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1.0- Terms of Reference
On the 20th of February 2019, Laura James, the Head of Business Communication at UWTSD had requested a report on the supermarket chain TESCO. The report aims to delve into the operations of the business, study the current strengths and its difficulties it is facing in terms of sales, branding, financial viability, causes of some of its pitfalls and wrong decisions and sought possible solutions to remedy them.
This report was compiled by Faruk Uddin, a Business Analyst Consultant who is to submit the report on the 29th March 2019.

2.0- Procedure
   2.1) Books 
   2.2) Websites
   2.3) Journals
   2.4) Newspapers

3.0- Findings
3.1- Introduction to TESCO – A Brief History
Born on 29 October 1898, (Ryle, S. 2013; p.1) in the East End of London, Sir Jack (Jacob) Cohen, founder of the modern-day Tesco empire started off on humble beginnings. His early life wasn’t very inspiring as he didn’t shine much at school. In 1917, he joined the Royal Flying Corps to fight in the First World War. After leaving the army in 1919, he first started selling from street market stalls, where he began by renting a pitch in front of a trader’s shop selling daily stock of basic food. 
Business was brisk and soon he was opening up more stalls until by 1924 he had six stalls. By this time, he’d come across T. E. Stockwell, seller of blended tea. The name ‘TESCO’ had derived from ‘TES’ for T. E. Stockwell and ‘CO’ for Cohen. This joint venture of selling ‘TESCO’ tea with importer T. E. Stockwell was going from strength to strength and for him there was no turning back. (Ryle, S. 2013; p.6). 
In the 1930’s Tesco was still limited to small shops and street stalls, at the time the biggest by far was the Co-operative and J. Sainsbury’s who had 24,000 shops combined. (Ryle, S. 2013; pp.8-9). In 1931 Jack’s business was turning over £119,000, he sought an accountant and a mortgage lender to finance his business expansion. The accountant officially registered his business and established two companies, one as a retail entity and the other a wholesale division. The first store to bear the ‘TESCO’ name was in Burnt Oak, Edgeware, London. On 24 January 1934 Tesco Stores Ltd was registered as a private company and still the supermarket’s UK trading name still stands. (Ryle, S. 2013; pp.11-2)
(2013; pp.14-20). Before the eve of the Second World War Jack had 100 shops and his buying approach of ‘bulk-buying’ to maximise profit was thwarted temporarily due to the war rationing imposed by the government to control all the transactions of food between the retailers and customers. But this temporary glitch didn’t deter Jack, his family was now very wealthy, and in 1938, Tesco’s profits stood at £105,000 and were growing year on year. Jack had a vision which he incepted from his visit to America- here he witnessed “light, bright, spacious aisles stocked with attractively packaged groceries. Customers piled goods into trolleys then trundled to and through the checkout. About half of American food retailers were self-service” (2013; p.19). This gave a spark of imagination to Jack to introduce ‘self- service’ model to his stores. 
But at the time the social prevail was that customers were served by the shop clerks and it was seen rude to expect customers to fill up their own baskets. Another issue was of pilfering at the time. In 1947, the business went public on the London Stock Exchange selling shares at 25p. In 1949 Jack went ahead with the first conversion to self- service store in St Albans.
Tesco has spearheaded its expansion by acquiring stores up and down the country and buying up smaller chains of rival stores to increase their portfolio. They started to widen their market position and gain a stronger foothold in the retail market. It has brilliantly worked to capture maximum consumers by choosing wisely convenience and location of stores, size, range, car parking, opening hours, stock availability, and prices to charge taken into account. 
They’re also trying to attract all demographic of societies with different hierarchies of earning, social class, and cultural diversification. This is why they cater to every need from food groceries to non-food range in bigger stores. Other aspects of their business are finance, insurance, telecom, online household electricals and general merchandise, etc..   
Tesco Formats
  1) Tesco Superstores
 2) Tesco Extra
 3) Tesco Express
 4) Tesco Metro
 5) One Stop 
 6)  Tesco. com

