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[bookmark: _Hlk531350862]Executive Summary
This report will provide an overview of Tesco and its services, the report will discuss how Tesco have previously planned, communicated and reviewed previous attempts to resolve its problems. It will go into the nature, scope and impact of the current problems that are being faced by Tesco. The researcher will undertake an analysis by using problem solving tools along with a stakeholder analysis with a conclusion drawn along with a recommendation for appropriate business options.
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1.0 - Terms of Reference 
This is a report requested by Laura James business consultant from myself Rohid Hussain business apprentice to investigate Tesco’s current problems. It will outline key problems that have occurred in the past that have had a negative impact on Tesco’s reputation whilst competing with their supermarket rivals. Business options will be recommended for Tesco by using multiple problem-solving tools which are, SWOT, PESTEL and a stakeholder analysis.


2.0 - Procedure
Journals, websites and newspapers were consulted to help prepare this report.

3.0 - Findings 
3.1 - Tesco Overview
It all started in 1919 with a man called Jack Cohen in East End of London with his aim of ‘putting affordable food in the reach of everybody’ he began selling surplus groceries from a stall. In 1924 Jack Cohen and TE Stockwell formed partnership and sold their first product ‘Tesco-Tea’. The first Tesco store opened in 1929 in Burnt Oak, Edgware, and North London, in 1937 Jack Cohen began to expand across London buying more stores and growing the business. Today Tesco is UK’s number 1 retailer they claim the highest supermarket share with their rivals their values have not changed ‘serving customer is at the heart of everything we do’ it currently has 6,800 stores, there are 80 million shopping trips a week (Tesco PLC). Dudovskiv (2016) states Tesco has 4 types of store formats in terms of Express, Metro, Superstore and Extra Tesco’s product portfolio range include grocery, electrical goods, home appliances, clothing, banking, insurance services and mobile airtime. These diverse ranges of products help customers meet all their needs in one at Tesco. Tesco gained their success on innovating operations strategy, distinctive design such as Clubcard which has gained 17 million customers, this helps Tesco collect valuable data to understand their customers and act by changing innovating needs that are necessary (Tesco PLC). Tesco.com which is their online websites has been Tesco’s strong point in recent years, even in their times of struggle during 2014/2015 Tesco’s grocery grew 20% ahead of the market.
[bookmark: _Hlk534954183]
3.2 - Previous strategies to resolve its problems 
Anderson (2015) business reporter states that from the beginning where Jack Cohen sold surplus food, Tesco was one of the first big retailers to understand the power of customer loyalty cards. They took full advantage of this capitalising on customer data and tailoring it to fit the customer’s needs. They were the first to innovate before any retailers by introducing convenience stores and creating their unique label with its Value and Finest Ranges. In 2006 Tesco were opening new stores in the UK, their market shares increased at an impressive rate almost twice of their closest rivals however Tesco ‘s success started to change, in 2014 market share dipped worryingly below 30% consistently for the first time in 8 years. Tesco have encountered many problems in recent years:

