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As the director of business planning at Tesco, I will investigate the relevance of Profit Maximisation Theory to Tesco, among other pressing concerns in this report. As one of the United Kingdom's biggest and most visible retailers, Tesco operates in a fast-paced, fiercely competitive sector that calls for nuanced judgement. The fundamental idea behind the firm's pursuit of optimum financial performance is the Profit Maximisation Theory. Competition in the market, changing customer tastes, supply chain optimisation, stakeholder relationships, regulatory compliance, and technology improvements are just a few of the many complications that are intertwined with the quest of profit. To succeed in today's complex economic environment, it is important to strike a balance between maximising profits and addressing these other factors. To help Tesco's leadership succeed in this dynamic environment, we examine how they may put Profit Maximisation Theory into practise, among other pressing concerns.
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The theory of maximising a firm's profits is a bedrock of economics and the basis of all sane business decisions. It suggests that organisations should expand production to the point when this additional activity no longer generates a profit. At this equilibrium point, a company is making the most money possible. Applying this idea to Tesco, the corporation would be wise to make adjustments to its pricing policies, manufacturing methods, and cost management in order to maximise profits (Tien, 2019). The "Every Little Helps" campaign that Tesco implemented is a concrete application of the Profit Maximisation Theory. Tesco's plan was to take advantage of economies of scale by lowering prices in order to attract more consumers and increase sales. As more units are sold at a lower price, the fixed expenses per unit decline, leading to a profit. 
Tesco set their pricing such that each product's marginal revenue was equal to its marginal cost. They dropped prices on best-sellers while still making a profit, making the products more accessible to a wider audience and increasing sales overall. Tesco's dedication to efficiency improvement is consistent with the Profit Maximisation Theory. Profit margins may expand if manufacturing costs are reduced thanks to efficiency increases (Davis, 2021). For instance, Tesco was able to optimise its operations by investing in automated checkout systems and inventory management. Lower average expenses per unit may increase profits by reducing labour costs and minimising waste. In order to maximise profits, cost management and reduction are essential. 
The management of both variable and fixed expenses is crucial for every business. Cost-cutting measures taken by Tesco are congruent with the Profit Maximisation Theory, such as the company's use of renewable energy, emphasis on recycling, and focus on streamlining the supply chain. These measures will help Tesco keep production at a level that maximises profits without incurring excessive cost increases as a result of higher output (Varshney and Maheshwari, 2020). Using the Profit Maximisation Theory is critical in the UK's hypercompetitive supermarket and retail business. While this theory does give a basic road map to financial success, it is essential to keep in mind that companies like Tesco operate in a complex ecosystem. To be successful over the long term, businesses need to strike a balance between profit maximisation and other considerations such as market competitiveness, changing customer needs, stakeholder involvement, and compliance with legislation. 
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Market Competition
Tesco competes in the UK's incredibly competitive retail sector. With competitors like Sainsbury's and Asda, as well as up-and-coming ones like Aldi and Lidl, the food industry is cutthroat. Supermarkets often engage in price-cutting battles in an effort to capture market share amid the fierce competition. While increasing prices in accordance with Profit Maximisation Theory will increase profits, Tesco must proceed with caution. They need to strike a balance between making a profit and keeping costs low enough to attract and keep clients in today's fiercely competitive market (McConnell et al., 2018). The Clubcard loyalty programme offered by Tesco is a great illustration of this tactic. Tesco hopes to maintain consumer loyalty without reducing profits by providing discounts and tailored offers. 
Demand Issues
Altering tastes of shoppers drive constant change in the retail industry. Tesco must change as more consumers choose to do their shopping online. The COVID-19 epidemic hastened the transition to online shopping. For this reason, Tesco's efforts to expand and advertise its online shopping services are more important than ever. There are new possibilities thanks to the growing number of ethically and health-conscious shoppers (Png, 2020). By expanding its selection to include more organic, sustainable, and regionally produced goods, Tesco can better cater to consumers' preferences. Tesco should maintain its focus on smaller-format shops in urban areas due to the growing demand for purchases driven by convenience. 
Supply Chain Issues
The company's bottom line is intimately linked to how well its supply chain functions. The price tag goes higher if there are interruptions or inefficiencies, such when deliveries are late or when stocks run out quickly. Having things readily accessible for clients depends on having a well-oiled supply chain. Radio-frequency identification (RFID) and data analytics are useful tools for Tesco's inventory management (Belleflamme and Peitz, 2021). Tesco can increase both customer happiness and profits by decreasing stockouts and maximising efficiency.
