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Introduction
Tesco plc is a major retail firm in the United Kingdom that deals in the grocery and general merchandise business. It was established in 1919 and has millions of customers across of its supermarkets, convenience stores, and online every week. Tesco is a market leader in the UK and competes with other retailers in the UK including Sainsbury, Asda, and Aldi (Tesco Plc, 2023).
This report was commissioned to undertake a situational analysis of Tesco based on the PESTLE model to determine the external forces that affect its marketing decisions. PESTLE framework is the appropriate one as it analyses the broader political, economic, social, technological, legal and environmental factors that has a direct influence on the operations and marketing strategy of Tesco.
The report will then give a comprehensive PESTEL analysis, then a critical analysis of its implication to the marketing decision of Tesco and then give the conclusion and recommendations.
Situational Analysis – SWOT Analysis
Strengths
One of the most significant strengths possessed by Tesco is the good brand name and market share it enjoys in the UK retail industry. Its popularity and extensive customer base due to its long history give it a great reputation that has contributed to its retention of customers in a very competitive market (Levi, 2024). The second major strength lies in the fact that Tesco has a wide supply chain and logistics network, enabling the business to control the availability of their products and have an efficient operation in all the stores formats and online stores. In addition, the data-driven marketing process implemented by Tesco with the help of its Clubcard loyalty programme offers the company valuable insights about customers, which helps generate promotions and targeted marketing campaigns. These benefits support faster adaptability of Tesco to changes in the market and its customer-centred approach.
Weaknesses
Although Tesco has been successful, it has several internal weaknesses which may impact its performance. This is because the company is large and has a complex structure with high operational costs caused by dealing with a variety of store formats and product range management (Fu, 2024). This may render it inflexible to smaller competitors, which utilise discounts. Also, we can say that Tesco has been investing in digital transformation, but the company still has some problems in competing with rapidly growing online shops that are more focused on convenience and fast delivery. The reliance on the UK market to generate a large chunk of its revenue is yet another weakness as this business becomes more susceptible to changes in domestic economies and consumer preferences. Such weaknesses may inhibit the capacity of Tesco to remain profitable in the long run unless such weaknesses are mitigated through strategic measures (Fatricia, 2024).
Opportunities
Tesco has a few opportunities to capitalise on to improve its market position. The growing customer trend in online shopping of groceries will be a significant opportunity that Tesco can leverage to increase its online business and intensify efforts to market online. The increasing sensitivity to the concept of sustainability provides Tesco with the opportunity to enhance its green range of products and decrease the use of plastic packaging material and make its brand automatically corresponding to the principles of ethics and environmental awareness (Pereira, 2023). Moreover, demographic and lifestyles shift, like busy metropolis living, provide more convenient store format of Tesco and the ready-to-eat product lines. Tesco can leverage such opportunities to improve its competitive edge and appeal to new segments.
Threats
The great threat to Tesco includes stiff competition in the UK retail market. Aldi and Lidl are discount retailers that are steadily increasing, challenging Tesco with prices and profit margins. Rising living cost and inflation can all create economic pressures on consumers that can drive them to cheaper options (Riley, 2023). Also, a shift toward government regulations in terms of sustainability, employment and food labelling can raise the cost and risks of compliance and operation. The emergence of online delivery systems and changing consumer demands to receive faster and more flexible service also poses persistent challenges. These outside forces demand Tesco to change its marketing mix and be responsive to changes in the market environment.
Critical Analysis and Evaluation
Based on the SWOT analysis, Tesco possesses strong brand reputation, advanced supply chain and customer loyalty which forms a good chain of competitive advantage. But increased competition among discounters and evolving consumer behaviour poses challenges that need to be adapted strategically (Sudhakaran, 2020). The size and complexity of Tesco operations could hamper agility, and the high dependence on the UK market exposes Tesco to local economic pressures. In general, the future success of the company will hinge on whether it can harness its internal competitive advantages to deal with external threats and seize the new opportunities presented by digitalisation and sustainability.
In the view of strategic marketing, Tesco needs to narrow down the Segmentation, Targeting, and Positioning (STP) strategy to remain relevant. It can augment its customer attraction to the value-conscious customer by concentrating on price sensitive groups with cheaper product lines and provide a higher-end category to quality-conscious customers. Placing the brand as sustainable and affordable would be in sync with the prevailing consumer trends (Aithor, 2024).
Using the Marketing Mix (4Ps) model, Tesco ought to focus on value pricing to overcome the discount chain competition. Differentiating products with more green and healthy alternatives would be more beneficial, and customer engagement and convenience can be improved through investing in omnichannel marketing (including online, app-based, and in-store promotions). Moreover, customer loyalty will be strengthened by concentrating on individual online offers based on its Clubcard information. Such strategic moves will help Tesco retain its market leadership and to effectively respond to the dynamic market conditions (Ozan, 2024).
Conclusion and Recommendations
To summarise, the SWOT analysis reveals that Tesco has strong brand, well-developed logistics network, and customer loyalty as some of the key strong points that help in the competitive positioning. But issues like price war, digital discontinuity, and reliance on the UK market demand strategic reactions. Tesco needs to keep up with the changing needs of consumers and external pressures to stay successful and keep adapting its marketing strategies (Parker, 2022).
Recommendations:
1. Extend and market environmentally friendly products to appeal to conscious consumers.
2. Enhance e-commerce and mobile shopping systems to attract the increasing e-commerce.
3. Launch promotional prices and any special value-based pricing to maintain price-sensitive buyers.
4. Use Clubcard data analytics to provide personalised marketing and enhance customer retention.
5. Distributing product sourcing to minimise the impact of supply chain disruption.
Though strategic planning would not be complete without situational analysis, this would aid organisations such as Tesco in making competitive decisions in marketing and would keep them competitive in the long run.
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