HORSEMEAT SCANDAL
In 2013 Tesco had a horsemeat scandal, Fletcher (2013) reports that Tesco’s market share dropped by 1% which resulted in £300m value loss. This problem came at a very bad time as Tesco were losing market share value to their rivals. Tesco were advertising quality products and service to their customers in order to compete with rivals, this problem had an opposite reaction, customers lost their trust in Tesco, this scandal was due to management losing their focus to push for overseas expansion, Yamoa & Yawson (2014) state that customers react to contaminated foods by reducing or eliminating exposure to reduce perceived risks, this scandal resulted in 10 million burgers to be taken off the shelves. These withdrawals had a big impact with frozen foods dipping by 43% in just a few weeks. Hodge (2013) reports Tesco communicated a public apology and introduced new DNA testing systems to avoid this from repeating and drop burger supplier called Silvercrest for breach of trust. According to BBC (2013) Tesco began to work with British farmers to respond to this horsemeat scandal which resulted in increased sales in frozen and chilled foods. Tesco also made cuts on consumer electronic goods as these goods only took a lot of space and did not make much money for the company. Tesco turned their attention to sell more home items such as cooking products and clothes items that took less space but resulted in higher profits.
AMERICA EXPANSION: FRESH & EASY 
[bookmark: baut0005][bookmark: baut0010][bookmark: baut0015]In 2007 Tesco decided to expand to America, Goodwin (2009) reports the brand was named ‘Fresh & Easy’ with the ambition to open approximately one thousand stores on the west coast, they estimated that the chain would break even within the year. Gordon (2007) reports the move to America was anticipated and planned for 20 years, teams of researchers were sent out to study American shopping habits. Kirka (2013) states in 2013 Tesco decided to pull out of U.S. and sell ‘Fresh & Easy’, it was reported that Tesco lost a massive £1.2B that contributed to the yearly net profit down to £120m, the researcher identified that the timing for expansion was during a time of mortgage crisis. Bateson (2012) observed that the American public were confused it was reported that a woman mentioned that the name ‘Fresh & Easy’ sounded like a ‘deodorant’ there was confusion on what type of store it was. Yoder, Visich & Rustambekov (2016) State that Fresh & Easy failed to capitalise on Americans love for coupons, this was a result of unawareness of American culture this could be due to the fact that in certain countries that Tesco operate in, coupons are not valued at all but in the case of America it proved to be a costly one. According BBC (2013) In 2013 Tesco to pull out after the company continued to underperform. They paid out £80m to loan the business to the Investment Company ‘Yucaipa Companies’ which includes 150 stores and 50 of the remaining would be closed which costs Tesco a total of £150m to dispose, however parts of this loan may be paid back depending on the success of Yucaipa. If the business becomes profitable, Tesco has communicated options to buy a stake, they still have hopes to redeem this loss.
ACCOUNTANCY FRAUD 
[bookmark: _Hlk4526181]The year 2014 represented a financial disaster for Tesco, according to BBC (2017) Report that Tesco has agreed to pay a fine of £129m that avoids prosecution, this fine was approved by the high court for the controversial accountancy scandal which occurred in 2014. Profits were overstated at an estimated £250m, it was then revised that reached £326 of which were overstated. According to Business Matters (2018) This disclosure took £2b off the supermarkets share price in just a day which contributed to the overall £6.4b loss in 2015 that ultimately accounted for one of the largest in corporate history. Haughton (2014) states that during a time Tesco’s stock market value lost £4b this accountancy error may have been due to managers assuming revenue, for example they forecasted money due to the company from suppliers of products that met sales target and additionally the costs of stolen and out-of-date products may not have been recorded which further contributed to the error. Claudio, Persiani & Rigatto (2016) state that Tesco have indeed violated the ‘International Financial Accounting Standards’ to render service correctly it should be during the stage of completion of the transaction at the end of the reporting period, Tesco recorded tens or millions of monies combined with commercial income revenue of at least £326 million in reduction to costs of sales before being sold. However, Butler (2014) observed that analysts speculated further into the overstated profits and concluded that executives may have had the motive of pulling advance payments. Shares in Tesco halved since 2013, struggling to cope with the change in the market as discount stores such as Aldi & Lidl continued to rise. To keep their high reputation as the number one supermarket they took desperate measures to paint a flattering picture. Farrell (2014) States that Tesco responded to the scandal by suspending the head of the business and brought in independent accountants and lawyers, furthermore the chief executive Dave Lewis delegates to accountancy firm ‘Deloitte’ and legal advisors ‘Freshfields’ to examine thoroughly.