3.2- Last 5 Years of Tesco
Even though Tesco is investing in bigger and bolder stores with modern futuristic looks, the sizes of them could be described as an airport with gleaming glass body and steel structure frames. They do look attractive and design is a par from their competitors. That does not mean they’ve not had their fair share of turmoil’s.
1)  In 2014, Tesco was hit with an account scandal where the company admitted of overstating profits by £250 million. This disclosure wiped £2 billion from its share price. The scandal was investigated by the Serious Fraud Office (SFO) and charged three former executives. This contributed to a £6.4 billion loss in 2015, one of the largest loss in its history. In 2017 they made a compensation pay-out of £85 million to investors and a further £129 million in fines and costs. (Key, 06/12/18. msn.com).
The new chief executive, Dave Lewis, stepping in, tried to repair the damage caused in terms of financially and company image to reduce distrust and share destabilisation. His first move was in September 2015 to “sell its highly profitable South Korean subsidiary Homeplus to private investors-since market entry in 1999”. - “The scandal caused Tesco to rapidly lose £2bn in market value, with shares falling below 200p from a relatively stable 400p over the period 2010-2013”. (Coe, et al. 2017; V:49. pp.2739-2761).
2) In 2018, another arm of Tesco’s non-food business, the general merchandise (GM) section, selling through online via their dedicated ‘Tesco. Direct’ web platform wasn’t sustaining well at all. The ‘GM’ sales kept on falling and the decision to cease the website trading on 9 July 2018 put about 500 jobs at risk. This led to consolidating their food and non-food products into one online platform ‘Tesco.com’. (Hammett. 22/5/18; Marketingweek.com). Charles Wilson, CEO of UK &ROI, says he wants to streamline both aspects of the business, simplify shopping experience for customers where they can find groceries and general merchandise in one place. By focussing on their core business and moving away from wasteful assets, they have closed or sold such as Blinkbox, Giraffe, Euphorium as well as ending its Hudl tablet production. Essentially what their original aspiration was to sell A to Z of every household merchandise to take a slice of business from Argos and Amazon had not materialised.
A newspaper article written on 23 May 2018 in The Daily Telegraph states that the UK’s biggest retailer is closing its e-commerce Tesco Direct website which was launched in 2006 “in an attempt to take on Amazon and Argos” selling clothing, homewares and electricals. The cost to their business to initially set up was £25m to £30m which weren’t recoverable. (The Daily Telegraph, p.1).
3) It was described as the biggest food fraud of the 21st century; the horse meat scandal that uncovered the truth behind the contamination of millions of burgers and beef products across Europe. These products were mainly supplied by Eastern European companies and the buyers were the big supermarket chains including Tesco. (Lawrence, F.  22/10/13; The Guardian.com). Although this debacle started in the dawn of 2013, the repercussion is still felt even today. The public was outraged and they had every right, this ‘very shocking crime’ was happening under the supermarkets watch who the customers had put their trust and faith to look after the contents and ingredients in those products. The disgust had been palpable due the fact that people were feeding children and their families.
 It uncovered that the breach had been taking place for many months. After testing, it found 29% horsemeat in Tesco’s beef burgers and a DNA test revealed an ‘Everyday Value’ Spaghetti Bolognese contained a whopping 60% horsemeat. (11/2/13. BBC News online). Earlier on in January 2013 The Guardian reported that the horsemeat scandal wiped £300m off Tesco’s market value and shares down by 1%. (Fletcher, 16/01/13; The Guardian.com).
 (Tse et al. 2016; V:116. pp.1178-1200) A journal featured how widespread and lasting this scandal impacts the minds of every-day public, although this issue is waning out but hasn’t totally disappeared from people’s ‘chatosphere’. The article mentions “making jokes in social media was a main trend in the tweets relating to Tesco”-consumer sentiments were negative”. It goes on to say that social media is an important tool for daily interpersonal communication in todays society. Social platforms such as Tweeter, Facebook and others play a pivotal role in public perception and image branding and reputation keeping. Tesco took a bruising here especially when their customers believed them to be amongst the most “trusting companies to be honest and fair in the UK”. (Reynolds and Cuthbertson, 2004; p.32).
4) The intense battle for retail market share in UK is so great and none more than Tesco have felt the squeeze into their profit margin by several big-name discounters such as Lidl and Aldi eating into their dominance. These two German retailers have shaken up the grocery market share and are outpacing the market share year- on- year increase on turnover. They are so dedicated to giving the shoppers the cheapest price overall as well as maintaining a reasonable standard. People are switching loyalty from those big-name supermarkets because they see the products like-for-like are equal but at a reduced price. Also, these stores are conveniently located with ample parking and their area size is manageable with fewer aisles and most essential household grocery products readily available.
To counter this growing problem, Tesco’s long heritage of always looking after their customer, giving the best and cheapest possible price was being eroded. The founder- who was fondly nicknamed ‘Slasher Jack’ for his “Pile It High, Sell ‘em Cheap” (Humby et al, 2007; p.48) approach had to be maintained. Although Tesco already have an army of varied sizes of smaller stores such as Express’s and Metro’s which are mainly situated in urban and city centre locations, they lack the bigger spenders. These are more of a convenience stores where one will visit to purchase couple of items.
Tesco has taken the decision to win back shoppers that have switched loyalty to other discounters by announcing in 2018 to launch its own format of discount chains calling it ‘JACKS’ after the original founder Jack Cohen. They will be rolling out these discount stores in phases but mostly it will be mirroring in similarities to their rivals where about 2,600 products will be stocked likened to Aldi and Lidl, compare that to an average Tesco supermarket selling more than 25,000 products. They are also going to concentrate selling British produce- which will be about 80%. They will be opened in previously closed Tesco outlets, also next to Tesco stores and some on new sites. The biggest difference between this outlet and the rivals would be British featured designing of their stores and also layout and displays will be olden days nostalgic look. (Butler and Wood, 19/9/18. The Guardian.com). 
5) Tesco was in the limelight for the wrong reason again in beginning of 2016 for breaching Groceries Supply Code of Practice. The government Adjudicator uncovered through investigation from the period of 25 June 2013 to 5 February 2015 of serious and widespread abuse in intentional delaying of payments to suppliers. The investigation released on 26 January 2016 also found length of time taken was unlawfully prolonged and also making unilateral deductions without proper reasons. The recommendations were given to sort out its payment disputes and delays. They will be kept under review and will need to regularly report to the Adjudicator. (26/01/16. GOV.UK)
6) In 2016 Tesco was fined £16.4m because Tesco Bank had left open design flaws of its debit card securities and that was exploited by the cyberattackers who stole £2.26m. The FCA took stern action and gave dire warning to tighten the securities and protect its account holders. (MarketLine. 01/10/18).                 
3.3- Current State of Tesco
Followed on from spate of previous issues, customer confidence and perceptions have been damaged, their once gigantic status had a knocking. In 2014, according to a YouGov BrandIndex score, based on quality, value and recommendation, their score was almost zero- but now is steadily growing and the score is 23.6, but still behind all of others.
Changing customer behaviour, changing shopping habits and patterns, threats from discounter stores as well as behemoths of online retailers like Amazon trying to pinch into the grocery and household merchandise. The speculation of a proposed merger between Sainsbury’s and Asda is also making the firm jittery. The game plan will change for Tesco because they will have a big fight in their hands if that occurs.
Tesco ranks fourth for value and fifth for quality. To win back the ranking, they will be spearheading a marketing campaign to “re-establish the quality and value perception of Tesco through its products”. (Hammett, 08/6/18. Marketingweek.com).
On January 27, 2017, Tesco took over Booker cash and carry group for $3.7bn. This will enable them to tap into bulk- purchase supply to small independent retailers and franchised stores it owns, such as Londis, Budgens and the Premier brand of convenience stores. (MarketLine. 20/02/17)
Brexit is looming a dark shadow over the company because of its reliance of the EU to purchase produce and import it here. The potential of a ‘no-deal Brexit could spell catastrophic as it will cause disruptions to the supply chain. Since UK announced to leave the EU, depreciation of the pound resulting in increases in price and hence consumers are tightening their belt and spending less and that’s hurting the retailers. Although unemployment is at record low of 4%, The Bank of England raised the interest rate meaning people with loans and mortgages payments gone up compounded by the fact that wage growth has been stagnant since the 2008 financial crisis. (Silberstein, 2018; V:21. pp.76-8,80). 
3.4- Analysis of Tesco
Today Tesco is a synonymous name in every household in UK as well as having presence in the international market. UK’s operation is the largest in the group, with over 3,400 stores and 300,000 employees. (Tescoplc.com). Worldwide, it is the fifteenth most valuable retail brand and in UK it’s the leading grocery retailer with market share of over 25 percent and also one of the ‘big four’ supermarkets along with Asda, Sainsbury’s and Morrisons. There are about six different store formats within the Tesco Group and they vary in sizes and ranges of products. (Statista.com).
The top retailer has the UK’s largest market share. Its UK & ROI revenue (2017/18) was £43.5bn, and £11.4bn from international portfolio. A t the same time £1.01bn came from Tesco Bank. (Statista.com). The group also “reported pre-tax profits of £1.3bn for the year to 24 February 2018, up from £145m for the previous year, as UK like-for-like sales rose 2.2%”. Shares were also up 6% to 222.4p, valuing the company at £21.7bn. (Thomas, 11/4/18. BBC.CO.UK).

