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[bookmark: _Toc3004]Executive Summary 
In response to the changing internal and external environment of the organization, the study included a detailed assessment of Tesco's current and projected external and internal position using tools such as PESTEL, SWOT, Porter's Value Chain and McKinsey's 7S Framework. The report shows that geopolitical instability, economic recession and environmental issues have caused difficulties for Tesco, affecting its operations and customers. However, despite these headwinds, Tesco's current loyalty program and cost leadership strategy have allowed it to maintain its brand appeal. These strategies and fundamental strengths are powerful for future success. In addition, Tesco's value chain capabilities reflect the strength of inbound logistics, operations and marketing. Tesco has an extensive warehouse network and manual processes for consumers, which strengthens its competitiveness, however, in a weak market, consumer spending could tighten and threaten Tesco's profit margins. It is recommended that Tesco continue to engage in sustainable practices, prioritize investments and strengthen environmental management to maintain its long-term competitiveness. Secondly, considering the changes in consumer behavior and habits caused by technology today, it is suggested that Tesco needs to use new technologies to improve its digital omni-channel experience, thereby improving customer engagement and increasing sales. Finally, Tesco needs to develop a culture of innovation and continuous improvement within the organization to adapt to market dynamics and achieve long-term success.
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2. [bookmark: _Toc23408]Introduction
There is considerable uncertainty and turbulence in the current global economic landscape, including geopolitical disputes (LaRocco, 2023), trade wars (Lawton, 2024), and the residual impact of the COVID-19 epidemic, which has affected many industries. These challenges are changing consumer behavior, supply chain dynamics and the competitive landscape, and the retail industry is no exception. Like many of the major players in the sector, Tesco operates in a highly competitive and rapidly changing environment. Founded in Britain in 1919, the company has grown from a domestic retailer to a global company with multiple stores and hundreds of products and services. The current uncertainty in the internal and external environment has created many new threats and challenges for Tesco, while also providing opportunities. The purpose of this report is to gain valuable insights into Tesco's operating environment through external and internal environmental analysis, identify strategic opportunities and challenges, and develop business strategies to improve its competitiveness, positioning and growth in the face of global economic challenges.

3. [bookmark: _Toc32258]Current environment analysis 
[bookmark: _Toc7901]2.1 PESTEL analysis
An organization's major external influences—political, economic, sociological, technological, legal, and environmental—are examined in a PESTLE study (Buye, 2021). This strategic tool aids in recognizing and comprehending the macroenvironmental elements that affect the operations and decision-making procedures of a company (Eierle et al., 2022).
	Political 
A number of significant events have a detrimental impact on the geopolitical landscape globally, such as the wars in the Middle East and Ukraine and the US-China trade spat that has seriously damaged global scenarios. Economic sanctions and geopolitical tensions have an impact on a number of businesses, affecting consumer attitudes and buying habits.The biggest long-term danger posed by the US and China's many trade tariffs is that they will divide their respective zones of influence, which will have a detrimental effect on the supply chain and product prices (LaRocco, 2023) and raise trade tariffs. Furthermore, two regions that are vital to the world's food and energy supplies are currently experiencing wars. Global inflation and growth may be exacerbated and slowed down if the Middle East war gets worse. Tesco was forced to make changes to its product supply chain requirements when the Israel-Palestinian Conflict broke out, leading some customers to boycott Israeli items (Lawton, 2024).

	Economic
The rate of growth in the global economy has significantly slowed down, and forecasts suggest that this trend will continue as more nations confront the threat of recession (World Bank, 2022). Further supporting this tendency are the ongoing differences in growth rates across various areas and the growing gaps in economic performance between them (Gourinchas, 2023). A poor sales result might result from all of these problems as well as rising labor and commodities expenses (Mutikani, 2023; Picchi, 2024). Recessions will also result in lower consumer confidence in spending (Vinci and Licandro, 2021) and a decline in buying power (Valaskova et al., 2021).

