural weaknesses actively.
The repositioning stage necessitated re-examination of product lines, supply chains, customer value propositions, and store operations. The leadership was effective in involving stakeholders, especially employees and suppliers, with clear communication and teamwork. However, critics claim that early cost-saving initiatives caused temporary dissatisfaction among employees, which reflects a conflict between financial discipline and employee morale (Palmer, 2020).
The digital transformation stage has been more intricate. The adoption of AI, robotics, automation, and the omnichannel demanded more cultural adjustment. Tesco spent much on training employees, which is a characteristic of the ADKAR model, as it focuses on knowledge and ability, but this model was not implemented directly. There was some resistance, especially among workers who feared being replaced by automation. This was dealt with by leadership by reassurance, redeployment and training opportunities- to reaffirm trust and long-term commitment.
In general, Tesco coped with change successfully, as it associated strategic clarity, effective leadership communication, and long-term orientation with cultural renewal. However, there are still gaps, especially in terms of skills gaps, digital preparedness, and employee engagement in a fast-changing retail setting.
[bookmark: _Toc214367290]Organisational Culture and Its Impact on Change
The organisational culture at Tesco in the past focused on efficiency, customer service and cost leadership-values that were linked to its every little helps culture. However, before 2014, the culture was over-compliant and performance-focused, which led to unethical behaviour in financial reporting (FRC, 2019).
Leadership introduced cultural reforms after 2014 to advance transparency, empowerment, collaboration, and respect. To root new behaviours, cultural change was necessary, which corresponds to Step 8 of Kotter. The current culture is a fusion of customer-centeredness and digital innovation. However, cultural inertia may still pose problems, especially when it comes to long-serving staff who are forced to learn new technologies or new working patterns.
A powerful and flexible culture has eventually assisted Tesco in incorporating digital processes, improving customer experiences, and maintaining a competitive advantage. However, further cultural evolution is necessary to enable further innovation and responsiveness.
[bookmark: _Toc214367291]e) Change Management Plan for Tesco
[bookmark: _Toc214367292]Proposed Change: Implementation of an AI-Driven Demand Forecasting and Inventory Optimisation System Across All UK Stores
Tesco needs a new strategic change project to ensure that it has a competitive advantage and improved operational efficiency in line with technological changes. The plan suggests the launch of an AI-based demand forecasting and inventory management system. Machine learning analytics, predictive algorithms, and automation are becoming more popular in the retail sector to optimise supply chains (Deloitte, 2023). With increasing customer demands, digital competition, and supply chain volatility, Tesco needs to enhance its technological capacity to be agile and customer-centric.
[bookmark: _Toc214367293]1. Rationale for the Proposed Change
The issues that are present today, like changing consumer demand, the rising costs of operations, and the competition posed by online stores like Amazon Fresh, necessitate proper forecasting. Although Tesco already engages digital analytics, the system is not as well-integrated, automated, and predictive as advanced AI. The adoption of an integrated AI will help Tesco to:
· Minimising stockouts and overstocking.
· Reducing food waste and expenditures.
· Improving customer satisfaction.
· Enhancing supply chain visibility.
· Optimising profitability with data.
This project is connected to the long-term vision of Tesco, which is efficiency, sustainability, and digital innovation of its operations (Tesco, 2024).
[bookmark: _Toc214367294]2. Objectives of the Change
The implementation will be based on the following SMART objectives:
· Cut inventory losses by one-fifth in 12 months of system implementation.
· Improve prediction to 90% in all key product assortments through AI algorithms.
· Increase product availability rates to 97 per cent in 9 months.
· Implement an AI inventory system in all stores in the UK in 18 months.
· Training of store managers and supply chain personnel on the new system: 100 per cent within 6 months of implementation.
These goals are directly linked to operational excellence, cost-saving, and enhanced customer experience.
[bookmark: _Toc214367295]3. Change Management Model: Application of Kotter’s 8 Steps
The Tesco change plan is based on the 8-Step Model of Kotter (1996):
· Create urgency: Communicate problems with waste, cost increases and digital competition.
· Develop a guiding coalition: Establish a cross-functional leadership team with IT, supply chain, store operations, and HR.
· Develop a strategic vision: Introduce a vision of efficient, sustainable operations based on data.
· Share the vision: Communicate through the internal communication channels, workshops, and leadership briefings.
· Train and empower employees: train, minimise resistance, and make systems usable.
· Create short-term wins: Roll out the system in 50 stores to prove the benefits in 3 months.
· Sustain acceleration: Add stores gradually upon pilot assessment.
· Instil new behaviours: Integrate AI-based practices into performance reviews, KPIs, and training models.
[bookmark: _Toc214367296]4. Financial Plan
The financial plan will contain investment, cost-benefit analysis and ROI:
Estimated Costs
· AI system acquisition and integration: PS30 million.
· PS4 million: Staff training programs.
· IT infrastructure improvements: PS6 million.
· Pilot testing and rollout: PS10 million.
Cumulative approximate investment: PS50 million.
Benefits
· Reduction of waste savings: PS15 million per year.
· Better stock precision that saves lost sales: PS25 million/year.
· Efficiency of labour and automation: PS8 million in a year.
Savings in total estimated per year: PS48 million.
Expected ROI: Approx. 2 years
[bookmark: _Toc214367297]5. Stakeholder Analysis
Significant stakeholders and their influence include:
	Stakeholder Group
	Level of Influence
	Role and Interest in the Change

