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The Impact of Artificial Intelligence, Geopolitical Supply Chain Disruptions and Sustainability Regulations on Tesco International Business Strategy
[bookmark: _Int_1Or4XETg][bookmark: _Int_C7y9kLIm][bookmark: _Int_8kvyo8FO]Globalisation is the process of countries becoming more connected through trade, technology, communication, travel and sharing ideas and cultures. It has changed the way businesses operate by connecting countries' markets around the world. This allows companies to sell products in different countries, reach more consumers and buy materials from international suppliers. It also means that businesses face new challenges, such as changes in technology, political conflicts and increasing pressure to protect the environment. In 2024–2025, three major global forces are affecting businesses like using more of artificial intelligence (AI), supply chain disruptions caused such as the Red Sea crisis and tensions between China and Taiwan, and new sustainability rules, including the European Union's Corporate Sustainability Reporting Directive (CSRD). 
Tesco PLC is one of the UK's largest multinational retailers. It operates in several countries and works with suppliers from around the world to provide products to millions of customers. It is a global operation; Tesco is directly affected by changes in the international business environment. The company is using AI to improve services and operations and make its business more sustainable and deal with global supply chain challenges.
[bookmark: _Int_9yyjcHIn]The purpose of this essay is to explain how these global forces affect Tesco's international business strategy and operations and discuss the opportunities and challenges created by AI, supply chain disruptions, and sustainability requirements. It will also discuss how these factors influence Tesco's competitiveness, innovation, market position and talent management. Finally, recommendations to support the company's future success and finish with conclusion.
Artificial intelligence (AI) is a great opportunity for Tesco because it can help the company understand its customers better, improve stock management, and reduce costs. One way that Tesco utilises AI is through its Clubcard programme, where they can use the information collected to understand what customers usually buy and provide them with more relevant offers. Tesco introduced AI-powered Clubcard Challenges which give customers personalised rewards based on their daily shopping. More recently, they announced a collaboration with Adobe, using their AI capabilities to ‘to accelerate personal engagement and improve the service it offers customers’ (Tesco, 2026). AI tools help to personalise deals and offers for each customer to make them feel valued and retain their loyalty.
Globalisation gives Tesco several opportunities, especially expanding into new markets and keeping operating costs lower. By operating in different countries, Tesco can reach more customers, increase sales and reduce its dependence on the UK market. There is also the benefit of ‘free trade’ which means an increase in output across the world as goods can be produced in countries with a cost advantage and traded with other countries (Worthington and Britton, 2006, p.369). In other words, Tesco can buy some products from international suppliers where production costs are lower, which can help the company keep prices competitive. 
However, operating internationally also means Tesco must deal with different economic conditions, laws and political situations in each country. This means the company needs to carefully consider the risks before entering or expanding into a new market. Especially when operating on an international level, legal risk is a major factor across national borders. This includes things like liability for environmental damage, complying with regulations in foreign countries and contractual obligations in foreign locations (Morrison, 2023, p. 225). It is always important to consider these factors in a global environment to ensure that the business is following the right rules and customs of every country it operates in.
Furthermore, political risk is also a problem as seen by tensions between countries like Taiwan and China, these are risks that ‘political decisions, events, or conditions change a country’s business environment’ in a way that affects investment or business operations (Daniels, Radebaugh and Sullivan, 2018, p. 118). This includes uncertainty in foreign markets and declining political freedom which in turn can affect how a business like Tesco is able to expand. Expansions need to be considered carefully to avoid areas of high political tension or uncertainty.
[bookmark: _Int_3BrgqQM9][bookmark: _Int_JHv0CLUL][bookmark: _Int_815cyGE4]PESTEL analysis helps to show how these external factors can affect Tesco. One important economic challenge is inflation. When inflation rises, the cost of products, energy, transport and rate can increase, it puts pressure on Tesco's profits. Higher interest rates can also make imports more expensive which may affect Tesco's ability to invest in new stores, technology and other business projects. Rising production and transportation costs can make it more difficult for Tesco to keep prices low. 
