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ABSTRACT
Michael E Porter used four supporting activities and five primary activities to develop a value chain model for manufacturing sectors (S G, Subbaiah and Rao, 2015). This model can be applied to several organisations, be it product, market or service rendering organisation. In this essay, a value chain analysis will be conducted on a supermarket giant in the United Kingdom, Tesco. Further consideration would be given to their current strategic position, their influencing force in the current competition they are in, drivers of change, barriers to implementing change and develop a strategy that encourage innovation for change. 


INTRODUCTION
Value chain may be defined as “a chain of value-added activities a product pass through in a chain, gaining value at each stage” (Michael E Porter, 1985). The value chain describes a range of processes and activities that are necessary to take a product or service through its life from its conception, production, quality control, marketing, delivery to the consumer to its end of product life including disposal. Porter’s value chain was a general-purpose concept which can be used to monitor all aspects of an organisation’s activities to ascertain their connection to determine costs and profits. The value chain can be a very useful tool to point out areas to improve on in an organisation. It focuses on systems and how activities are changed to maximise quality output to customers.

Tesco has been major player in the retail industry world wide and is considered the biggest supermarket in the United Kingdom (UK), operating more than 6800 stores worldwide employing 440,000 personnel as at financial year ending 2016/17. Tesco operates over 1,878 stores in the UK with other operational stores in the rest of Europe, United States of America (USA) and Asia, with the offer of a range of offline and online personal financial services in Tesco Bank. Tesco.com is a wholly-owned complete online service, including tescodirect.com and tesco.net which offers customers e-commerce. 

Tesco was started from 1919 by Jack Cohen. Expansion to the suburbs in London was in the 1930s. Tesco holdings were floated on the shares market in 1947 and a first self-service store opened in 1948 in St Albans in Hertfordshire. The 1990s saw Tesco go global with the “every little helps” goal. Tesco.com was lunched in the year 2000 and has grown since with a speculative half a million service to customers weekly. There were stores opening in Japan, Malaysia, India as Star Bazar in alliance with Tata Group, Turkey, China, Poland by acquiring a leading supermarket in Leader Price and converting them to 220 stores, United States of America (USA) as Fresh and Easy, operating about 200 stores. The following decade, 2010s has seen Tesco transformed to the modern Tesco seen now operating various ventures worldwide (Tescoplc.com, 2018)

STRATEGIC POSITION (TESCO)

“Strategy is the long-term direction of an organisation” (Gerry Johnson, et al, 2014). Strategy may also be defined as determining the long-term goal and objective of an organisation and adopting a course of action to allocate resources to carry out the goal. (Alfred D. Chandler, 1963). 

Tesco has adopted a Six Strategic Drivers module which has been a main driving force in their operations in the UK and other parts of the world within their various operations. These are
· Creating a long-term value for stakeholders in their business by ensuring a strong and unique brand. The company has made it a goal to serve shoppers and customers better every day to promote their brand. They have continued to build trust in their customers have seen an improvement by acting on customer recommendations for their brand. “Food quality is a very powerful driver of supermarket choice, so strengthening customer perceptions of our food is a priority” (Tescoplc.com, 2018). Emphasis has also been placed on reducing food and plastic waste.
· Reduce operating costs by simplifying their business. They aim to review every aspect of their operations to identify opportunities for savings, be it from their store operating models, distribution or general logistic operations. Tesco also adopted a simplified shopping experience for their customers, “for example by increasing availability of our Scan-As-You-Shop self-scan handsets – now in over 500 UK stores and beginning to roll out in Central Europe – and making till receipts optional in our smaller stores, which has generated savings of around £3m”. (Tescoplc.com, 2018)
· Generate cash from operations by adopting an improved profitability and a strong working capital management.
· Maximise the mix to achieve a 3.5% - 4.0% margin ambition by their 2019/20 financial year, by continuing to build sustainable profitability across their businesses.
· Maximise value from property by releasing value within their existing freehold assets and re-investing into expansion of other properties.
· Innovation by listening to their customers’ needs and responding to them with innovative ideas across every aspect of their offer. They aim to respond to changing trends such as introducing vegan and vegetarian ready meals on their shelves to respond to the increase in their demand. They have also added offers such as home delivery of groceries with a class leading app that can deliver within an hour of placing an order which is very convenient for customers.


