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[bookmark: _Toc57326034]Executive summary
[bookmark: _Toc57326035]Introduction
According to Dess et al. (2016), a strategy represents ideas, decisions, and actions that enable a firm to succeed. Against the background of the current global corona virus pandemic the phenomenon of strategy has become central to organisational sustainability and survival. It is through strategic management that organisation are able to generate competitiveness in the market under these uncertain and volatile business environments. The retail sector like many other sectors have been dealt a blow by the pandemic with all physical stores virtually closed globally for almost half a year. It is through proper strategic management that organisations can successfully map their way forward amidst the pandemic and post pandemic. Thompson et al. (2016) posited that the heart and soul of any strategy are the actions and moves in the marketplace that managers are taking to gain a competitive advantage over rivals. In terms of strategic management process which Hitt et al. (2017) described as the full set of commitments, decisions, and actions required for a firm to achieve strategic competitiveness and earn above-average returns, Tesco is expected to reshape its strategic direction. By doing so, the firm will be enhancing its delivery of innovative customer care with the guaranteeing of future resilience and sustainable competitive advantage against a backdrop of a pandemic.
[bookmark: _Toc57326036]Background of Tesco
Tesco PLC is the largest retailer in the United Kingdom (UK) and ranked second largest grocery and merchandise retailer in the world after Walmart. The chain retailer was founded in 1919 under the ownership of Jack Cohen and operates internationally with its headquarters in England. According to Sabanoglu (2020), the retailer is one of the most valuable brands in the UK and claims the fifteenth position of the most valuable retail brand worldwide as of 2016. The retailer leads the grocery retail market in the UK with an average consistent market share of 25% along other three major retailers namely Morrisons, Sainsbury’s and Asda. Recently, the retailer has ventured into other retail areas such as toys, electronics, clothing and financial services as a diversification strategy. Hence, the retailer saw itself transposing from low-cost retailer to a more broad differentiation provider servicing many social groups. It has a number of own brands that have managed to dominate many consumers’ appeal such as Tesco’s Finest range and Tesco Value. The retailer operates larger supermarkets which stock almost all of its range of products under the brand name Tesco Extra and has a large number of one stop small convenience stores under the division Tesco Express with also other brands such as Tesco Superstores and Tesco Metro. The number of stores operating from 2008 to 2020 for Tesco has risen from 3 751 to 7 005 worldwide with roughly 420 000 employees (Sabanoglu, 2020). 
[bookmark: _Toc57326037]Overview of the UK retail industry
Retailing encompasses the business activities involved in selling goods and services to consumers for their personal, family or household use including every sale to the final consumer ranging from cars to apparels to meals at restaurants to movie tickets (Berman & Evans, 2010). It is the last stage of the distribution process. Composition of the UK retail sector include all businesses selling goods to the public namely: large chain stores, independent stores, department stores and virtual stores. The industry is known of pioneering and leading in retail technological innovations globally. The common retail formats include hypermarkets, supermarkets, departmental stores, convenience stores, small-super stores, discount stores, specialty stores, local stores and online stores. According to Masih, Sharma and Sharma (2015) by the year 2015, 11% of all VAT-registered businesses in the UK were retailers, with the current total of 180,875 retailers and retail sales accounted for 1/5 of the UK’s economy, and generate almost 8% of the UK’s Gross Domestic Product (GDP). 67% of the grocery market in UK ids made up of four big chains (Tesco -28%, ASDA - 15.2%, Sainsbury’s - 14.3% and Morrison’s - 10.4%). According to Rhodes (2018) the following is a summary of the economic contribution of the retail sector to the UK:
· Retail sector economic output was £92.8 billion in 2017
· Retail sector employment was 2.8 million in 2017
· There were 319,000 retail businesses in 2018
[bookmark: _GoBack]However, going into year 2019, the sector suffered worst year on record. Reports by Butler (2020) revealed that year 2019 was the worst on record for British retail, with sales falling for the first time in 24 years as a dire performance on the high street dragged down the industry. The author further highlighted that total sales slipped by 0.1% in 2019, according to the British Retail Consortium (BRC) and advisory firm KPMG, the lowest since they began monitoring the sector in 1995. This downward trend has been attributable largely to Brexit.
[bookmark: _Toc57326038]Internal-External Environmental Analysis