	Social
The notion of environmentally conscious consumer values has gained significant traction in several industries, including the retail business, in recent decades. Because it contributes to the sustainability of the environment, today's consumers are more concerned about environmental sustainability than they were in previous decades (Gunawardana, 2020). Nowadays, more and more customers are choosing ethical and environmentally beneficial items (Cam 2023). Moreover, the eCommerce sector is anticipated to bring in US$3,226.00 billion in revenue in 2024, and from 2024 to 2029, revenue is predicted to develop at a compound annual growth rate (CAGR) of 9.79%, leading into a projected market volume of US$5,145.00 billion (Statista.2024). Online purchasing is still on the rise, and omnichannel experiences are now even more crucial for modern companies (Roggio, 2024).

	Technological
Nearly 40% of jobs globally are predicted to be impacted by AI (Georgieva, 2024), which will replace some and enhance others including inventory management, pricing, customization, and even the creation of new product ideas (Javaid et al., 2022). From 2024 to 2031, the augmented reality and virtual reality (AR and VR) market is expected to generate about USD 220496.0 million in revenue (LinkedIn, 2024). Shoppers now have new methods to interact with items thanks to augmented reality (AR) and virtual reality (VR), such as the ability to inspect things in the comfort of their own homes (Zhang, 2020).

	Legal
Environmental, social, and governance (ESG) rules and regulations have become more prevalent globally in recent times. More than 80 nations worldwide are covered by more than 2,400 ESG legislation, many of which are revised continuously. With 1,255 ESG laws implemented globally since 2011, this indicates a 155% rise in the last ten years (Domingues, 2023). Transparency and accountability are increased by ESG legislation, which force businesses to report to investors on their ESG performance and risks. Businesses that don't adhere to ESG guidelines risk losing investors' trust and suffering reputational harm, both of which can significantly affect their bottom line. Companies may be required by ESG rules to modify their business activities in order to comply with ESG standards, which would include large expenditures in new systems, procedures, and technology.

	Environmental
Significant weather events that are made worse by climate change and the depletion of natural resources are having a real effect on companies around the globe. 2023 is predicted to be one of the warmest years on record globally. The temperature during the last eight years has been the highest on record (The Guardian, 2022). Natural resources are being used up at a startling rate, with 90 billion being used up year and a twofold rise predicted by 2050 (Lindner, 2023). Businesses must reduce their carbon footprint since the world's temperatures are increasing and natural resources are disappearing at an alarming rate.




[bookmark: _Toc8580]2.2 SWOT analysis
The SWOT analysis framework is employed to ascertain and assess a business's opportunities, threats, weaknesses, and strengths (Benzaghta et al., 2021). It may assist businesses in identifying the parts of their operations that are hindering growth and selecting which fresh leads to follow up on.
	Strengths
Large store network: Due of its vast global retail network, Tesco is very accessible to consumers. According to Bedford (2023a), Tesco has 4,859 active stores globally as of 2023, including franchise locations. As a consequence, the company may expand its customer base and reach new markets. One of its greatest assets is its vast retail network, which gives the company access to a diverse clientele throughout several countries and regions. Furthermore, having many stores in various locations increases the company's visibility and brand awareness. Tesco's extensive retail network also enables it to bargain with suppliers for reduced pricing, which increases profitability.

Customer loyalty program: Tesco's Clubcard loyalty programme offers members exclusive prizes to promote customer loyalty and recurrent business. With over 14 million members, the Clubcard loyalty program is said to have an 80% penetration rate (Pymnts, 2023). Through the collection of consumer choice and behavior data, Tesco can enhance the personalization of its goods and marketing campaigns.