The above strategic plan by Tesco, contain some short to medium term plans. However, the combined outcome is their long-term strategy. Tesco have their customers as their priority hence their statement “to protect our customers and hold back the inflationary pressure we were seeing in the rest of the UK market” (Tescoplc.com, 2018) which they intend to use to drive their decision making towards providing customer satisfaction.

VALUE CREATION/COMPETITIVE ADVANTAGE
[bookmark: _GoBack]Value creation may be a combination of providing a competitive price, product and service to customers by an organisation over and above their competitors’ offerings. Value is derived from how much more customers are willing to pay above the offering of the organisation. Competitive advantage however, is the value perception of the customers of an organisation over their competitors.it grows out of the value offer a firm creates for its customers that exceeds to cost of creating it (Michael E. Porter, 1985). Organisations should combine their resources and competences to produce a competitive advantage (Johnson et al., n.d.).

Organisations’ offering creates value for their customers and the society to the extent that they are willing to offer money in exchange for those offerings (Kaleka and Morgan, 2017)

For Tesco to create value for their customers and maintain their competitive advantage, the has strategized with the following measures:
· They have set out to make their workforce appreciate them more by increasing their hourly remuneration to their staff by up to 10%.
· They run a continued apprenticeship programme in the UK with a career academy in Thailand to bring out prospective employees in their company DNA.
· They have created a controlled closed group for their agricultural produce following a successful Dairy Group where payment was above the average paid by their competitors to these suppliers.
· For the communities they operate in to continue to be loyal to them, they Promote cultural integration with an example of the introduction of the section for foods from the ethnic minorities being available to buy from their local Tesco shops.
· Tesco has provided the convenience of operating the Tesco Express shops which opens like the organic convenience store the with the same added quality as the main supermarkets.
· In addition to the express shops, they have ventured into the e-commerce which has been the main threat to a supermarket and provides a class leading service. 
Taking into consideration what measures Tesco, as a company is taking to maintain their advantage, a PESTLE analysis can be attributed to all the above.

Politically, they are adhering to government policies on remuneration in their areas of operation by paying the minimum wage required to be paid. They are further paying an extra 10% to their employees which adds value for their stakeholder in their staff.

Economically, they are providing employment to the local population and reducing unemployment. The more people are in work, the more people buy from their shops to provide them with their working capital. They also provide financial services in Tesco Bank which provides credit facilities.

In terms of Socio-Cultural, they are integrating culture by selling exotic products from their shops. This again provides them with a competitive edge of competitors.

Technologically, they have ventured into e-commerce with their Tesco Now App. In addition to online shops, they were the first shops to provide a self-service dating back to 1948 in their history as above in the introduction to this essay. They have continued to provide innovation from their onset with own brands and modified them until a class leading Scan-As-You-Shop systems seen in their shops now.

Legally, Tesco has a legal obligation to protect the environment, pay the minimum wage, etc. They are currently a main driving force in reducing food waste by encouraging their suppliers to targets. 

Environmentally friendly Tesco, in the past financial year distributed 19 million meals from their surpluses thereby reducing waste. Their home delivery service has reduced so many car trips to their shops to a driver in a location to supply several households at a time reducing carbon emissions from the journeys.
[image: ]

Figure 1. The Five Competitive Forces that Determine Industry Profitability (Michael E. Porter 1985)

Figure 1 above, talks about the core concepts of creating a competitive advantage over Competitors in a market. Tecso, as an organisation has made considerations to find solutions to counter all threats as described above. They have invested heavily in the substitute market of online shops which is their major threat and are now major players in that segment of the retail trade industry. Suppliers have been duly rewarded to keep them on board with their concepts as described above. With reference to the introduction to this essay, Tesco has evolved through out their history from 1919 till date.


