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Executive summary.
This report provides a SWAT, PESTAL analysis of Tesco UK’s biggest grocer and one of the world's top ten player. The report also looks into the handling of some of its problems.
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Terms of reference
The purpose of this report identify possibly causes of the problems at Tesco by conducting a SWAT, PESTEL ANALYSIS.




















Introduction:
Tesco is currently the biggest supermarket retailer in the UK and also one of the biggest in the world currently operating 6996 stores across the world (https://www.statista.com/statistics/238667/tesco-plc-number-of-outlets-worldwide/).tesco is the leading supermarket brand in the UK with a dominance of 27.4% of the market (https://www.statista.com/statistics/300656/grocery-market-share-in-great-britain-year-on-year-comparison/) this reports looks into what can be learned from with its handling of the horse meat contamination and its current the issues it facing with mass job losses and Brexit. 















Tesco is the biggest supermarket chain in Britain, it was founded in 1924 by a John Edward Cohen. The founder was a market stall trader in the east end of London. Tesco is anacronym bringing together one of jack's supplier T E Stockwell with two letters from his name C O thus coming up with TESCO.
Tesco (Tesco plc) is a multinational merchandise retailer, the company conducts its business online and in multi formatted stores. The stores are classed by size and the range of products it has, the store sizes are Superstore, Extra, Metro, Express and One stop. https://advantage-marketline-com.ezproxy.uwtsd.ac.uk/Browse?q=tesco+ 
 Key Stats as of February 2018, Tesco operated - 1,749 Express stores - 480 Superstores - 252 Extra stores - 172 Metro stores - six dotcom-only outlets - 776 One Stop outlets - 169 One Stop franchise outlets - 150 stores in the Republic of Ireland ( file:///C:/Users/user/Downloads/69EB9673-AC2D-4E1B-9CCE-A0A33E62ABFB.pdf) 
490 petrol stations 25 distribution centres 13 pharmacies 700 one stop convenience stores.
 Tesco bank opened in 1997and Tesco mobile is a joint venture between o2 that provides mobile telecommunication services. It currently employs 448,988 people to date.
Tesco's current product portfolio consists of 
Fresh food                                                                    
Grocery                                                
Bakery
Home furnishing                                                                
Womens wear  
Men's wear
Kids wear
School wear.

Tesco mobile                                         
Pay as you go phones 
Pay monthly phones
Pay as you go sims 
Tesco international calling
Tesco bank
Current account 
Fixed rate saver
Instant access saver
Cash Isa
Junior cash Isa
Mortgages 
Credit cards 
Savings
Loans 
Pet insurance
Home insurance
Travel
Travel insurance 
Travel money
Euro car breakdown
Insuring pets abroad
Products and services

Mobile Apps
Baby club
Tesco Tech support 
Photo centre 
Gift cards
Tesco now
Tesco pay+
Community 
Bags for help
Nurture
Race for life
Food collection
Community food connections.
Tesco reported revenues of £57,91 million for the year ending February 2018

Head Office 
Tesco plc 
Tesco house, shire park kestrel way
Kestrel way
Welwyn garden city
England
Webb address: www tescoplc.com





One of the problems or crises faced by Tesco was the hose meat scandal.
In January 2013 processed beef was counterfeited with horse meat which was discovered by a routine testing by the Food Standard Agency (FSA) of Ireland. 
Horsemeat had been found in beef products that was sold in UK and Ireland through retailers like Tesco and other food service markets.
It appeared that the 37% of beef burger contained horse meat the meat originated from 3 abattoirs in the UK and Ireland.
The crisis became known as “Horse gate” the confidence of the Comsumers had plummeted and Tesco being the biggest supermarket retailer had its reputation in the tatters. Tesco's brand image had been damaged and Tesco would need to act fast to contain the situation. In order to regain the public's trust and contain the situation Tesco placed full page adverts in all national papers apologising for what had happened, but that did not stop the company share price to nosedive it was the sharpest fall in 20 years.
Tesco being the largest super market it took the biggest hit as trust is a commodity that is hard to win back but easy to lose for any organisation.
Tesco took a proactive plan to deal with the crisis, the company decided that is was an opportunity to go from crisis communication to change the customers perception. It had then full-page newspaper advert to apologise for the scandal and to reassure the public by what it was doing. The company took an online approach to apology to gain the public's trust as it wasn’t just its customers that was affected it was protentional the nation.
 Tesco did this by using YouTube they got then CEO Philip Clarke to pledge his support to the customers, farmers and suppliers.
Tesco took to speaking at the National Farmers Union Conference to reinforce what they had pledged on YouTube. Tesco stated that they were 100% behind British farmers. The company was trying to win back confidence of its customers by supporting local farmers for local produce at a time when local produce meant knowing what you were eating. 
Making sure to reinforce the message at the National Farmers Union a year later was a clever idea so that customers and farmers felt that they weren't forgotten 12 months after the crisis had begun.
 