3.3 – NATURE, SCOPE & IMPACT
Nature
Naylor (2019) states that TESCO’s decision to cut cost to stay competitive in a financially challenging time has led to 9,000 staff facing redundancy and the likelihood of more to come. These staff are mainly from the fresh food counters. Since 2008 the financial crash, customers are no longer interested in fresh food but on managing limited resources. Now due to BREXIT and the uncertainties attached to this event, customers continue to heavily focus on cheap food rather than quality which TESCO’s competition Aldi and Lidl have focused on from the start. Butler (2018) highlights that the chief executive of TESCO said that consumer confidence has been hit due to BREXIT, prompting TESCO to reduce prices and offer a wider range of cheap products to encourage shoppers into their stores. He further added that the “biggest single challenge” would be if there was a no-deal exit and the impact on deliveries of fresh food from the continent. TESCO is also experiencing competitive pressures from discount rivals and online sales (BBC 2018). According to Butler (2019) the cuts are part of a plan to cut £1.5bn from TESCO’s cost base as the chief executive claims this is their way of trying to gain profits, which have never been regained from an accounting scandal in 2014.
SCOPE 
This decision to eliminate the fresh food counters will affect the 90 selected stores and staff. TESCO has also stated that it has hopes to redeploy half of those directly employed by TESCO who are at risk of redundancy (Butler 2019). The shops that still have fresh food counters may have reduced hours. Hundreds more roles are at risk, some in the Head Office and 200 staff working in the staff canteens, which have been sourced by external companies since 2017. These canteens have provided hot food to about a third of the TESCO’s stores. Currently TESCO cannot state how many outsourced jobs are at risk (Butler 2019). According to BBC (2019) there is still a lot of uncertainties surrounding BREXIT but the expectation that it will result in high food prices and checks at customs that could cost businesses billions of pounds has been emphasised.

IMPACT 
The impact of the above cost cutting strategies can be summed up by Pauline Foulkes, the national officer for the Usdaw union, which represents thousands of Tesco staff, stated that “Staff at Tesco are shocked and dismayed by the scale of yet another round of potential job losses” she further explains that this is appalling news for workers who have played an essential part in Tesco’s “turnaround project, contributing to 12 successive quarters of growth, solid Christmas trading and over £1bn of profit.” (Butler 2019). Research has demonstrated that redundancies and restructures have a negative impact on the wellbeing of the existing staff, which may influence their performance level. This has the potential to influence the customer’s experience negatively, deterring customers from visiting TESCO and reducing profits made (De Jong et al 2016 &amp; Haddon 2017). Bruno Monteyne, an analyst claimed that the recent cuts could possibly save Tesco up to £170m annually (Butler 2019). Tesco boss Mr Lewis disclosed that the Brexit-driven collapse in the pound is forcing up the prices and highlighted that failure to secure a deal with the EU could result in higher food prices across the UK, less options and poor quality, which is the opposite of what he is trying to achieve for his customers. If this is the result of BREXIT this will make it very difficult for businesses like TESCO to stay competitive and to survive. According to BBC (2019) Tesco should be careful when cutting, ultimately it will help Tesco reduce cost but it will lose its distinct services it offers, becoming similar to discount stores Aldi & Lidl who are already hard to compete with on price.









3.4 - Analysis on Tesco 

3.4.1 - SWOT Analysis
Strength 
Tesco have 100 years of operation experience and are currently number one with market share at 28.1% dominating the top four UK supermarket. They have strong innovation strategies for example, Tesco have used Clubcard data to understand their customers which currently has 17 million customers. Tesco have 6,800 stores which have approximately 80 million shopping visits each week from customers which provides them with a diverse product portfolio such as grocery, home appliance, electrical goods, clothing, petrol stations, banking and Tesco mobile (Tesco PLC 2019). Chowdhury & Naher (2016) state that Clubcard has empowered Tesco to take efficient strategic decisions to keep customers loyal by collecting valuable data which contains information about the customers shopping patterns and behaviours, however Tesco have recently struggled to understand the new generations demands.
Weakness 
· Aldi & Lidl have been Tesco’s main weakness for years, Canocchi (2018) states that Aldi & Lidl combined market share has increased by 2.4 percent to 6.8 percent. This growth accelerated from 2013. Uttley (2018) observed that Aldi are planning to open 130 stores from 2018-2020 as low-cost grocery continue to be in high demand, in 2017 Aldi increased 26% welcoming £15.8 million customers. Stevens (2018) states that Aldi & Lidl have a more loyal customer base than Tesco, the loyalty study conducted by TCC Global analysed 1000 interviews with shoppers revealed that Aldi & Lidl scored double of Tesco’s.
Opportunity
· Tesco has opportunity to prevent discount stores such as Aldi & Lidl affecting their profits. Jordan (2018) states that Tesco has unveiled a discount store called ‘Jacks’ to tackle price wars from Aldi & Lidl, the aim of the new store is to be value orientated. Jacks stores will sell 2,600 products compared to Aldi’s 1,800 products. According to BBC (2018) plan to partner with French retailer Carrefour with strategies to combine buying power to cut costs and offer lower prices. Morrison (2018) reports that Tesco & Carrefour form, this agreement allows both to strengthen relationships with suppliers, this move came into fruition weeks after a proposed merging of Sainsbury & Asda.