Sustainability initiatives: Sustainability-related issues have grown in importance for companies worldwide as environmental responsibility and sustainability have become crucial considerations for both consumers and enterprises (Petro, 2024). Tesco responded by pledging in 2020 to source all of their seafood from sustainable sources. Tesco started a new project in 2022 with the goal of reducing food waste by 50% by 2030 (Permutable, 2024).
	Weaknesses
Over-reliance on the UK market: The UK market is a major source of revenue for Tesco. 91% of Tesco's income in 2021 came from the United Kingdom. Because of this, the business is more susceptible to shifts in the UK economy, like the Brexit vote. Tesco's over reliance on the UK market limits its potential for worldwide growth and exposes it to changes in consumer preferences and spending patterns. The shift to online shopping, which has boosted competition and put traditional retail models under pressure, might have an even greater effect on Tesco's profitability (Dabo, 2024).

Failed ventures into foreign markets: Tesco's international development has been hampered by logistical issues, cultural differences, and legal barriers, which have led to large losses and unsuccessful endeavors. Even after eight years and around £250 million, Tesco was still unable to break into the Japanese market as early as 2011 (Wood, 2011). Afterwards, it revealed that Tesco had lost $1.6 billion USD during its disastrous US market debut (Butler, 2012). 



	Opportunities
Invest in new technologies: Consumer decision-making is changing as a result of recent technology advancements (Valenzuela, 2023).Consumer decision-making is changing as a result of recent technology advancements (Valenzuela, 2023). Tesco can enhance its operations and offer new services to customers by investing in emerging technologies like blockchain and artificial intelligence. Tesco may, for instance, employ artificial intelligence to forecast consumer demand and streamline its supply chain. Blockchain technology might potentially be used by the business to monitor the sustainability and trace the origin of its goods.

International expansion: With a growing middle class, emerging markets made for 50.1% of the world GDP in 2023 and 66% of the growth in the GDP between 2013 and 2023 (World Economics, 2024). Tesco can take advantage of the unrealized potential for growth in emerging economies by strategically focusing on areas like Asia, Africa, and Latin America. Tesco might expand into other markets to diversify its risk and increase its clientele and revenue sources.
	Threats
Intense competition: Large stores throughout the globe, such as Sainsbury's, Asda, Lidl, Aldi, Walmart, and Carrefour, compete with Tesco (LinkedIn, 2023). Tesco is under pressure to stay up to date since these businesses are always innovating and expanding their product offers. Aldi, for instance, has found great success in the UK by providing cheap pricing on a certain number of goods (Partridge, 2023). Furthermore, internet merchants such as Amazon have ventured into the grocery industry (Forbes, 2023), with the potential to usurp market share from Tesco's virtual delivery service. 

Slow global growth: Global GDP is predicted to decline to 2.4% in 2024 (Gill and Kose, 2024), which might result in lower consumer spending and negatively impact Tesco's financial results. Tesco could find it more difficult to raise money during recessions for expansion or for investments in cutting-edge technology.




[bookmark: _Toc11547]2.3 Generic Value Chain
A value chain is the whole series of steps businesses take to create, manufacture, market, and provide an item or service from start to finish. Value chain analysis has the power to transform an organization, enhance the goods and services it provides, and forge new relationships with other businesses and their patrons.

Primary activities in Tesco’s value chain
Primary activities are the activities that go directly into the creation of a product or the execution of a service (Frederick et al., 2019). These are inbound logistics, operations, outbound logistics, marketing and sales, and service (Nkunda and Odongo, 2021).

Inbound logistics
An organization that analyzes in-bound logistics must concentrate on all facets of transformation, from raw materials to final goods (Simpson et al., 2020). Tesco places a high priority on supply chain innovation. It uses data-driven insights to accurately estimate demand, make real-time adjustments to inventory levels, and ensure flawless coordination across its extensive supply chain network, from procurement to delivery. Inventory turnover, shelf availability, and stock level monitoring have all increased thanks to automation in warehousing, RFID (Radio Frequency Identification) tracking, and sophisticated analytics (Retail Week, 2023). 

