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Adapting to Change: A Business Environment Analysis of Tesco
The Tesco PLC case study provides an insight into the changing landscape of business. Many industries rely on established business models, which can cushion them against the risk of changes in their business environment over a long period of time. In contrast, supermarkets are constantly responding to real-time changes in their business environment through changes in consumers' spending habits and changes to the costs of supplies, labour, regulations, and brand value. Tesco is an important example of how to successfully deal with external pressures in a large, competitive market. Tesco's success is dependent upon its ability to recognise and respond to changes in economic, social, political and technological forces and to translate its understanding into pricing strategies, operationally effective delivery, and customer trust.
The relevance of Tesco as an example is heightened because it demonstrates many of the tensions that characterise the modern business environment. Tesco is continually under pressure to remain price-competitive while also meeting the demands of rising inflation, commodity price volatility, and an increase in the cost of logistics. Tesco is also under pressure to move forward in terms of digital modernisation without losing the trust of its customers or overspending in its support for digital initiatives. Tesco is facing the challenge of meeting heightened expectations for sustainability from consumers, while operating in an industry that is associated with packaging waste, transportation emissions, and complex supply chains. Finally, Tesco must compete for the loyalty of its customers in a market where switching costs are low and where customers' perceptions of value can change rapidly.
This essay contends that Tesco has adapted to its changing environment better than some of its competitors in retail, but that its adaptability has been largely more pragmatic than radical in nature. Tesco has leveraged its scale in the market to utilise pricing discipline, digital tools, and operational coordination, thereby maintaining its market share; however, the way these strategies have been implemented exposes the limitations without elasticity. The company's pricing focus will assist the company in periods of economic difficulty, although it will restrict its ability to develop a differentiated market position over the long-term. Although the company's digital improvements are improving overall consumer convenience, they will increase consumer expectations for the use of their data, for the quality of fulfilment, and the quality of integrated service.
While Tesco's sustainability strategy may give it more credibility, it will only be seen as an endorsement of their existing business model to the extent that they challenge how big box retailers operate from an environmental perspective. Thus, Tesco's success comes with criticism. 























Understanding the Business Environment 
The business environment is the range of external factors that affect a company's ability to operate, compete and perform. Political action, the economy, social expectations, technology, the law, and the environment are all examples of external influences. Many of the strongest influencers of a business's performance are outside the scope of managerial control. Therefore, the success of a business is determined not only by effective management of internal resources but also by the ability to accurately respond to changes that occur outside the business. Without an accurate interpretation of external environmental changes, businesses can fail despite having efficient operations and a recognised brand. This is especially true in industries where margins are low and competition is fierce, as the external environment can rapidly change the basis of a company's competitive advantage rather than just affect its short-term performance (Abdullahi et al. 2025). 
Tesco is particularly affected by its business environment due to the nature of the retail business being intertwined with day-to-day social and economic life. For example, the rapidly changing nature of consumer reaction to price increases, supply shortages, delivery failures, or service issues. The Government's role in the business environment includes regulating the food industry, enforcing proper labour standards, administering competition legislation, and establishing environmental obligations. Numerous shocks will occur throughout Tesco's supply chain, from suppliers to the retail environment. Public attitudes can also change quickly because of digital communication. Issues with pricing, ethics, or service can become transparent almost instantaneously. Therefore, Tesco is not only impacted by the international business environment on the fringes of its business operations, but also directly within the core of its business operations. It assists in assessing the degree to which Tesco’s scale, convenience, and value proposition remain competitive and relevant to both existing and future customers (Estevao et al., 2022).
Two analytical frameworks enable this assessment. The first is PESTLE, which separately analyses political, economic, social, technological, legal, and environmental factors. The second is Porter’s Five Forces model, which identifies and provides a framework for understanding the competitive environment based on competition between existing competitors, buyer power, supplier power, availability of substitute products, and the threat of new entrants. However, Porter’s Five Forces does not fully address the main external pressures on Tesco. For example, government policies, inflation and prices, climate/emissions-related concerns, and the speed of digital transformation are some external factors that need consideration and can change without being related to direct rivalry between supermarkets as competitors. These other forces will change how competition is defined and delivered (Gupta et al., 2024).
PESTLE Analysis of Tesco/External Analysis and Factors
· Political: In the retail food sector, political decisions can have a very significant and immediate effect on the commercial viability of companies. The retail food sector is significantly influenced by [0] Taxes; [1] Labour regulations; [2] Food quality regulations; [3] Trade agreements; and [4] Competition regulation in most developed countries. Changes in political conditions will have a major effect on the cost and reliability of imports or increase the amount of regulations and compliance for companies. Tesco’s size provides it with some protection from immediate external threats; however, Tesco’s size also makes it increasingly visible to politicians, regulators, and interest groups. It creates a contradictory position for Tesco, as if they are too large, they may be subject to more scrutiny than smaller companies. As the leader in the grocery/supermarket industry in the UK, Tesco will be under considerable public and political scrutiny when consumers are concerned regarding issues about prices, supplier relationships, and/or labour practices (Shi, 2024).