Stakeholder Issues
It is essential to have open lines of communication with all interested parties. Tesco's employees, stockholders, and the neighbourhoods where the company works are all crucial to its success. Greater output and improved service to customers may result from efforts to improve the working conditions of employees. Enhancing brand reputation via ethical business practises and CSR efforts increases client loyalty and trust (Mas-Colell et al., 2020). Stable and supportive ownership may be fostered by consistent communication with shareholders and the alignment of strategy with their interests. 
Regulatory and Environmental Concerns
In the retail sector, compliance with rules is quite essential. Tesco, like the rest of the industry, must follow rules on food safety and environmental protection. Fines, legal challenges, and lost consumer trust are all possible outcomes of failing to comply (Salvatore, 2019). Tesco has to spend money on quality assurance and food safety precautions to avoid recalls and lawsuits that might hurt its bottom line. Adopting eco-friendly practises not only guarantees regulatory compliance but also attracts clients who value protecting the environment. Profitability and compliance with legal and environmental requirements may both be improved via eco-friendly packaging, sustainable sourcing, and other supply chain waste reduction activities.
Innovation and Technology
The retail sector is among the fastest in adopting innovative technologies. There are several ways in which productivity and earnings may be increased via the use of automation, data analytics, and digital infrastructure. Distribution centres and retail outlets are two places where automation has been successfully used to improve efficiency. With the use of data analytics, businesses may save expenses and boost customer satisfaction by better anticipating demand and stocking just the right number of products at all times (Baye and Prince, 2020). Customers may be reached more easily via online platforms, leading to a larger clientele. To maintain its competitiveness and profitability, Tesco must maintain its investment in these areas.
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Price Elasticity of Demand
How sensitive the amount desired of a product is to changes in its price is quantified by the price elasticity of demand (PED). Tesco relies heavily on this idea when setting prices in order to maximise earnings. Buyers have a low sensitivity to price fluctuations for these items. Inelastic demand is typical for necessities like food because of the scarcity of suitable alternatives. Tesco's ability to raise prices on such items without suffering a major reduction in sales is not in question. If Tesco were to slightly increase the price of bread or milk, for example, customers would still buy them because they are necessities (Earl and Wakeley, 2020). There are certain items for which customers are very price sensitive. Elastic demand is more common for non-essential, luxury, or easily substitutable goods. Tesco should exercise caution before raising prices on such items. Customers may change their shopping habits or limit their consumption if Tesco dramatically boosts the price of luxury goods or products with close replacements. As result, sales and earnings may fall.
Demand Forecasting
Forecasting future customer demand for Tesco's goods is a key part of demand forecasting. There are several facets of decision-making that need precise forecasting. Tesco is able to better prepare for expected demand by adjusting inventory levels based on reliable projections. Tesco, for instance, may plan ahead to minimise shortages by stocking up on ice cream in the summer if demand is expected to rise at that time of year, while minimising the danger of overstocking in the winter. Tesco is able to make informed choices about what items to carry by analysing predicted demand (Jones, 2020). To better serve an expanding demographic of shoppers, Tesco may modify its product offering to reflect changing customer tastes. Tesco can better target its deals by knowing when and where demand would be highest. Tesco, for one, can time sales on school supplies with the appropriate seasonality, capitalising on the uptick in demand.
Supply Chain Optimisation
Supply chain optimisation involves matching product supply with customer demand while keeping overhead to a minimum. Supply chain optimisation may be seen in Tesco's JIT inventory management. By waiting to order supplies until they are required, Tesco may reduce its inventory and hence its expenses. This reduces the financial burden of stockpiling unnecessary goods. Supply chain optimisation involves choices made about suppliers, shipping, and stock levels. Having things accessible when consumers need them is a result of well-managed supply chains (Thomas and Maurice, 2021). Customers' feelings of contentment are boosted, and their loyalty to the brand may grow as a result. Tesco's carbon footprint and operational effect on the environment may be lessened by the adoption of sustainable supply chain practises. Supply chain decisions may help Tesco achieve its environmental goals by, for example, reducing the carbon footprint of transportation.
Business Environment
When the economy is struggling, people's spending habits often change. Customers' sensitivity to price increases during economic downturns. Discounts and sales may be used to draw in customers who are trying to save money. To ease shoppers' budgetary worries, Tesco may temporarily decrease prices on necessities or create value bundles. During tough economic circumstances, shoppers may choose for more budget-friendly brands. Tesco has the flexibility to modify its product offering by include private-label or generic brand items that are priced lower than its pricier name-brand counterparts (Truett and Truett, 2019). As innovative technologies emerge, businesses like Tesco must determine whether or not to use them to keep up with the competition and provide the best possible service to their customers. Shopping trips may be simplified with the help of automated checkout technologies like self-checkout kiosks. Considerations like cost-effectiveness and client acceptability of these technologies are crucial to decision-making in this context. Consumers are increasingly factoring in environmental and ethical considerations. Tesco's plans may be affected in important ways by the company's dedication to sustainability and ethical sourcing (Thomas and Maurice, 2021). Tesco has the option of only purchasing from companies that follow rigorous ethical and ecological standards. This decision is in line with shoppers' desires for eco-friendly and morally sound goods.
