
[bookmark: _Toc534909651][bookmark: _Toc534910203]

 (
CASE STUDY
Can Tesco hold on 
to 
its customers?
Problem Solving and Decision Making
Beata
 Beck (1807727)
29/03/2019
)


Executive Summary

This report provides a brief analysis of the problems and solutions that have arose in Tesco in the past few years.  
Tesco is one of the biggest retailers in the world operating around 2491 stores and employing over 350,000 people worldwide with profits exceeding £3 billion. Tesco is British. The company was founded in 1924 by Edward John Cohen. Recently the company has not been performing too well and required a change. The board of directors’ requested this report to find out the reason for the above factors. Through this analysis the researcher discovered that Tesco’s affairs, poor management performance and lack of leadership skills were one of the reasons why the company sales decreased and loyal customer trust was lost. The researcher recommended options on how to improve customer performance and make the company more profitable.
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1.0 Terms of references

This report has been requested by the board of directors in Tesco PLC. 
The aim of this report is to prepare an internal investigation into why Tesco - the biggest British retailer is still losing customers.
The report was requested on 06/03/2018. The prime objective of this report is to analyse, evaluate and resolve the continuous decline in sales and to find out why Tesco’s performance is not satisfactory for the past few years.
Firstly, the researcher will look into the Tesco organisation and establish why the organisation failed in resolving their issues. Next, the researcher will verify the company nature, scope and impact of the present problems facing Tesco. Later the writer will evaluate any problems that arose through SWOT, PESTLE and Stakeholder analysis. The last stage of the report will include a discussion into the options and possible resolution presented to the board.
The report has been prepared by Beata Beck from UWTSD.
This report must be completed by 29/03/2019 and given to the board of directors in Tesco PLC.


[bookmark: _Toc534909652][bookmark: _Toc534910204]2.0 Procedure

2.1 The report was compiled using a variety of resources such as text, books, journals and websites.
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3.1 Introduction

Tesco was founded in 1919 by Jack Cohen from a market stall in London’s East End. Cohen set out a mission statement “put affordable food in the reach of everybody. The name TESCO came from TES of Stockwell who was a partner in the firm and tea supplier, CO comes from Cohen. The first Tesco shop was open in 1929 in Burnt Oak Edward. Today Tesco is one of the largest retailers in the world. Tesco’s main business is trading in the UK, which provides 60% of all sales and profits. Other countries include Poland, Czech Republic, India, Malaysia, Hungary, Slovakia and China.
Tesco has the widest choice of food of any retailer in the UK. The company, apart from selling food, also sells non-food products including electrical goods, home entertainment, stationary, clothing, beauty and health, kitchen goods, soft furnishing and season products as barbecues and garden furniture in the summer. The company has become one of the UK’s biggest independent petrol retailers. In addition, the company provides financial services which include bank accounts, mortgages, credit cards, savings accounts, insurances and foreign currency exchange.
3.2 Failed Strategy

“ The difference between knowing that you could so something and finding out that you can, is five years of work” R. Bracher, Tesco board director 
Tesco is one of the most famous market brands in the UK. It always delivers very good prices and fantastic customer service. Trust is the most important value for Tesco. From the very beginning the main vision for Tesco was “to create value for customers to earn their lifetime loyalty”. The most successful strategy was to introduce a reward system called Tesco Club Card. Through this scheme clients can keep track of their purchases by using an online account and the organisation could monitor customers’ needs and loyalty. This scheme allowed Tesco to produce original products and successful advertising based on clients’ preferences. From time to time Tesco prepares online surveys. This tactic keeps an open channel in stakeholders’ communication. Thanks to stakeholders’ feedback, Tesco maintained brand loyalty and a strong customer relationship. The key performance indicators (KPIs) helped measure current performance and compared to the previous performance the perfect example how the KPIs work was an investigation in 2012/2013, Tesco discovered that a lack of training to staff was causing a poor business presentation. The plan “Building a Better Tesco” gave a chance to over 250,000 employees training in customer service field and 36,000 to receive additional technical training. Unfortunately this plan was not reviewed after implementation. Tesco responded to the group pressure only because the company wanted to keep a good public image. A problem was discovered; a solution was applied but until now Tesco don’t know how efficient or effective it was because no one reviewed this plan of action. Tesco was more focused on improving company profits and keep the market share as high as possible. There were more ways Tesco kept customers happy, the company introduced a price matching scheme which gives current and new customers assurance and confidence. This scheme offered refunds to customers if a branded basket of ten or more products were found to be more costly than those sold at their competitors’ store. To monitor this progress Tesco employed an independent agency to check daily prices at rival stores. 