3.4.1- SWOT Analysis of Tesco
3.4.1.1- Strengths:
__Tesco has a long-standing history in the UK with good brand name giving it credibility and assurance with honesty and trustworthiness attached, to enable them to continue long into the future.
__It has varieties of store formats to appeal wide and diverse public. For example, ‘Metro, Express, Superstores, Extra, One stop’.  
__Holds a big stake in the non-food sector, so in the event of their food and groceries sales slumping they still have substantial revenue coming from ‘insurance products, credit cards, personal loans, mortgages, savings and current accounts, Tesco mobiles, clothing line, household merchandise, electrical goods, opticians, chemists, photography, petrol pumps, instore restaurants, etc’.. 
__Biggest grocer by far in UK with 25% of sales offline and 43% online shares. It has over 9,000 suppliers of which 90% are UK and the spend FY 2016/17 report states is £32.7bn. (Tescoplc.com 2019)
__Forefront in technological innovation in the retail sector. First to roll out scan-as-you-shop in 2010 where shoppers scan items into trolleys and track spending and then pay at self-checkout without having to again unpack items. Again, first to bring out these self-checkout counters. Much of this advance are laid by its R&D dedicated ‘Tesco Labs’.
 State of the art website with click and collect and data driven customer loyalty program. Tesco App on smartphones enables customers to instantly view, points they’ve accrued, offers, vouchers and rewards partners. Recently it has introduced a mobile payment app called ‘Tesco Pay +’.  
__Own label products under ‘Finest’ premium brand has up to 1400 category but the biggest by far is its ‘Value’ range to give cheaper and competitive pricing as well as catering to discerning clientele. (Tatum, 05/10/18. The Grocer)
__Big global presence in overseas with operations in 14 countries with more than 6800 stores.
__Largest private sector employer of 743,000 jobs supported at Tesco and in the UK supply chain. (Tescoplc.com 2019)
__The launch of Clubcard in 1993(Humby, et al. 2007; p.36) thrusted the company to sky heights with a massive success to this date. People enrolled into the membership program to reap benefits of rewards and in turn the Tesco were collecting valuable data of their customers spending and buying habits. It brought in millions of newer customers. This replaced their older reward scheme of ‘Green Shield Stamps’. (2007; p.41) The collected data was a godsend as it helped directly sending marketing via post then, and now emails, mobile messages and social media outlets. The analysis of data is scrutinised by ‘Dunnhumby’, a global customer data analyst company which coincidently is a Tesco subsidiary.
__It has 24 hour opening licence in its ‘Superstores’ and ‘Extra’ outlets with permit to sell alcohol all round the clock.
__They are heavyweight on advertising spending a fortune on print, digital, online and physical posters and billboards. Their moto for decades has been ‘Every Little Helps’ slogan which is the rallying call for staffs to make customers every shopping trip a little better. (Humby, et al. 2007; p.242).