Operations
Operations comprise both production and customer service activities.Tesco has 4,859 shops worldwide and operates globally (Bedford, 2023). With the help of Mintel, the firm has created a variety of shop kinds and formats that are divided into target populations, such as Express, Metro, Superstores, Extra, and Home Plus. In addition, the grocery store chain offers its own brand of goods under the Everyday Value basic line (Lewis, 2022). 

Outbound logistics
Activities that involve moving the product via several middlemen to reach the buyer are categorized as outbound logistics. Since grocery shopping is the primary reason why consumers visit Tesco stores, the corporation does not need to transport the things that are purchased in-store to the customers' doorsteps. Nonetheless, Tesco offers delivery and online shopping through Whoosh (Tesco PLC. 2023a). It also features a Click & Collect system, which costs £1.50 and allows users to pick up their purchases from a collecting station (Mason, 2020).Moreover, the business uses automation and voice-picking technology to shorten the time it takes for a grocery shopper to place an order and get their delivery (Retail Week, 2023).

Marketing and sales
Marketing and sales are the activities that allow merchants to expand their business. To draw in new consumers and establish enduring connections with them, Tesco use a range of traditional and digital marketing techniques as well as data analytics. By 2023, Statista reported that the company had spent £81.15 million on advertising in the UK. It has also consistently placed display ads on platforms for both print and digital news businesses. After investing about £40 million in national news brands and running advertisements each month from February 2021 to August 2022, Tesco was selected as Newsworks' Advertiser of the Year 2022 by the news industry (Hudson, 2022).

Service
Service is an import area of discussion in value chain analysis. It refers to after sale activities for of Tesco. If a customer is not satisfied with the product(s) they purchased from Tesco shops, they have 30 days to return the item(s) with proof of purchase and obtain a replacement or refund (Tesco, 2024).

Secondary activities in Tesco’s value chain
According to Frederick et al. (2019), secondary activities aid in the efficiency of primary activities. Stated differently, the purpose of these actions is to provide a corporation a competitive edge.

Infrastructure
The firm infrastructure denotes a variety of operations, including quality control, resolving legal issues, accounting, finance, planning, and strategic management. Tesco intends to continue growing internationally (Kelly, 2024), despite having previously stopped operations in China, the US, Japan, and the UK (Barry, 2024) and closing shops in the UK (Reuters, 2019). Similarly, it is concentrating on high-end items under the new strategic goals of offering consumers "magnetic value," advancing its Clubcard offering, ease, and generating cost savings (Jefferson, 2021).

Human resource management strategy
Tesco provides flexible working options with consideration for work-life balance. To assist young people, especially those from disadvantaged backgrounds, in beginning their careers, Tesco launched a unique retail apprenticeship program in February 2024.Together with these salary increases, Tesco is strengthening its support for workers' personal and family obligations. The grocery chain, for example, is expanding the maximum sick pay entitlement to eighteen weeks for qualified staff and increasing paternity leave to an industry-leading six weeks at full pay. The business has also strengthened its family leave policy, including fully compensated 26 weeks of maternity, adoption, and kinship leave (HRK News Bureau, 2024). 

Technology development
Nowadays, in this highly technologically sophisticated era, practically every value chain activity is dependent on technology. As an example, and a very simple one at that, Tesco now offers self-scan at 573 of its shops (Hardcastle, 2021). The first supermarket without checkouts opened in 2021 when Tesco opened a location in London's High Holborn (BBC News, 2021). Additionally, it is incorporating scan-free self-service kiosks into its Tesco Fulham Reach Express store to offer a more seamless experience (Pymnts, 2023). Tesco has demonstrated a resolute commitment to spearheading the digital transformation in the retail business by means of their sustained investment in its digital and technology infrastructure.