3.3 Current issues
NATURE
For the past few years Tesco has been losing their loyal clients. Pressuring suppliers and farmers by not paying bills turned Tesco into an evil retailer that suppliers don’t want to deal with but on another side the massive outstanding bills keep the suppliers in hope that one day Tesco will pay. A Fine of 250 million for exaggerating profits in 2014 destroyed Tesco’s reputation and hindered valuable customer trust. The discounted stores like Aldi and Lidl spread across the country and soon became a dangerous rival for a giant grocery retailer. Brexit is another problem that Tesco needs to face. A no deal scenario means a no trade deal agreement with the European Union so the costs will probably increase when importing from Europe or dealing with oversea suppliers.

SCOPE
Losing customers permanently has become a threat to the financial and social stability. Tesco is one of the biggest private European employers. Any changes in the company can affect many people’s lives. Tesco have already announced that due to poor performance it is planning to cut staff at the management level. This situation and cut back to management can provide internal problems and create poor communication between the low and high tiers of the hierarchy. Poor collaboration with suppliers can affect distribution channels in Tesco. This can be disaster for the company because products might not reach the shelves on time.  According to “The Grocer”, Aldi and Lidl position in supermarkets was above the Tesco (www.thegrocer.co.uk) this mean that the rivals found better ways to communicate and make customers happier than the giant retailer. If Aldi and Lidl will keep the lead in rankings Tesco will lose its position in the market share. 

IMPACT
Tesco is a grocery giant with about 27.4% of the market share.  All above issues can have irreparable effects in every sector of the company’s business and even country. A permanent decrease in company profits, unpaid suppliers, loss of customers and massive unemployment around the country and overseas is just the beginning. If the researcher goes deeper, the possibilities can reach a country disaster. 



3.4 Analysis of Tesco

3.4.1 SWOT Analysis
Strength:
· worldwide organisation with long standing history
· niche products
· easy access to the stores (24h) around the UK 
· good selections of goods
· competitive prices

Weaknesses:
· Investigation and fines for exaggerating profit. Tesco charged with fraud in 2017
· Share price at 25/04/2017 below its peak
· Buyouts (Giraffe restaurant was sold for less than was bought)
· Poor performance cause cuts in management positions
· Not paying bills to suppliers

Opportunities:
· Tesco introduces Jacks - low price shop to fight with discounters
· Opportunities to grow online business,
· Expand into overseas market
· Increasing premium range products, not only food products

Threats:
· Increasing the number of competitors offering lower prices
· People shopping habits changing
· Brexit, prices may increase, problems with European suppliers
· After Brexit increase in tariffs






3.4.2 PESTEL analysis

Political
Since the company perform worldwide, global political factors control very much the performance of Tesco. These contain tax rates, for example: in 2011 the government changed rates relating to Valued Added Tax (VAT) from 17.5% to 20%, also the government increased the minimum wage in 2018 by 0.33pence, changes in acts of legislation and of course, the stability of the country it operates in. Due to ongoing financial insecurity in the world, many governments encourage retailers to create jobs for the domestic population. As Tesco plays its part in creating employment opportunities, it also, in turn, increases the demand for its products and expands employment.

Economical
These factors are the main point of concern for Tesco, as these are most likely to influence the costs, profits and prices. Therefore, the company should be aware of any changes in policies, such as changes in taxation or any other issues which could affect the accessibility of finance. For example local currency exchange rates dropped lower. This means that Tesco needs to pay more for the products bought abroad. It is important to bring up that the business is growing overseas. The biggest issue that Tesco will face soon is Brexit. The lack of information regarding the tariffs and product prices keeps Tesco under huge pressure and in a big unknown hole. At the moment the company stockpiles food products in case of a “no deal” scenario.
Technological
Tesco invested a lot into website development. This opportunity increased the revenue by 10%. The biggest advantage is the fact that the client can choose to pick up from the store or the ordered items can be delivered to their home. Another important investment was the self –service checkout. This solution is very convenient for the customer, speeding up the checkout service and for Tesco it can reduce labour costs. 
The biggest investment was an energy efficiency project to reduce the carbon footprint. Tesco is planning to be a carbon free retailer by 2050.




3.4.3 Stakeholders Analysis
Stakeholders have a very large impact, because all of them can affect the business efficiency, profits, growth and working environment. Tesco stakeholders are as follows:

· Customers – this group of stakeholders have the biggest impact on Tesco’s profit. The company has been building loyalty and trust to the customers for many years. Faithful customers mean continuality in profit which is a key strategy for Tesco.