When developing an organisation’s strategy, it is mandated that a comprehensive analysis of the internal and external environment be done. There are various strategic tools at the disposal of Tesco in doing such an analysis. This strategic report will explore the following tools to critically examine the current positioning of Tesco in terms of strategy: SWOT Analysis, Internal – External Matrix and Porter’s Five Forces. 
[bookmark: _Toc57326039]SWOT Analysis of Tesco
Every firm in general operates in an industry that has competitors and a detailed scanning, evaluation and monitoring of such a business environment is priority. Tesco operates in an industry with other firms such as Sainsbury’s and ASDA who sell similar products and have the same customers. Thus key to Tesco’s successful strategic management will be intelligence gathering of information about the industry and comprehension of its competitors’ strategies. The basic technique for achieving such an analysis is the SWOT analysis standing for S- strengths, W- weaknesses, O- opportunities and T- threats. According to Dess et al. (2016), SWOT analysis is a framework for analyzing a company’s internal and external environment which provides “raw material”—a basic listing of conditions both inside and surrounding your company.
Strengths – Tesco
i. It is currently the leading grocery retailer in the UK
ii. Continued increase in market share
iii. Highly diversified in terms of product range and market
iv. Store form diversification
v. International presence
vi. High number of operational stores
vii. Well established and effective supply chain network
viii. Global leadership in retail technologies innovations
ix. Achievement of a lot of accolades for good business operations both locally and internationally
x. Availability of skilled and knowledgeable workforce and currently leads the employment level race in Europe employing over 440 000 people. 
xi. The Tesco brand is very strong, popular, highly reputable and internationally recognised.
xii. The retailer has vast experience owing from many years in the retailing industry spanning over 100 years
Weaknesses – Tesco 
i. Corporate governance issue in 2017
ii. Exiting of the US and Japanese markets due to failed operations
iii. Questionable international markets entry strategies
iv. Year 2018 controversy over its Clubcard scheme 
v. Falling of operational profits resulting in tumbling of the share price
Opportunities – Tesco 
i. Presence of emerging markets like South Africa and Indonesia.
ii. Possibilities of joint ventures amidst the challenges presented by the global pandemic
iii. Tesco can increase its online shopping as the sector is proving to be continuously increasing
iv. The Jack’s brand is currently doing well and can be expanded to serve the broad cross-section of the market
v. More room for creation of strategic alliances with some of the businesses within their supply chain network against the background of the global pandemic challenges
Threats – Tesco
i. Exit of the UK industry from the European Union (Brexit)
ii. Corona Virus global pandemic resulting in forced lockdowns
iii. Recent series of economic crisis and credit crunches in international markets
iv. High competition from existing large chains like ASDA and Morrisons
v. Increased competition from virtual shops such as Amazon and E-bay
vi. Perceived disrespect of the Christian faith by customers amidst a controversial advertisement in 2017 
[bookmark: _Toc57326040]Internal – External Matrix of Tesco
Critical to the analysis of an organisation’s strategic position and its working conditions a strategic management tool Internal-External (IE) matrix is at the disposal of Tesco. The matrix arises to a one suggestive model emanating from a comprehensive internal and external analysis of business factors. It is a protraction of the Internal Factor Evaluation (IFE) matrix and the External Factor Evaluation (EFE) matrix models (Table 1). IFE is a strategic tool used to evaluate the firm’s internal environment in order to identify its strengths and weaknesses. An importance and performance rating is assigned to each strength and weakness while EFE is a strategic tool used to examine the company’s external environment for the purpose of identifying the available opportunities and threats. An importance and performance rating is also assigned to each opportunity and threat. 
The performance rating for the IE matrix indicates the degree of strength of each factor in the company. The rating ranges from 1-4; (4) being a major strength, (3) being minor strength, (2) being a minor weakness and (1) being a major weakness. For the EFE matrix, the performance ratings refer to how the company’s current strategy responds to the opportunities and threats. The rating ranges from 1-4; (4) being a superior response, (3) being above average response, (2) being average response and (1) being poor response. Jurevicius (2015) a weighted score is then derived, which is then plotted on the IE matrix.
The suggestive model is thus divided into a nine cell matrix which is further divided into three major regions as shown Figure 1 below for Tesco. By plotting the weighted scores of the IFE and EFE matrices on the IE matrix, helps determine the position of the organisation’s various divisions. According to Francis (2014), the three major regions are named after the generic strategies applicable to each region; region (1) being Grow and Build, region (2) being Hold and Maintain, and region (3) being Harvest or Divest.