3.4.1.2- Weaknesses:
__Tesco pays rent on more than half of its stores owning only 49% of it freehold. That means they are susceptible to rent rises linked to the RPI of inflation which is higher than the CPI Index. This rent bill rise could be passed on to products. (Goodley and Franklin, 20/3/2015. The Guardian.com) 
__Operations in Japan and US was shut down in 2012 resulting in losses and sale of South Korean group.
__Due to false accounting, faced fraud trial for over inflating profits.
__Higher competition is squeezing profits; operating costs are increasing hence shares are falling.
__In 2018 the Clubcard scheme was switched in reward value. Customers were angry and upset that rewards were dumbing down, hence getting less for their loyalty, they could switch allegiance and go to a rival supermarket scheme (e.g. Morrisons ‘More’, Sainsbury’s ‘Nectar’). 
__Scandal such as the horsemeat, cyberattacks, and unfair treatment and ‘bullying’ suppliers featuring on print and digital medias are denting the reputation and image. 
3.4.1.3- Opportunities:
__Rolling out of ‘JACKS’ stores to counter low-cost rivals.
__Its online shopping is thriving and more can be done to tap investment by upgrading user application and flexible click-and-collect and homedelivery.
__More expansion and acquisitions of stores overseas they are already in can yield greater rewards.
__Joint ventures and alliances with other reputable and profitable firms will increase market share and branding.
3.4.1.4-Threats:
__Brexit Referendum can alter trade deals, supplies, pricing and cost could be threatened which Tesco have no power over.
__The already merger of ASDA by WalMart and the proposition of Sainsbury’s joining in threatens its market position even more.
__Government regulations, legal, tax, economic uncertainties, recession, all can affect efficiency and performance.
__Consumers buying patterns are changing; more are shopping online and instantly browsing prices and checking different stores and getting it delivered. Hence ‘bricks and mortars’ being replaced. 