	Senior Leadership
	High influence
	Approve investment, set a strategic track, and champion AI adoption across the organisation.

	Store Managers
	High impact
	Oversee operational implementation, ensure staff training and submission of new procedures.

	IT and Data Teams
	Critical influence
	Develop, integrate, and uphold AI systems; provide technical support.

	Suppliers
	Medium influence
	Adjust delivery schedules based on enhanced forecasting; collaborate on supply chain arrangements.

	Customers
	Indirect but essential
	Benefit from upgraded stock availability, lower waste, and an improved shopping experience.

	Employees
	Medium influence
	Adopt new systems, participate in training, and confirm accurate performance of new operational procedures.



The stakeholder engagement will be based on the strategy of constant communication and support.
[bookmark: _Toc214367298]6. Communication Plan
Communication is a way to decrease resistance and facilitate adoption:
· Leadership Announcements: CEO and top management present the initiative.
· Workshops and Webinars: Demonstrations and questions, and answers.
· Online Training: Videos, user guides, and troubleshooting information.
· Store Briefings: Weekly meetings will review goals and progress reports.
· Feedback Mechanisms: Survey, suggestion boxes and direct feedback channels.
Communication will be done at pre-launch, launch and post-launch levels.
[bookmark: _Toc214367299]7. Evaluation Plan
Assessment helps to ensure the change provides desired returns. Tesco will use:
Key Performance Indicators (KPIs)
· Percentage of forecast accuracy.
· Waste reduction levels
· On-shelf availability metrics (OSA).
· Cost savings achieved
· User adoption and completion of training.
Review Mechanisms
· Monthly performance reports.
· Leadership reviews quarterly.
· Post-12 months independent audit.
· Comparison of pilot and full rollout results.
Ongoing observation will make the change perfected and maintained.
[bookmark: _Toc214367300]f) Conclusion
This report has critically discussed Tesco's strategic reaction to the modern organisational challenges by examining its recent history, environmental changes, leadership strategies, and cultural forces. The discussion has focused on the role of fast digital disruption, changing consumer demands, supply chain instability, and increasing competition in shaping the strategic direction of Tesco. As both PESTEL and SWOT analyses revealed, the long-term success of Tesco will require a constant improvement in its digital capacities, operational stability, and innovation ability. The suggested implementation of an AI-based demand forecasting and inventory optimisation system is a direct answer to these environmental pressures since it offers a systematic direction towards more accuracy, less waste, and higher customer satisfaction.
The comparison of change management models showed that the Three-Step Model by Lewin and the McKinsey 7S Framework have important diagnostic information, but the 8-Step Model by Kotter is the most successful in guiding the complex and organisation-wide change in Tesco. The focus on vision communication, stakeholder engagement, short-term wins, and cultural anchoring is suitable for Tesco because of its size, structure, and leadership style. It demonstrated that leadership played a pivotal role in influencing employee commitment, resistance minimisation, and innovation-friendly culture. Transformational leadership, specifically, is essential to the process of staff motivation, communicating purpose, and maintaining momentum during the change process.
The change management plan created in this report has specific goals, a realistic budget and a multi-tiered communication and review plan. The plan provides Tesco with a powerful system of managing future uncertainties by incorporating stakeholder interests, operational needs, and long-term strategic objectives. The ability to change, innovate, and strategically adopt technological change will define the ability of Tesco to remain a market leader. When successfully executed, the suggested change will not only allow Tesco to react to the digital disruption but also improve its organisational response and competitiveness in a changing retail environment.
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