Managing Internationally- TESCO PLC
Assignment 1- Analysis of strategies chosen by an international organisation
Introduction:
The organisation which I have chosen for this assignment is Tesco as I feel they operate on a high international level. Tesco was founded by Jack Cohen in 1919, he was a World War One veteran who then started to invest into NAAFI surplus Groceries. He later began to sell on the stalls in the East End of London and following that Mr Cohen opened the first shop in 1929. (P.M. Oppenheimer, Oxford University Press, 2004).  
It is now the world's third largest supermarket group, with stores in 12 countries. One stat stated that at there peak one pound in every seven spent in the UK went into a Tesco till. (D, Winterman, 2013) 
Tesco are a UK based plc who trade in over eleven countries therefore I felt they were an ideal organisation to research. Tesco is the third-largest retailer in the world measured by profits and have stores across Asia and Europe and is the grocery market leader in the UK. 
International business is defined as the exchange of goods and services among individuals and businesses in various countries. Tesco, which are a multinational Corporation engage in business across the world and have been very successful with their various ventures. Therefore I feel they can showcase the diversity of the world marketplace and how they are able to cope with the uncertainties and risks of doing business in a continually changing global market. 
One of the main benefits of a business trading on an international level is that they can increase the variety of goods and services in a market place. This is essential for Tesco because there are copious amounts of competition for a supermarket especially in overseas markets.
Tesco UK & ROI strategy 
Firstly I feel it is important to cover the strategies which Tesco plc has put in place for the UK & ROI. Therefore it will be easier to compare and contrast the application of international trade strategies, highlighting key factors which can often influence an organisations strategy for example the political, legal and economic systems.
Tesco are considered to be a heavyweight supermarket chain in Britain however they are considered to be controversial due to their aggressive business approach to expansion. 
Tesco had a huge impact on the decline of the smaller and more local businesses due to their huge levels of success in the early 1990’s. 
This put them in the spotlight for many different reasons both positive and negative. ‘’The National Consumer Council has called it the Marmite of British business, appearing both among the most trusted and the most distrusted companies in consumer surveys.’’(D, Winterman, 2013)  
I carried out some research looking at what Tesco have released in their Strategic Report, to outline some of there current strategies. They described the purpose of the report which stated “To set out the plans and aspirations which will create long-term value for all of our stakeholders.”

(Tesco PLC Annual Report and Financial Statements, 2017) Tesco plc includes six strategic drivers which they are most concerned about for the future. 
Just to highlight one, Tesco aim to generate £9bn cash from their operations. “Cash is the lifeblood of our business, and we have set a three-year target to generate £9bn of cumulative retail cash from operations.”(D, Lewis, 2017) This strategic driver ensures that Tesco plc can generate enough positive cash flow to maintain and grow its operations. 
[image: image1.png]= KKANTAR W.C'RLDPANEL Share and embed  </>

Great Britain Grocery Market Share (12 weeks ending)

Tesco

Sainsbury's

Asda

Morrisons

Aldi

Co-Op

Waitrose

Lidl

Iceland

Symbols & Independent

© 280118




Tesco’s trading profits tumbled by nearly a third, to £164m, as sales slid by 8% to £10bn. (Diagram 1) 
Tesco are especially struggling in the ROI and are aiming to make vast improvements in the oncoming years. Ireland, where Tesco has 149 stores, was the worst-hit as the chain lost market share to local operators and fast-growing discount chains including Aldi, Lidl and Poundland’s sister chain, Dealz. (S, Butler, 2015) 
Tesco China Strategy:
The first overseas venture which I will be analysing is China which is a country Tesco plc has recently applied different strategic methods in order to excel in the Chinese market. 
In 2014 Tesco arranged a joint venture with China Resources enterprise an extremely successful company who specialise in the comprehensive consumer goods and retail services business. Tesco planned this venture in order to create a leading multi-format retailer. The agreement combined Tesco's 131 outlets in the country with CRE's almost 3,000 stores, called Vanguard. (C, Lang, CRE Enterprise, 2016)
Tesco exploiting international business with China allows the company to take advantage of focused expertise and abundant factors of production to deliver goods and services into the international marketplace. Another benefit for Tesco is that they will be able to provide there consumers with increased variety of products. 