· Economic: Economic pressures are among the most significant determinants of Tesco’s position. All retailers depend on consumers and their disposable incomes to justify their business decisions. An increase in rates of food inflation creates distortions in consumers’ shopping patterns and how consumers perceive fairness. The issue of fair value may be more related to food prices than it is to an increase in disposable income or inflation. Most significantly, instability limits the avenues available for strategic error. Customers are more discerning, trade-offs are readily apparent, and consumers’ trust becomes increasingly tenuous. Tesco’s value proposition (VNP) could strengthen in such times if it is viewed as trying to truly protect affordability rather than simply using selective promotion to protect margins (Xiuzhen, Zheng & Umair, 2022). Tesco's annual reports have made it reasonably clear that the company has sought to position itself as disciplined and responsive through value-oriented investment, control over pricing, and focusing on retaining customers. However, one should approach these reports with scepticism because corporate reporting has never been designed to provide accurate information to the shareholder; it has largely been created to satisfy stakeholder demand for reassurance. This usually results in the reports being tailored for reassurance by emphasising resilience and control and downplaying vulnerabilities at a deeper level than disclosed in the financial report. Thus, these reports, while not irrelevant, should not be viewed as neutral, objective evidence of strength (Tesco PLC, 2023; Tesco PLC, 2024; Shah, 1998).
· Social: The social environment is becoming increasingly important because customers consider more than just price and convenience when making purchase decisions. Customers expect their purchases to be affordable; they also expect them to be responsive, service-oriented, ethical in nature, and aligned with social concerns. Overall, Tesco has a significant amount of the consumer market at this stage; however, customers may begin perceiving larger scalers as impersonal or opportunistic, therefore, their familiarity may become their greatest vulnerability. Tesco’s reputation is at risk because digital channels allow customers to share their dissatisfaction, making local problems the subject of national criticism (Ausat, 2023). Tesco's social positioning also has an intrinsic relationship to how they communicate their value proposition. A powerful value message will sequentially reduce the distinction of the customer’s brand if that value proposition becomes too narrow, while at the same time, a heightened focus on quality will also be perceived as being disconnected from a customer's financial situation. Thus, managing contradictions is an essential element of retail strategy. For example, Tesco must combine accessibility, efficiency, ethics and price sensitivity in its retail offering (Nozdreva, Konina & Ponomareva, 2023; Sudirjo, 2023). This is particularly relevant to corporate social responsibility (CSR). In the UK retail environment, CSR could enhance Tesco’s legitimacy and its financial success, requiring a critical examination of the corporate social responsibility agenda to determine if it is a genuine expression of commitment or a strategically motivated effort to maintain trust and market share (Sughra, 2019).
· Technological: Technology has become an integral part of Tesco’s ability to compete. However, it is important not to confuse the digitalisation of the supermarket industry with good progress. The use of digital systems for online ordering, logistics, customer data, pricing, fulfilment and payments has increased among supermarkets. Tesco’s ability to compete arises from the fact that it offers a combination of physical scale and digital ease of use. However, the expansion of digital systems creates new competitive dynamics and customers now evaluate the store experience relative to app quality, delivery reliability and ease of payment. Thus, the need for technological investments continues; however, the investment does not always translate into a competitive advantage (Hussain et al., 2023). According to Hussain et al. (2023), the most significant risk associated with the growth of digital systems is that customers will develop new expectations at a rate greater than Tesco will be able to deliver. If Tesco does not deliver online in the same manner as it does in stores, it may lose trust quickly when consumers expect that it will provide online access with a degree of ease, reliability and convenience. The challenges for Tesco are not limited to adopting technology, but also to making sound business decisions regarding the applications that will create customer value and enhance resiliency; as well as those that will contribute increased costs, complexity and risk (Cueto et al., 2022; Khalatur et al.,2022). Digital payments also play a role in how convenient it is to use technology across payment methods, which has made the ease of making payments an operational and image-based problem (Ediagbonya and Tioluwani, 2023)
· Legal: Legal factors impact Tesco Limited in the areas of food standards, employment law, data obligations, competition regulation and consumer protection laws. An important takeaway is that while legal compliance is an important aspect of modern retailing, large retail businesses are no longer only measured by their mere ability to comply with laws and regulations; rather, larger retailers are now being assessed on their perceptions of being responsible, transparent and fair to consumers, employees and suppliers. Large retailers' size, scope and visibility create, in effect, legal risk greater than the legal risk of smaller retailers and additionally create reputational risk for large retailers when legal issues arise. A small retailer may consider incidents of legal noncompliance to be isolated instances, but large retailers will generally be interpreted as having systemic weaknesses because of legal noncompliance. The importance of reporting credibility is likewise relevant. The body of literature associated with creative accounting practices in the UK shows that incentive structures can influence how corporate reports are presented, even within a formal regulatory framework. This does not necessarily mean that Tesco Limited's reporting of its sustainability initiatives is misleading; however, it does call into question the transparency and legitimacy of Tesco Limited's reported sustainability initiatives (Shah, 1998).