Marketing objectives
Tesco's primary focus is on making a profit, which has significant strategic implications. Tesco often reviews its pricing policies in an effort to maximise earnings. To do so, you need to be familiar with the price elasticity of demand for different goods. Profitability relies on careful control of expenses. Tesco must analyse and reduce supply chain and operating expenses. This entails a variety of measures, including as controlling labour expenses, trimming the fat from the supply chain, and maximising stock on hand (Thomas and Maurice, 2021). The effectiveness of Tesco's supply chain is critical to the company's bottom line. Tesco guarantees that its items will always be accessible when and where its consumers need them by strictly following to the laws of supply and demand. Tesco's goal is to strike a balance between affordability, efficiency, and customer loyalty, all while maintaining a healthy profit margin. To be profitable, it is not enough to just increase sales; resources must be used effectively if profits are to be maintained over time.
Stakeholder Issues
Decisions are based heavily on what customers have to say. In order to better serve its customers, innovate its services, and personalise its products, Tesco uses data analytics. The interests of workers should be taken into account wherever possible. This entails making choices about things like pay, benefits, and promotion potential. Transparency in financial reporting and a commitment to ethical and sustainable business practises are two examples of how Tesco's management can earn the trust of its investors (Jones, 2020). Community members may have a say in where stores are placed, how often employees volunteer, and what kinds of causes get funding. Relationship management with vendors is crucial. Supplier relationships and long-term cooperation are impacted by sourcing, price, and quality control decisions.
Market Structure
Tesco relies heavily on competition intelligence to guide its business decisions in the UK grocery and retail sectors. Competition in the market is a major factor in how the business operates. Tesco conducts frequent market analyses to determine the capabilities, limitations, and market position of important rivals. Tesco's operations and decision-making are profoundly affected by the regulatory setting. Pricing, product labelling, advertising, food safety, and environmental standards are just few of the many areas where supermarkets and retailers in the UK must adhere to rules and regulations (Truett and Truett, 2019). Tesco must guarantee that these regulations are followed to the letter to avoid legal trouble. For example, while setting prices, the company must abide by laws that ensure customers are not being taken advantage of.
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In sum, although Profit Maximisation Theory is an important economic concept that helps companies like Tesco make sound decisions, it is also important to remember that the extremely competitive nature of the UK retail industry calls for a nuanced one. Tesco's "Every Little Helps" price-cutting campaign is a good example of how the company is in line with the notion. Profit maximisation is essential to a company's long-term performance, but it must be weighed against other considerations in today's complex business environment, such as fierce competition, changing customer preferences, supply chain optimisation, stakeholder involvement, and regulatory compliance.
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Tesco would be wise to conduct a comprehensive price elasticity study throughout its product catalogue in order to identify the inelastic and elastic products in its inventory. Tesco may explore pricing changes to boost profitability by identifying inelastic items. It should proceed with care when increasing prices for items with some elasticity. Tesco has to keep putting money into data analytics and sophisticated demand prediction algorithms (Truett and Truett, 2019). Tesco will be able to better serve its customers by offering a wider variety of products and more effective promotions thanks to the data gleaned through these technologies. Radio-frequency identification (RFID) and other forms of innovative technology provide Tesco the chance to optimise its supply chain. Saving money and making delighted customers go hand in hand with a more streamlined supply chain. 
Tesco has to focus more on its customers if it wants to succeed in today's competitive retail market. As such, businesses need to monitor and respond to changes in customer tastes, especially as they pertain to factors like internet shopping, health-conscious decisions, and convenience. Tesco must double down on its dedication to eco-friendliness and ethical manufacturing practises. Sustainable sourcing and packaging should be at the forefront of all decisions. Brands with clear ethical standards will gain the confidence of conscientious customers and keep their loyalty (Jones, 2020). Tesco must always be on the front edge of technology and innovation. The corporation should lead the retail industry in adopting modern technologies, always looking for ways to improve efficiency and delight shoppers. 
Tesco must keep doing thorough analyses of the competition by tracking market developments, identifying significant players, and analysing industry norms (Earl and Wakeley, 2020). To stay ahead of the competition, this information is used to determine differentiation, price, and marketing tactics. Tesco has a responsibility to ensure that all its pricing, product labelling, and advertising practises are in line with applicable laws. Avoiding legal trouble and safeguarding the brand's image both benefit from a strong regulatory compliance plan. 
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