FACTORS DRIVING CHANGE

Competition can make a or break a firm. In other words, “competition is at the core of the success or failure of a firm” (Michael E. Porter, 1985). For organisations or firms to remain competitive, there is always going to be the tendency for changes to occur. Some of the reasons these changes are required are as below.
· Political atmosphere of the economies that companies operate within. An unstable political atmosphere creates uncertainty in the market. The current political storm affecting Tesco as an organisation is Brexit. This has created an atmosphere where investors might be reluctant to invest further into European economies with the uncertainty of the aftermath of Brexit with reference to Customs controls.
· Technological advances bring a whole new dimension to every organisation’s strategy.   A competitor investing in an innovative technological idea draws customers to them. Tesco starting a self-service help desk and shop as you scan brought about the convenience of shopping experiences for customers. Asda, one of the main competitors of Tesco followed suite as customers wanted the convenience of getting what they need as soon as possible and checking themselves out. Tesco Now app promises to deliver within an hour of placing an order. This has drawn several customers to them, be it out of necessity or convenience.
· Cost Savings also has been major driver of change. “Superior value stems from offering lower prices than competitors for equivalent benefits” (Michael E Porter, 1985). For an organisation to be able to gain such value, cost saving measures must be considered which will bring about changes in strategy, technology, manpower, infrastructure, etc to save on cost. 
· Economic situation of the country in which an organisation operates affects the rate at which changes are required to be made. If there is a significant increase in the incomes of other competitors’ workforce, an expectation would generally be created of an increase in the spending habits of customers. This would call for organisations to increase their output. Increasing output would have a knock-on effect on manpower requirements which in turn increases operational costs. The same could be said of a downturn of the economy which will cause changes.

EFFECTING CHANGE
Effecting change in any setting may be deemed as a challenging task. Lewin’s basic change model of Unfreezing, Changing and Refreezing can provide a theoretical foundation on which changes could be executed successfully. Changes are not made for the sake of change. They are carried out for improvement and or survival (De Geus, 1999). Below is a description of Lewin’s Change model.

· Unfreezing as a concept is described as a situation to counter the human reactions that occur when a change is enacted. The observation that the stability of human behaviour is based on “quasi-stationary equilibria” supported by a large force field of driving and restraining forces that tend to react to adding a driving force toward change to maintain the equilibrium (Schein, 1996) is not easy to comprehend with. Restraining forces such as anxiety about the changing effects, lack of general interest in change, different personal ambitions of staff and board, pessimism, etc all need to be dealt with at this stage of effecting change. Unfreezing creates an avenue to learn to change but does not always predict the direction of learning (Schein, 1996). An unfrozen individual is usually able to see something from a new perspective and thus will be able to adopt to change.
· After unfreezing the next step is the change that requires to be made. Changing needs to be systematic and calculated. This is the stage where the main tests to new ideas and or strategies would be placed in the processes of the organisation. This stage might involve trial-and-error to find a balance for the change to be effective. Information delivered must be clear enough to be understood. 
· Refreezing is where the change that has occurred is put into practice. The main point to consider when refreezing is that new behaviour must be in harmony with the rest of the behaviour and culture of the organisation or it will simply set off new rounds of misrepresentation of the true motive that often lead to unlearning the very thing one has learnt (Schein, 1996). It is important to note that, knowledge gained during the process will not be the same as the skills that are learned in producing the change.

BARRIERS TO CHANGE
People will always provide some sort of resistance to change. The following are a few of the barriers to change.
· Anxiety about the results of the change. Speculative messages would cause anxiety among employees which would in turn cause them to try to reject the changes.
· Lack of general interest in change is another part of human nature. Once a person gets used to a situation they tend not to like changing it unless they are being directly affected. They would however, resist change.
· Personal ambitions of board members and staff in general would make them not want to adopt change in any organisation. They tend to consider their personal goals before considering the wider spectrum of the business.
· Pessimism which causes staff and employees in an organisation to anticipate the negative impacts of the change instead of the positives would mostly cause them to be reluctant to accept change.

CONCLUSION
For organisations to be profitable and hold a competitive advantage in any market they operate in, there is a perception of having an impenetrable strategy. One that Tesco clearly possesses, which is making them one of the Biggest players in the retail trade in the UK and the World with their affiliated companies. They have their customers’ satisfaction as their one of their main goals. This guarantees them a clear advantage. They also have strategies to win and keep suppliers with them by giving them exclusive avenues for them to sell their produce. Their staff are well motivated with market leading remuneration packages (Tescoplc.com)   

Summary
To summarize, there has been considerations to the strategic position of one of the largest players in the supermarket industry in the UK. Their history tells about how they have improved and made changes to their company’s operations as well as infrastructure to maintain their competitive advantage. A PESTEL analyses of their operational activities was made with to confirm how they are making an impact in their sector. They have made changes to their approach to business and was able to pay dividends to their shareholders for the first time in three years (Tescoplc.com).
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