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Executive Summary – Tesco PLC
This report evaluates Tesco's financial position and the strategies that support its continued growth, profitability, and long-term sustainability. As one of the largest retail organisations in the United Kingdom, Tesco operates in a highly competitive market where effective financial planning is essential for maintaining market leadership and delivering value to shareholders (Tesco PLC, 2025).
The report highlights the importance of key financial strategies, including revenue growth, cost management, investment, and financing decisions. Revenue growth strategies, such as expanding online retail services and strengthening customer loyalty programmes, contribute to increased sales and higher profitability. Cost management initiatives help Tesco improve operational efficiency and control expenses, resulting in stronger profit margins and improved financial performance (Brigham and Ehrhardt, 2021). Furthermore, strategic investments in technology, digital transformation, and sustainability support long-term growth and enhance Tesco’s competitive advantage (Brealey, Myers and Allen, 2020).
This report will analyse Tesco's major financial statements. The cash flow statement demonstrates the company's ability to generate sufficient cash from operating activities to fund daily operations, future investments, and financial obligations. The income statement provides insights into Tesco's revenue generation and profitability, while EBIT (Earnings Before Interest and Tax) serves as an important measure of operational efficiency and business performance. The balance sheet offers a summary of Tesco's assets, liabilities, and shareholders' equity, reflecting the overall financial strength and stability of the company (Atrill and McLaney, 2022).
Key findings indicate that maintaining positive cash flows, improving operational efficiency, managing debt levels effectively, and continuing strategic investments are critical to Tesco's future success. Strong financial management enables the company to respond to changing consumer demands, economic uncertainties, and competitive pressures while supporting sustainable growth and profitability (Ross, Westerfield and Jordan, 2022).
In general, this financial plan concludes that effective financial strategies and sound financial management practices are essential for Tesco to maintain its market position, enhance shareholder value, and achieve its long-term strategic objectives. By continuing to focus on revenue growth, cost control, investment in innovation, and financial stability, Tesco is well-positioned to sustain its competitive advantage and financial performance in the retail sector (Brigham and Ehrhardt, 2021; Tesco PLC, 2025).
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Summary of Tesco PLC
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Historical Perspective
Tesco PLC is the UK’s largest retailer and one of the world’s leading multinational supermarket groups. Founded by Jack Cohen in 1919 as a market stall in East London, Tesco introduced its brand name in 1924 and opened its first permanent store in 1929 (Burt & Sparks, 2003). Through acquisitions, self-service retailing, and continuous innovation, Tesco expanded rapidly throughout the twentieth century, becoming a major force in UK retailing (Fernie & Sparks, 2019).
Current Situation
The company diversified beyond grocery retailing into financial services, telecommunications, wholesale operations, and e-commerce, strengthening its market position and revenue streams (Johnson & Turner, 2021). By 2012, Tesco operated in 14 countries and served approximately 50 million customers each week. Following financial and operational challenges, the organisation streamlined its international operations and focused on its core European markets (Jones et al., 2022). Today, Tesco operates across the UK, Ireland, Hungary, Slovakia, and the Czech Republic, providing customers with integrated in-store and online shopping experiences (Tesco PLC, 2024).
Tesco’s Vision, Mission and Purpose
Tesco’s strategy focuses on delivering value, quality, and convenience while maintaining leadership within the grocery sector. Although it does not publish a formal vision statement, its strategic direction reflects customer value creation and sustainable competitiveness (Kotler et al., 2021).
Its mission is to be “Easily the most convenient retailer,” highlighting its commitment to accessible shopping, product availability, efficient online services, and rapid delivery options (David, David & David, 2023). Tesco’s purpose is “Serving our customers, communities and planet a little better every day,” demonstrating its commitment to affordable products, community support, and environmental sustainability (Freeman et al., 2020; Mayer, 2021).
Business Model and Governance
Tesco’s External Auditor is Deloitte, appointed after the Tesco accounting scandal in 2014. Tesco operates a hybrid business model that combines cost leadership with customer-focused differentiation. By leveraging economies of scale, digital technologies, and data analytics, the company delivers competitive pricing, personalised offers through Clubcard, and convenient shopping channels (Porter, 2008; Fernie & Sparks, 2019).
The organisation follows the UK Corporate Governance Code and is governed by a Board of Directors supported by Audit, Remuneration, and Nomination Committees (Tricker, 2019). Its hierarchical structure includes senior management teams responsible for finance, operations, marketing, technology, and human resources, supported by regional and store-level management (Mullins, 2016).
Strategic Objectives and Market Position
Tesco’s key objectives include enhancing customer value, improving product quality, expanding convenience services, increasing market share, achieving sustainability targets, and delivering long-term shareholder returns (Hitt et al., 2017; Johnson & Turner, 2021).