As a large organisation, Tesco has stronger bargaining power with suppliers, which can help the company manage some of these rising costs. Tesco also functions as a multinational company, which means that it has advantages such as being able to use resources in other locations and gain a wider reach but also disadvantages that need to be managed like language barriers, conflicting attitudes of foreign governments, and harder communication and coordination with subsidiaries (Sloman, Hinde and Garratt, 2013, p. 381). These factors remain important to consider to ensure that the business remains competitive. In fact, in the US, Tesco failed to expand because it had ‘limited competitive advantage over the strong US domestic retailers’ (Johnson et al., 2020, p. 276). While they saw room for expansion, Tesco did not specialise and position themselves properly from competitors in the host market which led to failure on an international level. 
Technology creates both opportunities and challenges for Tesco. AI and digital systems can help the company improve its services and work more efficiently but Tesco faces risk of cyberattacks and hackers. Since Tesco stores large amounts of customer and payment information, a serious cyberattack could cause financial losses and damage customer trust. As the company uses more AI and automation, it needs employees with skills in areas such as data analysis, cybersecurity and digital technology. Some existing jobs may also change as technology becomes more common. Instead of simply replacing employees, Tesco could provide training opportunities so workers can adapt to new technology. This would help Tesco make better use of AI also supporting their employees.
Global changes have a direct impact on Tesco, particularly its customers, employees and competitiveness. Customer spending is an important issue because inflation and higher household costs can leave people with less disposable income. As a result, customers may look for cheaper products or move towards discount supermarkets such as Aldi and Lidl. Tesco uses Clubcard Prices and personalised offers to provide better value and encourage customer loyalty. Clubcard gives Tesco an advantage by helping it understand customer preferences, but competitors are also using similar digital strategies. Tesco should focus on improving prices, services and customer experience.
Another important factor of globalisation is in sustainability and the environment. Some of the effects of globalisation on the environment include increased transport of goods, economic specialisation, decreased biodiversity and increased awareness (Stobierski, 2021). By expanding globally, businesses have increased their environmental output through shipments, habitat loss, and use of resources, but this has also in turn increased awareness for climate change. There are fears that competing in a global marketplace means governments will be forced to ‘prioritise economic objectives at the expense of environmental protection’ (Newell, 1999, p. 2). By pushing for market expansion and globalisation, businesses have profited but host countries and governments are also seeing greater employment opportunities and growth, yet the cost to the environment is clear.
However, governments are still trying to consider environmental protection rather than solely economic growth, as seen through initiatives from groups like the EU. EU’s Corporate Sustainability Reporting Directive (CSRD) is a recent policy that requires ‘large companies and listed companies to publish regular reports on the social and environmental risks they face, and on how their activities impact the people and the environment’ (European Commission, 2026). This will be important for MNCs like Tesco to consider when operating in EU countries, while the UK is rolling out its own Sustainability Reporting Standard (SRS) at the moment. These standards hold businesses liable for their environmental damage and also makes them consider the impact their actions have, but also reflects that customers value businesses that are greener which helps to build loyalty.
[bookmark: _Int_Z47adDP1]It is important for Tesco to address issues because it can directly affect costs, customers, employees and long-term competitiveness. Some of the recommendations for Tesco that have been covered include continuing to develop AI solutions effectively, improving cybersecurity, considering legal and political situations, carefully positioning themselves both geographically and as a business, and being more environmentally conscious. The innovations Tesco are already making such as a new distribution centre at London Gateway already show some of these considerations. This distribution centre allows Tesco to connect business across the UK with global markets while boosting the resilience of national supply chains (Tesco, 2025), by creating a new centre that is connected to the UK by rail and nationally by seaport.  Tesco should continue to use different suppliers and alternative delivery routes where possible to reduce the impact of geopolitical problems and tariffs; improving sustainability can help Tesco meet regulations, build customer trust and improve its reputation.  Overall, carefully managing these globalisation factors will help Tesco reduce risks and costs and remain competitive in the future.
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