Tesco publicly committed to 3 promises that was simple but very effective.
1. We will put in place better controls
2. We will build a better relationship with our farmers
3. We will bring food closer to home
All of which reinforced by Kevin Grease commercial group director speaking at the National Farmers Union. Teco had taken the following steps to resolve the problem by dropping the meat supplier and promise to buy more meat from the UK. 

With regards to Tesco taking most of the blame for the horse meat scandal it should be noted that in order to meet the demand of the UK customers for low cost processed meat it would involve importing meat at various stages through an agent or trader and at some stages multiply agents are involved for anyone consignment.
It can be a very complex system to source meat that is low cost it can lead to criminal gangs exploiting the weakness in system for low cost meat that the customers demand. This can lead to scandals like the horse meat scandal as Tesco is the biggest shareholder of the market it had no option to take the lead in showing the public that it had its interest at the heart of the company.
  





The current problem to hit Tesco is the staggering number of job losses it has to. 
Tesco has to find ways to reduce its cost by 1.5 billion by 2020 make the company more profitable. In order to do that it must make some drastic decisions to cut jobs by simplifying the operation the shop floor and at its head office.
Employees working at its fresh food counters and at staff canteen would be the first to lose their jobs followed by the employees at its head office at the management level (https://www.tescoplc.com/news/news-releases/2019/building-a-simpler-more-sustainable-business/).
A company the size of Tesco with a workforce of 324,117 employees (https://www.statista.com/statistics/490882/tesco-group-united-kingdom-uk-number-of-employees/) it is in the nature of the company that such numbers of job cuts would have to be made somewhere along in its timeline not that the auther of this report is justifying the job loss.
 According to Sir Terry Leahy the man credited with building Tesco into one of the world's largest and most successful retailers told the BBC business editor Kamal Ahmed(https://www.bbc.co.uk/news/business-30886632)
"Tesco is the biggest, people expect it to have the best prices and know they can trust Tesco to deliver that and not have to shop around and check that they're getting the best deal.
"I think that some of that trust has been eroded, which has meant that people have shopped around." As Tesco its sales fall its profit took a dive as well.
Tesco is the biggest supermarket and people except it to deliver the best deals without having to shop around and now that there are two new discounters in the market the people will not return to Tesco.
The company had enjoyed unprecedented success in the past but now it is facing a challenging new competition which it must address.
The scope of the problem is that the company must reduce its workforce in order to compete and become profitable.
The impact of such decisions made by Tesco is far and wide affecting 15000 employees that will create a knock on affect the local economy as there will be less money circulating that will cause local business to experience a drop-in sale.
Tesco is a giant employing 324,177 employees in the United Kingdom it is not possible to single out a specific problem that is the cause of its problems.
Tesco now has a pension deficient of £5.9 billion up from £3.2 billion due to the United Kingdom voting to leave the European Union which caused the collapse of the bond yields after the Brexit vote.
There are many factors that Tesco has to address in order for it to stay on top and profitable.

















Stakeholder analysis 
Internal/ primary stakeholders
Management
Managers play a key role as they are the accountable for the decisions made between the shareholders and the board of directors.
Employees
Employees effect the business to provide a good customer service and to make sure that the customers have a nice experience while shopping. 
The interest of the employees would be the salary and job satisfaction, they are also affected by the targets set by the company.
Shareholders/ investors
Shareholders and investors effect the business by making key decisions as they control who is hired at the board of directors and at chairperson level. Shareholders are affected by the return they get on dividends.
External/ secondary stakeholders


Government
The government of the United Kingdom has a great deal of concern with Tesco as it is the biggest employer in the supermarket industry, this is of huge importance to the government on how well it performs. The government will pay less on unemployment benefits if the company performs well as it will employ more people.  

 Local community
Local community hold an interest with Tesco as a prosperous company it will generate local work and can contribute to local projects which could lead to reduction in crime. The local community needs to give the backing to any planning permission to open stores. Tesco must maintain a good relationship with local communities to tackle environmental pollution and noise pollution and any other problems the community may have to get what it wants. 

customers
Customers are a group of people that directly affect the business by spending money in its store. Customers are affected by the quality of the products price of the goods on the shelves and the after sales service and support for the electrical goods its sells.
Trade unions 
Trade unions represents the employee's interests. Trade unions can affect the business by monitoring whether the company is working within government legislation to avoid disputes and prosecutions and walkouts by the staff.
At the same time by working together they can create a harmonious working condition for management and staff where productivity will be high.
