Table 1: IFE and EFE Matrix

	Key Internal/External Factors
	Weight (IP)
	Rating (PR)
	Weighted Score (WS)

	Strengths: 
	
	
	

	1. It is currently the leading grocery retailer in the UK
	0.05
	4
	0.2

	2. Continued increase in market share
	0.08
	4
	0.32

	3. Highly diversified in terms of product range and market
	0.10
	4
	0.4

	4. Store form diversification
	0.05
	3
	0.15

	5. International presence
	0.07
	3
	0.21

	6. High number of operational stores
	0.05
	4
	0.2

	7. Well established and effective supply chain network
	0.10
	3
	0.3

	8. Global leadership in retail technologies innovations
	0.12
	4
	0.48

	9. Achievement of a lot of accolades for good business operations both locally and internationally
	0.02
	3
	0.06

	10. The Tesco brand is very strong, popular, highly reputable and internationally recognised.
	0.04
	3
	0.12

	11. The retailer has vast experience owing from many years in the retailing industry spanning over 100 years
	0.02
	4
	0.08

	
	
	
	

	Weaknesses:
	
	
	

	1. Corporate governance issue in 2017
	0.06
	1
	0.06

	2. Exiting of the US and Japanese markets due to failed operations
	0.05
	1
	0.05

	3. Year 2018 controversy over its Clubcard scheme
	0.06
	2
	0.12

	4. Questionable international markets entry strategies
	0.10
	1
	0.10

	5. Falling of operational profits resulting in tumbling of the share price
	0.03
	1
	0.03

	IFE Total Score
	1
	
	2.88

	Opportunities:
	
	
	

	1. Presence of emerging markets like South Africa and Indonesia
	0.12
	4
	0.48

	2. Possibilities of joint ventures amidst the challenges presented by the global pandemic
	0.09
	3
	0.27

	3. Tesco can increase its online shopping as the sector is proving to be continuously increasing
	0.15
	4
	0.60

	4. The Jack’s brand is currently doing well and can be expanded to serve the broad cross-section of the market

	0.07
	3
	0.21

	5. More room for creation of strategic alliances with some of the businesses within their supply chain network against the background of the global pandemic challenges
	0.04
	3
	0.12

	
	
	
	

	Threats:
	
	
	

	1. Exit of the UK industry from the European Union (Brexit)
	0.11
	1
	0.11

	1. Corona Virus global pandemic resulting in forced lockdowns
	0.10
	1
	0.10

	2. Recent series of economic crisis and credit crunches in international markets
	0.08
	2
	0.16

	3. High competition from existing large chains like ASDA and Morrisons	
	0.12
	1
	0.12

	4. Increased competition from virtual shops such as Amazon and E-bay
	0.10
	1
	0.10

	5. Perceived disrespect of the Christian faith by customers amidst a controversial advertisement in 2017
	0.02
	2
	0.04

	EFE Total Score
	1
	
	2.31



The above analysis is further generated into the IE Matrix given in Figure 1 below. Grow and Build region suggest aggressive and very intensive strategies such as backward-vertical integration and market development. Hold and Maintain region calls for tactical strategies that focus on developing of products and market penetration. Harvest and Divestiture region implies an organisation is poorly performing in the market and to prevent further losses should exit the market. Based on the weighted scores from the IFE and the EFE matrices above, Tesco falls in Region 1. The generic strategies available for this region are those that hold and maintain the current position in the market. 