Procurement
Procurement in value chains refers to the actions involved in obtaining the inputs, which may include suppliers, equipment, raw materials, and other things needed for making the end product (Eisenreich et al., 2022). Finding the proper suppliers who can provide goods at the greatest price is part of Tesco's procurement operation. The business searches for suppliers who can lower expenses for it as well as those who can enhance the goods with their dedication to sustainability. Tesco allows sustainable start-ups access to its supplier chain (Tesco PLC, 2022). Nevertheless, Tesc also intended to conduct direct discussions about prices with suppliers at a period when it was concentrating on reducing the effects of inflation (Reuters, 2023).

[bookmark: _Toc17955]2.4 McKinsey’s 7S Framework 
Tesco McKinsey's 7S model shows how seven distinct company components—strategy, structure, systems, skills, staff, style, and shared values—are linked to improve overall performance (Suwanda et al., 2022). It offers a multifaceted framework for assessing an organization's present situation and identifying areas for improvement in order to meet goals.

[bookmark: _Toc9294]Strategy
Tesco's marketing communication theme, "Every Little Helps," is aligned with its cost leadership business goal. It often gains consumer loyalty by making quality and value investments. Tesco's offerings are perceived by customers as offering 'value for money' together with a little bit more. Tesco is putting a lot of effort into their 'Save to Invest' cost-cutting initiative (Sillars, 2023). Tesco is able to provide exceptional quality products at competitive rates because of its investments in value and in the improvement of over 1,100 own brand items, ranging from pasta to fresh fish (Tesco PLC, 2023b).

Structure
Tesco's organizational structure is quite hierarchical, with several tiers ranging from retail sales to management to the CEO (Ullash, 2023). There are thirteen members of the Board of Directors, which includes the Chair, the Chief Financial Officer, the Group Chief Executive, the Senior Independent Director, and many independent Non-executive Directors. Tesco announced a reorganization of its shop management at larger Superstores and Extra shops, as well as a realignment of its store manager positions, in an effort to stay focused and competitive in a market that is changing quickly. 1,800 new, lower-paid "shift leader" positions will be created in big UK retailers, replacing the 1,750 lead and team managers who will be let go (Kollewe and Partridge, 2023). These new positions will be in charge of overseeing daily shop floor operations.

Systems
Every day, the grocery chain depends on a number of systems to keep running. Tesco made significant adjustments to its online ordering process last year. Among them were an increase in the minimum delivery expenditure from £40 to £50 and a rise in the basket fee from £4 to £5. The Tesco Clubcard app was discontinued on April 18, 2023, and was replaced with a new app that promises to deliver customized, money-saving offers to clients every two weeks instead of just eight times a year as per the current system (McHardy, 2023). Tesco also revealed ambitions to streamline organizational processes, using a self-service checkout system as an example. It has completely redesigned its self-service checkout system and installed a new "magic" checkout system, which will put an end to the annoying "unexpected item in the bagging area" issues at the checkout (Rodger, 2023).

Staff
Tesco employs more than 330,000 employees (Bedford, 2023b). Tesco has been offering a number of staff advantages since April 2023, including the ability to request flexible work schedules from the moment of hire and a virtual general practitioner service. In addition, its employees receive free meals in shop canteens, a 15% Colleague Clubcard discount, and access to a salary advance program (HRK News Bureau, 2024).

Skills
Tesco provides all of its staff with comprehensive training so they may function successfully and efficiently inside the company. Every employee at Tesco has access to online learning resources through its self-led training platforms, enabling them to reskill or upskill and take charge of their careers. Tesco also provides inclusive line manager training throughout the Group. Furthermore, Tesco's apprenticeship programs help coworkers re- and upskill in a variety of Tesco-related fields, which has improved employee skill levels and enabled them to operate in accordance with Tesco Company standards (Tesco PLC, 2024a).

Style / Leadership Style & Culture
Tesco PCL's management developed a democratic style of management. Under a democratic leadership style, employee opinion is taken into account to inspire them and, ultimately, guarantee that clients receive high-quality service (Ullash, 2023). Everyone is given fair treatment and respect there. Its core ideals are around diversity and inclusivity (Tesco PLC, 2024b).