Conclusion 

From the analysis one of the main issues could be faced by Tesco is that the government could raise corporation taxes and any further increase of VAT as it is the biggest food retailer in the United Kingdom it would be hit the hardest possibly losing the top spot to its competitors. Tesco currently has 27.7% as of 27/03/2019 could lose out to its competitors such as Sainsbury's and Asda. (https://www.kantarworldpanel.com/en/grocery-market-share/great-Britain of the grocery market). In order to keep the company profitable and address customer concern for cheaper priced goods it is inevitable for it to join forces with other supermarket giants Carrefour as strategic partners in Europe to have a stronger buying power to maintain the current top position in the United Kingdom. The company is currently serving too many markets at once it should concentrate on its core market where the majority of its profit is generated as the company is facing stiff competition from home market as well as abroad where it is haemorrhaging money and in turn having to close stores or in some cases even pulling out of that market all together. Thus, creating the loss of confidence with shareholders and stakeholders and also the global brand image also takes a negative hit.







Options 




Suggestions

Undertake addressing crisis issues quickly be transparent during the any investigations involving the effected party in the process.
Perform comprehensive market analysis and market research before entering emerging markets. The company should conduct a comprehensive SWAT and PESTLE before entering such markets.
One possible suggestion would be to the conduct Ishikawa diagram that could help them identify why did the problem occurred and take preventions actions so it does not happen again such as the horse meat crisis.










Appendices


The following SWOT assesses the Tesco Group the company had faced numerous external forces and increased pressure from competition. 
This SWOT analyses the company's strength's, weakness, opportunities and threats so that Tesco can make the informed decisions for its business strategy.

Strengths 
It has won multiple awards and been recognised for its customer service, retail brilliance and shopping experience.
 Drinks award (25 awards)
The grocer of the year award.
Best Grocer Award (2018) (https://www.thegrocergoldawards.co.uk/ )
It is ranked one the largest supermarket companies in the world where competitors have tried to copy its trading format.
It has an enormous cash reserve with a rich undeveloped property portfolio making it financially strong in all types of economic conditions.
It has an excellence brand integrity in its name and global respect for its quality, service and selection.
The company was founded in the United Kingdom and majority of its profit is generated in the UK giving it a trustworthiness and affirmation that it will operate well into the future.
It has diverse store formats offering a more personalised experience and able to meet cultural and local needs.
It has refined the use of technology creating greater productivity and complimenting the service experience.

Weakness 
Consumers are spending less due to smaller disposable income. The company is slow to the adjustments of disposable income creating a high cost of its inventory.
Some buyouts proved very costly for example Nobbies garden centre and Giraffe restaurant were later sold for a loss.
The company was charged with fraud in 2017 it was fined and investigated for misrepresenting profits. The credit crisis has impacted the profit levels and have yet to recover from the global event.
Price wars have reduced the retailers profit margin it should have been focused to gain the competitive advantage.
The company is serving too many markets which may not be financially beneficial.






Opportunities 
The company has announced Jacks a low-cost contender to challenge the German discounters Aldi & Lidl. It has the possibility to grow as a low-cost rival.
The company has a huge opportunity to grow its online shopping and grow the its home delivery service to areas. Throughout 2018, the industry saw record proportions for online spending, increasing to 18.2% in August as stated by the Office for National Statistics.  (https://www.pcr-online.biz/2018/09/21/uk-retail-sees-record-online-spending-in-2018/)
There are further opportunities to exploit in emerging markets as Tesco already operates in Asia it has the knowledge therefor can meet the demands for western goods. 
It has huge profitability in the private label products. (private label products are goods manufactured by one company by one company to be sold by another company as its own brand) 
Threats 
Brexit. No trade agreement with the European Union causing anxiety and confusion when dealing with suppliers and over cost when importing from the E.U. 
The increase in Minimum wage will from April 2019 adding further strain on its pricing.
	Year
	25 and over
	21 to 24
	18 to 20
	Under 18
	Apprentice

	April 2018 (current rate)
	£7.83
	£7.38
	£5.90
	£4.20
	£3.70

	April 2019
	£8.21
	£7.70
	£6.15
	£4.35
	£3.90


(https://www.gov.uk/national-minimum-wage-rates)
Pressure from stakeholders expressing concern about the environment and social responsibility. Increase in food prices around the world affecting what consumers can afford.