· Environmental: The unique combination of grocery retailing being high volume, having a rapid turnover of stock and having a complicated supply chain(s) creates significant environmental challenges for Tesco Limited. Tesco Limited faces challenges related to packaging, waste, energy use, procurement of raw materials and transportation-related emissions. The question that arises is whether Tesco Limited's implementation of its environmental initiatives will result in a transformation of its current business model or if they are aimed at improving the image of its environmentally intensive structure. Tesco Limited's annual reports reflect that sustainability has become an important focus of its overall strategy. This suggests that the organisation is aware of Environmental legitimacy's value, which contributes to the company's financial performance via trust and brand positioning in the retail sector overall. Consequently, the environmental commitment should be weighed against other factors in making these commitments significant. Environmental claims are most credible when tied to day-to-day activities, supply chain and waste reduction rather than simply being used as part of corporate narrative (Tesco PLC 2023, Tesco PLC 2024, Sughra 2019).
Adaptability of Organisation and Strategic Responses
Generally, Tesco has reacted to environmental changes more through incremental methods than through radical change, which has enabled it to build resilience during recent times of uncertainty and change within its markets. By using its scale, Tesco has been able to defend value, deliver convenience and develop digital capabilities independently from its positioning as a mass-market retailer. In addition, by avoiding unnecessary risk-taking through maintaining its focus on the core purpose of being a mass-market retailer during these uncertain times, it has helped Tesco maintain stability when there may have been a risk that doing too much would weaken its overall business model.
In general, Tesco's organisational response appears strongest in those areas where the use of discipline, coordination, and execution is most vital to success. Success within the retail strategy will depend upon the ability of the company to align its store operations with those of the entire supply chain, logistics, digital, and staff. Leadership, in terms of its quality in this space, will not only involve having a long-term vision for the prospects of the organisation. It will also involve maintaining coherence through constantly changing external pressures. Tesco’s documented resilience indicates that its management structure has been able to implement strategic direction through times of uncertainty and should not be misconstrued as strategic reinventing (da Silva et al., 2025).
Workforce strategy has an equal level of importance for large retailers; without good retention, motivation and consistency in customer-facing roles, they will have difficulty. If a retailer only sees labour, from a cost perspective, as something that should be minimised, any attempt at cutting costs will negatively impact both morale and service levels. Alongside price consistency and digital capability, Tesco's long-term adaptability will depend on the robustness of its employment model, in enabling reliable day-to-day operational execution (Haris et al., 2025).
There were other possible actions for Tesco. One would be that instead of using scaled adaptation as most of their approach, they could have pushed further toward business model innovation. For a market leader, one of the dangers of being successful is that the company may then operate from a position of caution. Although the supermarket model has evolved, Tesco has not expanded its major reimagine. To date, this has been successful for Tesco but may become restrictive if either consumer expectations or competition formats are significantly changed. Therefore, when considering retail resilience, it may be useful to redefine it not only as the ability to withstand disruption but also as being willing to redesign the business model's core proposition before disruption, making it inevitable (Grabowska and Saniuk, 2022; Ratten, 2023).










Conclusion and Recommendations
Tesco provides evidence that changing/evolving environments can be managed effectively but not in a passive manner; Tesco's political and economic regulations, volatility, social expectations, technology predictions, legal scrutiny, and environmental pressures all factor into determining Tesco's strategic position. Tesco has reacted reasonably well by combining price discipline, digital convenience, and operating scale with its operational definition. However, most of Tesco's responses remain adaptive rather than transforming.
There are three recommendations this paper will make. Firstly, Tesco must continue to protect value; however, Tesco also needs to communicate the concept of fairness more clearly so that the continued affordability of value will remain credible for consumers through times of financial instability. Secondly, Tesco should only deepen its digital strategy based on the true enhancements technology can provide to its customer service and operational resilience, not simply because it provides more tools. Finally, Tesco needs to move sustainability further into its core versus existing practices through increased visible supply chain modifications, package transforming and eliminating waste from operations altogether. Tesco's largest challenge is no longer surviving external pressures; rather, Tesco's challenge is now determining how it can continue converting continual adaptation into an ongoing, longer-term strategy for creating renewal.
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