Threat 
[bookmark: _Hlk4710472]Watson, Stanley Yap, Pandi, Husband and Tekelas (2018) state Brexit poses a uncertain future which is affecting food manufacturers In the UK and overseas. Potential of increased trading will cause pressure financials. Despite food manufacturers assuring food safety, the chances of serious food safety breaches is present, along with the media. Tse, Zhang, Doherty, Chappell and Garnett (2016) state that media was used during the breakout of the horsemeat scandal, the public used Twitter to post negative feedback on Tesco. BBC (2017) reports that Brexit present a big challenge on fresh food, currently the market is very competitive although Tesco is the market leader, ASDA and Sainsbury who are in the top 4 are closing in the gap. Sainsbury has a market share of 15.8% and ASDA at 15.3% there are rumours of them merging and overtaking Tesco as number one this would be devastating for Tesco’s reputation. There is also Aldi and Lidl which are discount stores that present price wars as it is difficult to compete with them on price, this plays a major role on Tesco’s profits




















3.4.2 – PESTLE Analysis
1. Political 
Political factors have had an internal impact on Tesco. According to BBC (2011 & 2015) In 2011, the UK government adopted a tax measure that affected Tesco. The UK government increased the VAT rate from 17.5% to 20%. In 2015 Tesco report a £6.4b in statutory pre-tax loss which is the worst it has ever faced and one of the largest loss in Britain
2. Technological 
[bookmark: _Hlk531694546]Tesco have dominated the UK by understanding their customers very well for example, as mentioned in this report Clubcard has attracted 17 million customers with Clubcard allowing Tesco to understand their customers better through data information (Tesco PLC 2019). Chowdhury & Naher (2016) state that Tesco Clubcard has struggled to cater to new generation furthermore Tesco failed to correctly research the American market, during the expansion to America there was a lot of confusion and misunderstanding on what American customers demanded for example, Tesco did not implement Americans love for coupons (BBC 2013)
3. Legal
In 2018 Tesco report to face a £4b equal pay claim the largest in British history, the claim was based on a legal challenge for equal pay from part-time female workers who earned less than the men with comparable input into the company. The common rate was £8 per hour for women and £11 for men, the claim for equal pay could go on for several years but even if a small portion of women are successful in the claim it would still amount to a significant bill to Tesco.












3.4.2 - Stakeholder Analysis 

Internal Stakeholder
1. Shareholders – Primary stakeholders
2. Executive Management – Executives are primary stakeholders, which includes the CEO, Heathfield (2018) states that the CEO is the highest ranked in the executive management with responsibility for decisions and the overall success of company. Jordan & Morrison (2018) report that Tesco CEO Dave Lewis has made decisions to merge with French retailer Carrefour for joint strategies to make cuts and offer lower prices. The CEO also unveils new discount store Jacks to battle German discount stores Aldi & Lidl.

3. Employees – Employees are internal stakeholders who are affected by the organisation’s decision in terms of their economic wellbeing, recently employees have been affected by Tesco to cost cut. According to BBC (2017) Tesco plan to focus on a simpler and leaner structure with plans to cost cut by letting go of 9,000 of loyal hard-working staff who played a big role in a solid Christmas period.

