SITUATIONAL ANALYSIS OF TESCO USING THE PESTLE FRAMEWORK
BA (Hons) Business Management
LCBB5015 Principles of Marketing
Name: Georgiana-Petronela Danila
Student ID: 2430335




[image: ]

Introduction

Tesco is one of the leading supermarket merchants in the United Kingdom and a major player in the worldwide grocery sector. Established in 1919, the corporation maintains hundreds of stores in the United Kingdom and abroad, selling a diverse range of items such as food, apparel, gadgets, and financial services through Tesco Bank. Tesco has established a significant market presence in the UK retail sector, competing with big supermarket chains such as Sainsbury's and Asda, as well as bargain retailers like Aldi. Its competitive advantage is bolstered by broad retail networks, high brand awareness, and consumer loyalty programs.
The grocery retail industry is extremely competitive, affected by both internal competencies and external environmental influences. Organisations in this area must constantly assess their strategic position in order to successfully adapt to market developments and consumer expectations.
The goal of this research is to do a situational analysis of Tesco utilizing the SWOT framework, which assesses an organization's strengths, weaknesses, opportunities, and threats. By studying these characteristics, organizations may gain a better understanding of their competitive position and build marketing plans that exploit possibilities while limiting possible dangers.

Situational Analysis: SWOT Analysis
The SWOT framework is commonly used in strategic marketing to evaluate internal capabilities and external environmental aspects that influence an organization's performance (Kotler and Keller, 2021).

Strengths
One of Tesco's primary assets is its tremendous brand awareness and market leadership in the UK supermarket industry. The firm has a large network of supermarkets, convenience stores, and online retail platforms, allowing it to access a diverse client base. Furthermore, Tesco's Clubcard loyalty programme enables the corporation to acquire important consumer data and run targeted marketing activities. According to Chaffey and Ellis-Chadwick (2019), the utilisation of customer data allows businesses to personalize marketing communications and develop customer connections, hence increasing competitive advantage.

Weaknesses
Despite its market superiority, Tesco confronts a number of internal issues. The organisation works in a low-margin sector; thus, profitability is strongly dependent on operating expenses and pricing tactics. Large retail networks often incur large operating expenses, such as manpower, shipping, and energy costs. Furthermore, Tesco has already had reputational issues relating to supply chain openness, indicating how internal flaws may affect customer trust and brand image (Whittington, 2020).

Opportunities
Changing consumer preferences provide Tesco with chances to develop into new product categories and services. Tesco can expand its product offerings and strengthen its brand reputation by responding to the increased demand for healthier foods, plant-based products, and environmentally friendly packaging. Sustainability is becoming an increasingly essential strategic marketing technique as businesses respond to rising customer expectations for ecologically responsible products and operations (Peattie and Belz, 2010). Furthermore, the growing expansion of e-commerce and online grocery shopping allows Tesco to expand its digital retail platforms while also improving customer convenience (Chaffey and Ellis-Chadwick, 2019).

Threats
Tesco faces strong external pressures from bargain shops like Aldi and Lidl, who compete severely on price. Economic instability and increasing inflation have raised consumer price sensitivity, leading many customers to seek lower-cost alternatives (Blythe and Martin, 2019). Furthermore, legal demands and sustainability requirements force merchants to engage in ecologically responsible operations, thereby increasing operating expenses.


Critical Analysis and Evaluation

The SWOT analysis highlights several strategic variables that influence Tesco's marketing tactics and long-term competitiveness in the UK retail industry. SWOT analysis tools allow businesses to assess internal capabilities and external market circumstances in order to gain a sustained competitive advantage (Grant, 2021). Despite Tesco's high brand awareness and huge store network, the corporation must constantly adjust to shifting consumer expectations and increased market competition.

One of Tesco's key assets is its capability to integrate large-scale operations with data-driven marketing initiatives. The Tesco Clubcard loyalty programme enables the corporation to acquire specific client data, which can then be used to tailor incentives and increase customer engagement. According to Chaffey and Ellis-Chadwick (2019), companies that use customer data successfully may develop more personalised marketing strategies, resulting in stronger consumer connections and better sales performance. This capacity gives Tesco a major competitive edge over smaller stores who lack comparable technology resources.

Despite this, Tesco's size and complicated supply chain create operational issues. Large retail organisations frequently struggle to preserve cost efficiency while satisfying customer expectations of cheap pricing and high product availability. According to Blythe and Martin (2019), supermarkets operate in highly competitive settings with narrow profit margins, therefore even minuscule increases in operational expenses can have a major impact on profitability. Tesco must maintain effective supply chain management and operational control in order to remain competitive.

External risks play a crucial role in establishing Tesco's marketing strategy. The fast expansion of bargain shops like Aldi and Lidl has increased price competitiveness in the UK food market. Porter (2008) contends that organisations must devise clear competitive strategies in order to maintain market leadership in highly competitive sectors. In response, Tesco has implemented a value-focused approach that blends competitive price with product distinctiveness via private-label ranges and better customer experience.

Overall, Tesco's strategic success is dictated by the capacity to harness internal assets, such as brand recognition and digital skills, while successfully correcting shortcomings and responding to external challenges. Continuous strategy review and adaptation will thus be critical for maintaining a long-term competitive edge in the changing retail landscape.

Conclusion
This paper performed a situational analysis of Tesco using the SWOT paradigm. The investigation revealed that Tesco has numerous assets, such as great brand awareness, broad distribution networks, and advanced consumer loyalty programmes. However, the company's internal vulnerabilities include operating expenses and reputational hazards.

External prospects, such as the spread of e-commerce and rising demand for sustainable products, provide Tesco significant paths for growth and distinction. At the same time, brutal competition from budget merchants and economic uncertainties pose as substantial risks.

Based on these findings, Tesco should continue to invest in digital retail technology and data-driven marketing techniques to boost consumer engagement. To boost its brand reputation, the organisation should extend its sustainable product offers and improve supply chain transparency. Regular situational analysis allows organisations like Tesco to better understand their strategic position and make informed decisions that promote long-term competitiveness.
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