Tesco PESTLE ANALYSIS 
POLITCAL
ECONOMIC
SOCIAL
TECHNOLOGY
ENVIROMENTAL
LEGAL 










POLITICAL
Brexit is one the most crucial factors that will and have a repercussion on Tesco's position as the largest supermarket in the United Kingdom.
Tesco is a multinational company predominately offering food and grocery items the company sources food and non-food products from British and international suppliers (Tesco,2018e).
Morden informs us that the United Kingdom's withdrawal from the European Union will increase fresh food imports duties which in turn will have a detrimental effect on the profit margin (Morden,2016).
In addition to that the United Kingdom is a country that has low level of corruption and bureaucracy which from a political point of view is a stable country (Transparency international 2018).


ECONOMIC
The United Kingdom is currently an economically sound country which constitutes to an encouraging climate for business like Tesco.
2009 saw the government of the United Kingdom reduce the interest rate from 5% to .05% and as a direct result of the government's actions the purchasing power of the consumer had increased. Unemployment fell from 8.5% in 2012 to approximately 4% in 2018 (Trading economics,2018a).
The implement of Brexit will cause a drop-in consumption in Britain which could cause a negative repercussion to the financial performance of Tesco according to martin (Martin,2017).






SOCIAL
According to Chernev health conscious social trend can impact Tesco’s competitiveness (Chernev,2018).
According to Smithers as the sale of organic food and drink in the United Kingdom rose to almost 6% in 2017 which equates to 2.2 billion pounds (Smithers,2018).
Tesco reported that in 2017 saw a rise of its organic range by 15% which was recorded as the highest rise for over a period of ten years (Tesco,2017).
Tesco must also take into consideration that the population of the United Kingdom is getting older it is an important factor that as older people tend to purchase less food products in stores as reported by the office of National statistics (ONS,2017).


Technological
One of the key operations of Tesco is the use of the internet through online retailing which is growing at a rapid pace.
Tesco has introduced RFID (radio frequency identification) technology to give its customers a better instore experience.  with the introduction of RFID, it automatically counts and removes items after sale. reduces cost reduces waste reduces stock. Tesco has developed its own online mobile payment system which is “Pay Quid” Tesco is currently operating this mobile payment system in 524 stores throughout the country.  According to (Morden,2016) Tesco has already introduced a wide range of technological benefits for its customers with digital marketing, analytics as well as having 2.5 million Facebook followers and 540,000 twitter followers. (Facebook,2018 Twitter,2018)






Legal
Seventeen workers took legal action against their employer Tesco in 2016 for discrimination for age and gender and for the low rate of pay for the night shift, weekend shift and the holiday shift (https://www.bbc.co.uk/news/business-37671752) Tesco faced a one 100 million legal claim from 125 institutional Invester's in pursuit of lost money as a direct result of the company's accounting scandal I 2016 the company had 2 billion wiped off its stock market value( https://www.telegraph.co.uk/business/2016/10/31/tesco-hit-with-100m-legal-claim-over-accounting-scandal/ ).

Environment 
In 2015 Tesco took the steps to tackle the reduction in its absolute carbon emissions by 26% making it environmentally sustainable (tesco,2018g).
In 2017 the company introduced a scheme to change to 100% renewable electricity in the United Kingdom, according to Johnson the company is planning to introduce this to all its stores worldwide by 2030 (Johnson,2018).
Implementing these policies could have a negative effect to compete with its competitors.













Stakeholder analysis 

Internal/ primary stakeholders
Management
Managers play a key role as they are the accountable for the decisions made between the shareholders and the board of directors.
Employees
Employees effect the business to provide a good customer service and to make sure that the customers have a nice experience while shopping. 
The interest of the employees would be the salary and job satisfaction, they are also affected by the targets set by the company.
Shareholders/ investors
Shareholders and investors effect the business by making key decisions as they control who is hired at the board of directors and at chairperson level. Shareholders are affected by the return they get on dividends.

External/ secondary stakeholders
Government
The government of the United Kingdom has a great deal of concern with Tesco as it is the biggest employer in the supermarket industry, this is of huge importance to the government on how well it performs. The government will pay less on unemployment benefits if the company performs well as it will employ more people.  
Local community
Local community hold an interest with Tesco as a prosperous company it will generate local work and can contribute to local projects which could lead to reduction in crime. The local community needs to give the backing to any planning permission to open stores. Tesco must maintain a good relationship with local communities to tackle environmental pollution and noise pollution and any other problems the community may have to get what it wants. 
customers
Customers are a group of people that directly affect the business by spending money in its store. Customers are affected by the quality of the products price of the goods on the shelves and the after sales service and support for the electrical goods its sells.
Trade unions 
Trade unions represents the employee's interests. Trade unions can affect the business by monitoring whether the company is working within government legislation to avoid disputes and prosecutions and walkouts by the staff.
At the same time by working together they can create a harmonious working condition for management and staff where productivity will be high.
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