External Stakeholders
1. Customers - Customers are external stakeholders they have had an impact on Tesco’s cut of Deli & Fish, according to BBC (2019) Tesco states “Not only are customers shopping in different ways, but we know that they have less time available to shop too – which means they are using our counters less frequently”
2. Media – External stakeholders
3. Government – Government are external stakeholder that has impacted Tesco, for example according to BBC (2017) with Brexit approaching there is uncertainty on Tesco’s ‘Fresh Foods’ stockpiling will be difficult.
4. Competitors – Aldi & Lidl discount stores are external stakeholders who are not close to Tesco in terms of market shares, but they do inflict Tesco with price wars and have had an impact on Tesco’s overall profits.
5. Suppliers – external stakeholders, Tesco’s partnership with Carrefour helps strategies with cut costs with their suppliers like Unilever, Nestle and Procter & Gamble to offer lower prices




3.4.4 – Stakeholder Analysis Diagram 
Mendelow (1991)
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4.0 - Conclusion 
[bookmark: _Hlk532203536]The last decade has seen Tesco’s image being damaged and experiencing financial losses due to the failed attempt at selling to the American market resulting in a £1.2b loss. They also had an accountancy scandal which further damaged their image leading to a fine of £129m for overstating profits in 2014.  Aldi & Lidl discount stores still have the power to inflict Tesco with price wars and have had an impact on Tesco’s overall profits. Sainsbury has a market share of 15.8% and ASDA at 15.3%, the possibility of them merging and possibly overtaking Tesco as number could have a negative impact on Tesco’s reputation and profits. The impact of the recent cost cutting strategies including high levels of staff redundancies can have an adverse effect on the wellbeing of the existing staff, leading to poor performance levels. This has the potential to influence the customer’s shopping experience, deterring customers from visiting TESCO and reducing profits gained. The Brexit-driven collapse in the pound is pushing prices up and failure to secure a deal with the EU could result in higher food prices across the UK, less options and poor quality.  If this is the result of BREXIT this will make it very difficult for businesses like TESCO to stay competitive and to survive. The SWOT analysis that has been undertaken highlights that Tesco’s main concern are external competitors Aldi & Lidl, with Tesco’s unveiling discount store Jacks this could be a great opportunity to tackle this weakness. The analysis indicates Tesco’s strength is reputation with 100 years of experience and Clubcard. Internal primary stakeholder CEO Dave Lewis can resolve problems Tesco are facing by focusing and innovating discount store Jacks, this should tackle Aldi & Lidl price wars resulting in increased profit. The CEO should make plans to expand overseas with improved extensive research, the research should study behaviours and shopping patterns using Clubcard in order to avoid repeating the mistake that occurred in America.
5.0 
Business Options Chairman and Board of Tesco
Based on the problem-solving tools used it highlights key opportunities Tesco can capitalise on for example, the technological aspect from using PESTEL and SWOT highlighted that Tesco can expand to several countries such as Indonesia, Turkey, Mexico, South Africa and Brazil with improved extensive research on American stakeholders and social understanding to prevent the same mistake that took place in America. Stores that are open abroad can offer job opportunities for the UK loyal staff that were made redundant this will rectify the negative impact the redundancy has had on Tesco’s reputation and this will boost the staff’s morale, increasing positive performance levels they will feel more secure. The researcher would also recommend that Tesco can benefit by merging with clothing retailers Next to raise the market share even further to prevent proposed partnership of ASDA and Sainsbury from leading. Tesco can benefit from extra incentives Next can offer for example with Brexit approaching Tesco and Next can share resources and support each other in difficult times. The researcher would also recommend Tesco to initiate an apprenticeship programme to give young students extensive customer service training and give back to the community which will help Tesco’s image and save costs on wages as students will get paid less.

 Appendices
A) SWOT Analysis TableSTRENGTHS (+)

WEAKNESSES (–)

• Aldi & Lidl Price War 
•Financial Losses
•Scandals
• Overseas Market Research
•Leading Market Shares
•100 Years’ Experience 
•Strong Customer Base
•Loyalty Cards








THREATS (–)
OPPORTUNITIES (+)


• Brexit 
• Competitors Merging 
• Company Cuts 
• Ongoing Legal Cases
•Overseas Expansion 
•Merging with a Company 
•Jacks 
•Improved Clubcard Research 
















B) Fishbone Diagram 
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