3.4.2- Three Areas from PESTLE
3.4.2.1-Political Factors
__Because it is operating in overseas countries; has to factor in the local tax rates, political instabilities, levels of unemployment in the area, import duties imposed, etc..
__The introduction of ‘Sugar Tax’ in April 2018 by the government has meant that certain products increased in price. However, Tesco is cutting down sugar on its own-label soft drinks. (03/4/18. Tescoplc.com)
__The government is trying to curtail the expansion of big supermarkets as it deems them to be providing mainly low-paid and low skilled jobs. It’s also seen indirectly impacting local areas by closing down of smaller independent shops and loss of jobs. When stores close, areas go into depravation.
__The expansion of European Union into the Eastern blocs has helped Tesco to expand. 


3.4.2.2-Economic Factors
__Due to austerity and stagnant wage rise and decline in disposable incomes, Tesco is having to focus on selling more of value brands hence reducing profit margins.
__Labour costs has an important role in this sector as their wage bill is a significant portion of costs. Also, UK minimum wage rises regularly adding further expense.
__Economic slowdown and recession have stemmed the growth to happen as it still dependant on UK market. 
__Diversification and presence in overseas markets has helped revive some of its growth.
3.4.2.3-Social Factors
__Consumers purchasing patterns and trends is constantly changing; Tesco must keep up with this.
__Obesity is a big concern in UK and customers are changing to healthier diets. Tesco needs to take this on board and start stocking lower calories meals, organic range and more healthier products.
__Public opinion can quickly change if the quality and price of products falter. Another thing to keep in mind is the brand integrity and reputation has to stay untarnished otherwise news of it will spread causing people to jump ship.
__More people are shopping online to save time and ease of convenience. Everybody’s busy balancing work and family life so therefore Tesco need to invest greater here.
3.4.3- Stakeholder Analysis
Tesco – Stakeholders
1. Customers
2. Employees
3. Shareholders
4. Suppliers 
5. Directors and Managers
6. Government
7. Community
8. Competitors
9. Lenders
10. Experts
11. Pressure Groups
12. Society
13. Trade Unions



3.4.4- Stakeholder Analysis Diagram 

	

	

	
	



1) The directors and Senior Managers have decision-making power, who are ultimately responsible for all aspects of a well running business. Because of the magnitude of the company, there has to be proper channels of communication put in place. They are accountable for any actions that affect the company, people, communities, and environment.
2) Governments and Pressure Groups objective will be to monitor if the company is adhering to social responsibility through investing in the local areas, using cleaner energy, reducing waste. Government will set laws and legislation to protect workers rights. 
3)  Shareholders will want to see a smooth running with increase in business so their share prices go up in value. They do not want to see instances and mishaps broadcasted in the public limelight that jeopardises their investment.
4) Employees play a pivotal role in the company in order for it to make a success, they deserve to be protected by employments rights and receive fair treatments and wages. If they’re well treated than that will boost productivity and performance. Employee – customer relations will stay at a peak. In turn customers will return being happy with service.
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