· Employees and managers - this group of stakeholders belong to the internal stakeholders and is similar to the customers. This group have a big part in the company’s profit as well. High rated customer service; efficient management teams can keep current clients and bring on board new clients. This directs once again to the higher profit and better company efficiency. 

· Shareholders belong to the internal group of the stakeholders. Shareholders have big powers within the company. The voting rights give them the opportunity to choose the board of directors. Every year Tesco holds an annual meeting where shareholders can check company performance and if the results are not satisfactory, the shareholder can choose a different strategy.

· Suppliers are external stakeholders and they can decide about the prices. This decision can have a very big impact in Tesco’s profits and position in the market.  Suppliers are called “key players”. Suppliers have big interests and high power; the company would not be able to operate without suppliers.

· Communities want to ensure that the business is successful and continues to grow; this in turn will create new jobs and opportunities to the locals. The community want a positive impact on the local environment and can influence the business indirectly by local planning or leader’s opinions.

· Competitors – every company can directly or indirectly affect Tesco’s performance. Aldi and Lidl can offer much cheaper grocery products. This can lead to lower sales in the grocery department in Tesco’s stores.

·  Government is interested in the job creation and the opportunity of paying taxes.  The government has got small impact in Tesco profit and efficiency. 

3.4.4 Influence of the stakeholders
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3.4.5 
Customers definitely can resolve Tesco problems, despite of the low level of influence. However customers put high level of interest. They are interested in the best prices, high quality products and good service. If Tesco can’t continue to supply these three factors, customers will go somewhere else. Good prices, high quality products and excellent customer service will build up trust, loyalty and boost company sales.
Suppliers are very influential and powerful in Tesco’s strategy. The reporter mentioned before that Tesco lost a good relationship with suppliers because of the deliberate delays in payments. Without suppliers the company would not be able to operate. Tesco needs to build back good relationships with suppliers and farmers otherwise Tesco will suffer, with decreasing sales permanently. 
Share holders have a very low impact in resolving Tesco’s issues. This group of stakeholders focuses only on profit.
The biggest stakeholders that can resolve problems in the organisation that Tesco are facing are the staff, especially at management level and customer service. Poor management decisions, cuts in management positions caused chaos and instability within the company. Tesco became partner in the Strengthscope strategy. This management and leadership plan has been set up for two years. During this time Tesco will train all store directors and managers in the UK to help them identify, develop, stretch strengths and reduce performance risks to improve the way they lead, also this programme increases employee engagement, boosts customer loyalty and hopefully will increase financial results. This strategy will definitely help to resolve Tesco’s issues in terms of poor management decisions. 


4.0 Conclusion

4.1 
Summarising all of the above, the current situation of the organisation in terms of strengths and weaknesses is not great. It is difficult to get out of the hole that Tesco created in the past. Financial affair, suppliers’ affair, poor leadership performance and low price per share are like a permanent rain cloud above Tesco. The worst is that the cheap supermarkets like Aldi and Lidl only wait for more failures so they can expand and grow.

4.2 
Looking into the researcher analysis, the biggest concern is discounters and Brexit. The question is; how will Tesco manage for example, a no deal scenario and cheaper prices from discounters?

4.3 
Tesco has a very long history. The range of products has increased so that the customers can find what they looking for easily in one place. Online shopping has become much more popular and Tesco has invested heavily in web development and home delivery services. They have also invested in the self service checkout which is proving to be much more popular than ever. Customer are able to quickly find the products in store and checkout without much of a wait and pay for the goods. The only down side is that it saves on labour and there is an increase in redundancy. But this has improved customer service and boosts sales and help to gain more clients in the store and obtain more online clients.  


5.0 Options

5.1 Recommended Options
Jack’s discounters – new Tesco venture
New Tesco venture called Jack’s has been created to tackle discounters like Aldi and Lidl. These stores will sell 2600 products with 1,800 branded Jack’s. The objective of these stores is to be “the lowest cost for customers” (https://www.bbc.co.uk). The range of food is very similar to Aldi and Lidl. Tesco expects over 12% market growth in another 12 months. This is a very ambitious plan but possible and hopefully will slow Aldi and Lidl growth.  
Tesco needs to improve relationship with suppliers. This option could be achieved through effective communication before due payments, regular payments and monitor the financial position of the suppliers.

5.2
An online shopping through Tesco becomes more and more popular. Many people can order online groceries early morning and pick up from the shop the same day for example after work. To maintain this service Tesco needs to focus on more attractive offers for online customers. Faster delivery would definitely improve this service; more pick up stations will help customers get the products in more convenient places. 
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