	



Figure 1: IE Matrix for Tesco
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[bookmark: _Toc57326041]Porter’s Five Forces
Michael Porter had outlined five forces that determine the competitive intensity within a market:
· Threat of new entrants
· Threat of substitute products or services
· Bargaining power of customers (buyers)
· Intensity of competitive rivalry
· Bargaining power of suppliers
This is as depicted by Figure 2 below:

[image: ]
Threat of new entrants -This force determines how easy (or not) it is to enter a particular industry. The grocery retail industry in UK is very open though it is highly dominated by four major retailers Tesco included with an overwhelming 67% share of the market. Due to high capitalisation by these major retailers, it is difficult for new entrants to easily enter the market as for them to be successfully competitive, they have to raise huge sums of capital owing to supply chains which are highly developed and large fixed costs. 
Threat of substitute products or services -This force is especially threatening when buyers can easily find substitute products with attractive prices or better quality and when buyers can switch from one product or service to another with little cost. This threat is very high in the UK grocery retail industry and disturbingly growing due to the current fourth industrial revolution in the form of advanced technologies breeding virtual shops into the market. 
Bargaining power of customers (buyers) - Buyers have the power to demand lower price or higher product quality from industry producers when their bargaining power is strong. Against the background of high competition from other major chain grocery outlets and online retailers who are increasingly getting popular such as Amazon and E-Bay. 
Intensity of competitive rivalry- This force is the major determinant on how competitive and profitable an industry is. In competitive industry, firms have to compete aggressively for a market share, which results in low profits. Competition in the retail industry is very intense in the UK and also in the international markets Tesco is present.
Bargaining power of suppliers-Strong bargaining power allows suppliers to sell higher priced or low quality raw materials to their buyer. Due to supply chain integration strategies by most major retailers and strategic alliance with international suppliers, UK based supplier are under threat. Retailers are increasingly sourcing their products from foreign markets at relatively cheaper and better deals.  
[bookmark: _Toc57326042]Business Model Description of Tesco
Hellriegel et al., (2012) defined a business model as a system of resources and activities which create value that is useful to the customer and sale of this value creates money for the company. This is supported by Stefan and Richard (2014) stating that business models are at heart, stories that explain how enterprises work, meaning that like a good story a robust business model contains precisely delineated characters, plausible motivations and a plot that turns on an insight about value. It answers certain questions like:  who is the customer? How do we make money? What underlying economic logic explains how we can deliver value to customers at appropriate prices? It is from the above analysis on what business model consist of and what it is that an analysis of Tesco revealed the following:
Target market – Tesco targets alt everyone as it claims in their mission that they are the cheapest offering low cost products (thus targets the high street). Additionally, it targets those customers who are quality conscious and lastly, the retailer also sought after customers who emphasize on the value for money hence wanting reasonable products in terms of price and quality. 
Products and services offered – the Tesco product offering is highly diversified with core provision of high quality, low priced groceries. However, the product range also includes financial services, clothing range, mobile phones, telecom services, home-ware items and school uniforms. Their product range is offered through its diversified store formations under the brand names: Tesco Superstores, Tesco Extra, Tesco Express and Tesco Metro.
Revenue model – activities which Tesco are doing in order to generate income include outsourcing groceries from other suppliers and sell them at a mark-up, manufacturing their own brands such as groceries and designer clothing and sell them to customers and they do the same for mobile phones, home-ware items etc. 
Operational model –
Cost model – 
Value chain modelling – 
[bookmark: _Toc57326043][bookmark: _Toc7425937]Tesco’s Current organisational strategic position
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