Tesco conducting business in China is a very difficult task due to the many uncertainties and differences in the political, economic and legal systems.
International business has seen a huge boost, which has been led by Tesco. It has increased significantly during the last part of the twentieth century, thanks to the liberalisation of trade and investment and the development of technology. (G.K. Fogel, Lawrence Technological University,2010) 
China is a country which is extremely sensitive in respect of political risk for a company. Due to the on-going issues between China’s central and provincial government it can often be difficult for foreign countries to enter the market.       
“While companies not already involved in China are wary of committing investment to China, countries already involved in investment activities seemingly are waiting for a quiet period in which economic progress will begin again and believe that China will not expel foreign investors in the meantime.”(G.K. Fogel, Lawrence Technological University, 2010)  

The Chinese economy has been through a rollercoaster in recent years, with the economic slowdown in the early 1990’s having a detrimental affect on there international trade. However since then have China joined the World Trade Organization (WTO) and contributed to a rapid growth in imports and exports which is beneficial to foreign companies like Tesco cracking the Chinese markets.   
Today Tesco has just over 10m sq ft and recently announced the closure of five hypermarkets. They were hoping for huge success when it came to the plans for supermalls in China however the results were not so positive
A quote from the Tesco CEO Dave Lewis regarding Tesco’s aims in China read that they must "Refocus on a more profitable approach". Tesco have not lost any desire to expand in the Chinese market however as it remains strategically important to them and they have decided to launch online grocery stores in cities like Shanghai. (S, Butler, S, Neville, 2014)  
Tesco U.S.A Strategy
Tesco are very unique when it comes to globalisation they have invested in a large amount of foreign markets, which must be entered with great attention. Ensuring a company puts all factors of international trade such as understanding there target market and the political state of the country. The success of a companies international venture can heavily rely on paying attention to the key factors e.g. economic and political.

Tesco made the decision to enter the American market in 2007 however they decided not to use the “Tesco” name. Instead they named the stores Fresh & Easy with175 stores all located in the states of California, Nevada and Arizona.
Tesco implemented the “Greenfield” strategy which is a well known form of market entry strategy. It is defined as the “establishment of a new wholly owned subsidiary in a foreign country by constructing its facilities from start.”(

Essentially this means that Tesco felt they would need to start there venture in America by building a whole new firm with cultural values which are more suited to the country they are trading in. The Greenfield strategy allowed Tesco to have full control over there firm building a strong structure. Furthermore it is high costing and very risky, countries like America having very strong competition for Tesco such as Wall Mart and Target.
The United States are considered to be one of the most powerful countries in the world, with a booming economy. When Tesco entered the American market they had a very stable political establishment. However during the 2016 elections Donald Trump among other politicians claimed that international trade was damaging the U.S. economy. However according to WTO consultant Stephen Crescoff he insists that international trade and trade agreements benefit the country both economically and politically.

Some governments view international trade as a positive meanwhile other governments see trading with foreign countries as a negative. This is due to international companies like Tesco relying so heavily on strong governments who have good relations with importing countries.   

Similar to the strategy used with China, Tesco struggled to conquer the American market entering with very high expectations. Tesco (Fresh & Easy) booked a huge loss of £1.2bn with the 200 stores they opened. In comparison to the way Tesco trades in the UK, they decided to focus on “convenience and fresh organic food” instead of “convenience and price”. Tesco traded in America for six years but have since closed remaining stores due to poor performance. 

The outcome of the strategy for Tesco was not successful and I feel they did not recognise the key cultural differences. “Trying to establish a store with a healthy image in a nation where the population loves fast food and soda was always going to be difficult. Organic stores and lifestyles are a well-known trend in Europe, but it appears this trend has not yet spread to the USA, as research from Michigan State University illustrates.” (C, Ahlfeld, 2012) 
Overall in relation to the “Greenfield” strategy I feel it did not suit Tesco and it showed that they struggled to gain the American consumers with the new venture. I feel if Tesco had of entered the market as an established firm they would have had more access to local knowledge.   
Conclusion
In conclusion I found this report very interesting and I feel it showcases that International trade can provide even the most reputable and successful companies with exertion.  
As illustrated in my accounts of China and America establishing a business in a foreign market requires the company to research about culture, customer behaviour and competitors. Even a heavyweight chain like Tesco can easily fail in expanding into various countries. Another key factor of international business is understanding that there are more than 200 national markets. 

Tesco must also consider the degree of political risk in a foreign location. For example the likelihood of major governmental changes taking place. An excellent example of this was the presidential elections in 2016 which had a negative impact on international trade. This is something which every company must consider knowing that it is very fragile and can change very quickly. 
“The best place to find the truth is to talk to your customers, They will tell you what is good about your business and what is wrong with your business. And if you listen long enough they will even give you a strategy, and it is free.”
(D, Lewis, Tesco CEO, 2011.) 
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Diagram1: Kantar world panel- Grocery market share in the UK. (2/01/2018) 








