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[bookmark: _heading=h.xah6twvcirun]Introduction 
Situation analysis refers to the systematic process of examining both the internal and external environment of the organisation (Clarke, Washburn and Friese, 2022). As a part of a principle of marketing, it is important for understanding the internal and external analysis of information. Tesco Plc is the chosen organisation for this report; it is one of leading grocery and general merchandise retail businesses in the UK. This report will be applying a PESTLE framework for assessing the external environment and highlighting the key opportunities and challenges. By applying this analysis to this report aims to understand the challenges in opportunities and also recognise how these factors are shaping the decision making of the organisation in the long-term competitiveness. 


[bookmark: _heading=h.nte3hi594s4d]Pestle analysis 
Political factor: The post Brexit trade setting and label policy shift have increased the operating cost across the grocery sector. At the industrial level this has increased the cost of supplier and distribution and which lead to the compress in margins (Bakker et al., 2022). For the business like Tesco has translated into more explicit cost pressure public appeal to the additional cost reduction program in order to protect the low margin and prices.   
Economical factor: The current inflation rate in the UK is around 3.8% which means people have good purchasing power. This has helped the retail sector generate a good amount of revenue from the market (Arestis and Karagiannis, 2025). Though the inflation is low, customers are still getting attracted to discounted offers. Tesco has benefited from the scale because the faces margins quiz and also requirement for investing into the club card promotions in order to retain the volume, while also monitoring the cash flow in the organisation. 
Social factor: In the UK people are highly conscious about the product and services and they are not willing to compromise with them, especially grocery items. It is estimated more than 3% of the total consumer has shifted to vegan products, such as shift towards home cooking, value and convenience (Vegconomist, 2025). Different brands in their industry are balancing the private level value lines with the health lead and premium product and services. Tesco has been to expand their premium ranges and values, leveraging Clubcard information to the tailoring offers and focusing on the convenience formats, which has been supported by the market share gains but also required for the much tighter category (Davies, 2025). 
Technical factor: This factor has been one of the important and most influential factors because the increasing technology has shifted the habits of daily shoppers. It is estimated that there are around 60 million E-Commerce users in the UK. The retail sector has adopted these online factors for reaching a large number of customers (Statista, 2025). Tesco has been making some valuable investment on the technology, such as Tesco media platform, Clubcard ecosystem for generating differentiated targeting. It also required some proper capital spending and cyber security compliance with the different riles and regulation, such as Data Protection Act 2018. 
Legal factor: There are different rules and regulations, which are required to be followed by retail business in the industry. The sector wide regulatory levies and also potential business rates reforms raise the concern regarding the non-commodity cost of operating. Tesco must pass or observe through the cost selectively, they are using a publicly modelled, this influences the business for pursuing a cost saving strategy for protecting the price positioning (Boyle, Dye and Seal, 2025). The organisation is also strictly following Price Marketing Order 2004 for ensuring proper pricing on the product and services provided by the brand (Lever et al., 2025).  
Environmental factor: People in the UK are highly consistent about their environment and they are preferring those organisations that are adopting sustainable practices. Tesco organisation has published their sustainability commitment and also investment into renewables help in brand resilience and also cost control on the long-term. They are also aiming for carbon neutrality by the end of 2035 (Jones, 2025). 
[bookmark: _heading=h.l5077kczpjac]
[bookmark: _heading=h.8t5pllq831aq]Critical analysis and evaluation 
In the above PESTLE analysis, it has highlighted that Tesco operates in a highly dynamic external environment where the different factors significantly shaped the strategic direction and decision of the business. As per the Resource-based view (RBV), Tesco’s scale and a customer data ecosystem, it provides for competitive advantages, but these resources are under the constant pressure from the external shocks (Dzandu, Hatsu and De Cesare, 2025). For example, post-Brexit trade complexities and the labour policy reforms have raised costs across the supply chain and compressed the sector margin. Tesco have mitigated these issues by cost reduction programmes and a price competitiveness demonstrating the cost leadership strategy, yet this has also risked the profitability of the business. Further, economic factors also have some major influence, customer behaviour reflects increasing price sensitivity with much more value driven choices dominating. 
This also compels Tesco for increased promotional intensity, which has improved loyalty but eroded the profit margins. As per the point of view of Customer Behaviour Theory, the value of a conscious shopper’s phenomenon indicating Tesco must need to properly balance value with the quality for avoiding decrease in shares (Bücker et al., 2025). Customers in the UK are also highly health conscious, which properly align with Tesco expansion on the health-focused product range. They have been using differentiating strategies which have a positive influence on the satisfaction level of customers.  Further, technological advancement has also enabled businesses to expand more and reach to the larger customer base. Similarly, the legal and environmental factors require proactive governance. Tesco has made some sustainable commitments, such as achieving carbon neutrality by the end of 2035 (Jones, 2025).



[bookmark: _heading=h.gjl0g2i9fdya]Conclusion 
This above analysis has revealed that there are different factors which influence the Tesco decision making. This organisation operates in the significant cost pressure from the different factors such as Brexit policies, regulatory compliance, infection in the dynamics and also sustainability commitment. To remain competitive in the market, reconnect to improve their digital capabilities and increase their value ranges, which can help in attracting more customers to the organisation. The strength of the organisation lies on their data driven information and their growth opportunities. Overall, it has been found that situational analysis is significant for the strategic planning because it enables businesses like the Tesco organisation to anticipate the external shifts and exploit the market opportunities. 
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