Shared Values
Tesco's fundamental principles involve gaining insight into people's priorities—customers, colleagues, and communities—and then striving to enhance those aspects of their lives. Using all of the resources at the company's disposal—including social media and Clubcard data—it entails speaking with and listening to consumers before acting to meet their needs through innovation and adaptation (Tesco PLC, 2024c).

4. [bookmark: _Toc14328]Recommendations
Invest in sustainable practices and eco-friendly initiatives: The PESTEL analysis points out that environmental concerns and sustainability are becoming more important in retail business. There is an increased awareness among consumers regarding their impact on the environment and they are looking for eco-friendly products and companies committed to sustainability. Therefore, it is recommended that Tesco should embrace this trend by incorporating sustainable practices across its value chain. This would entail sourcing products from sustainable suppliers, reducing carbon emissions in transportation, logistics and warehousing, minimizing wastes through effective packaging as well as recycling programs, and providing a wide variety of green products to customers. As an illustration, Tesco can also take advantage of its Clubcard loyalty program to encourage customers towards environmentally friendly purchasing habits through offering rewards or discounts for buying sustainable goods. Moreover, Tesco’s marketing department may launch targeted campaigns that create awareness about the firm’s initiatives on sustainability while educating buyers on why they should go for green choices.

Enhance digitalization and omnichannel experience: The SWOT analysis identifies opportunities for Tesco to invest in new technologies and expand into emerging markets. Tesco can take advantage of the rapid expansion in e-commerce and online shopping to improve its digitalization strategy and make customers’ experience across channels better. To deal with this, Tesco may also combine its online and offline stores in a way that will ensure customer experiences are seamless. This calls for optimization of its website and mobile app for facile navigation plus user friendly interfaces, enhancement of its online product range as well as simplification of the check-out process and delivery systems. For instance, it is suggested that other than what has been mentioned above, Tesco could utilize artificial intelligence (AI) and augmented reality (AR) which will provide a basis for personalized shopping so as to offer innovative solutions towards fulfilling customer requirements.
Foster a culture of innovation and continuous improvement: The McKinsey’s 7-S model underscores the significance of organizational culture and shared values to provide a vibrant organization. The results imply that fostering an innovative culture can help Tesco adapt to changes in market dynamics and maintain competitive advantage over rivals. This way, Tesco's marketing department can be instrumental in promoting the culture of innovation by encouraging employees to exchange ideas, try out new strategies and technologies, and adopt a mindset of lifelong learning and advancement. For example, innovation labs or incubators at Tesco would enable different departments and functions to collaborate and experiment. In addition, there are rewards programs which could be implemented by Tesco for its workers as incentives for innovative initiatives or ideas provided by them.

5. [bookmark: _Toc13483]Conclusions
New insights about the external and internal environments of the company have been gained through this report. It was found out that Tesco operates in a turbulent global business environment with increasing geopolitical tensions, economic uncertainties, technological advances and growing concern for the environment. These are important elements which affect Tesco’s strategy, operations as well as its competitive positioning in the grocery retailing industry. However from within, Tesco has strengths such as an extensive network of stores, loyal customers’ program and efforts on sustainability. On the other hand though, there are also weaknesses like over dependence on UK market and unsuccessful entry into foreign markets. Nonetheless this company has identified opportunities to invest in new technologies, penetrate emerging markets and improve its value chain activities. Further more it was discovered by the audit that Tesco had strategically aligned itself on various dimensions of strategy, structure, systems, staff, skills style and shared values. This alignment underscores the organizational effectiveness of Tesco thus having enough preparedness to tackle marketing challenges besides capitalizing on strategic opportunities. In addition three practical recommendations were suggested for both Tesco Company and its marketing department based on findings from the audit. These recommendations focus on investing in sustainable practices, enhancing digitalization and omnichannel experience, and fostering a culture of innovation and continuous improvement.
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