The company remains the UK grocery market leader with approximately 27–28% market share, supported by extensive logistics networks, strong digital capabilities, and customer insights generated through Clubcard data (Kantar, 2025). Recent performance has been strengthened by growth in online shopping, convenience stores, Tesco Finest products, and the Whoosh rapid-delivery service (Tesco Annual Report, 2025).
Competitive Environment
Tesco competes with traditional supermarkets such as Sainsbury’s, Asda, and Morrisons, as well as discount retailers like Aldi and Lidl. It also faces increasing competition from technology-driven online grocery providers such as Amazon Fresh. These competitors create significant pressure on pricing, service quality, and innovation, particularly in digital retailing (Fernie & Sparks, 2019). Despite these challenges, Tesco’s scale, brand strength, and multi-channel strategy continue to provide a significant competitive advantage.






External and Internal Analysis 
External Audit
An external audit is an examination of a company's financial statements by an external auditing firm to determine whether the accounts present a true and fair view of the organisation's financial performance and position. External audits enhance transparency, accountability, and stakeholder confidence while ensuring compliance with financial reporting standards and corporate governance requirements (Arens et al., 2023).
Tesco’s External Environment 
Tesco’s external environment consists of political, economic, social, technological, legal and environmental factors that influence its strategic decisions and performance. Although these factors are beyond the company’s control, they create opportunities and threats that shape its competitiveness within the retail sector (Johnson, Scholes and Whittington, 2020).
Understanding the external environment enables Tesco to anticipate market changes, manage risks, identify opportunities and sustain competitive advantage. Factors such as inflation, technological advances, sustainability pressures and competition from discount retailers have shaped Tesco’s cost leadership, digital transformation and sustainability strategies (Fernie and Sparks, 2019; Porter, 2008). 
Definition of External Environment.
An external environment refers to all the factors outside the company that influence its operations, performance, and strategic decisions. These factors are largely beyond a company’s direct control and include economic conditions, government policies, competitors, technological developments, social trends, environmental concerns, suppliers, and customers.
Importance to Strategy.
Understanding the external environment is important because it helps Tesco:
· Identify opportunities for growth and expansion.
· Recognise threats that could affect profitability.
· Respond to changing customer needs and market trends.
· Develop competitive strategies.
· Ensure compliance with legal and environmental requirements.
For example, Tesco's strategy is heavily influenced by inflation, competition from Aldi and Lidl, increasing online shopping, and growing demand for sustainable products.

Critical Analysis of Tesco’s Internal Environment: Evaluation Using PESTLE and PORTERS FIVE FORCES and Identification of Key Strategic Issues
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Figure 1: PESTLE Analysis of Tesco
Source: Adapted from Tesco PLC Annual Reports (2025) and academic literature (Fernie & Sparks, 2019; Porter, 2008; Jones et al., 2022).
The PESTLE framework provides a structured lens for evaluating Tesco’s external environment, highlighting how macro‑level forces shape strategic decision‑making. Each dimension, Political, Economic, Social, Technological, Legal, and Environmental, represent a distinct category of influence that collectively defines Tesco’s operational resilience and strategic adaptability.
PESTLE Analysis of Tesco’s External Environment and Key issues emerging
Tesco’s strategic direction is shaped by a complex set of macro‑environmental forces that can be systematically assessed using the PESTLE framework. In the highly competitive UK grocery sector, characterised by thin margins, volatile consumer behaviour, and intense price competition, external pressures exert significant influence on organisational decision‑making (Fernie & Sparks, 2019). This analysis critically evaluates how political, economic, social, technological, legal, and environmental factors generate opportunities and threats for Tesco, and how these forces interact to shape strategic responses.
Political Factors
Political forces remain central to Tesco’s operating environment. UK government policies on food regulation, trade agreements, and labour mobility directly affect supply chain stability and cost structures (Burt & Sparks, 2003). Post‑Brexit adjustments have intensified import friction, increased administrative burdens, and constrained labour availability, particularly in logistics and agriculture.
Key issues emerging: Regulatory uncertainty and trade friction elevate operating costs and reduce supply chain flexibility.
Economic Factors
Economic conditions represent the most significant external pressure on Tesco. Inflation, rising energy costs, and supply chain disruptions have intensified cost pressures across the sector. The Competition and Markets Authority reports that UK supermarkets have been unable to fully pass rising costs onto consumers, resulting in historically low margins (CMA, 2023). Tesco’s strategic emphasis on cost leadership, including initiatives such as “Aldi Price Match”, reflects a defensive response to discount retailer competition (Porter, 2008). While effective for retaining price‑sensitive consumers, this strategy compresses margins and restricts investment capacity.
Critical Insight: Tesco faces a structural tension between maintaining affordability and funding long‑term innovation.
Key issues emerging: Pressure to sustain low prices while protecting profitability.
Technological Factors
Technological innovation is both an opportunity and a strategic burden. Tesco has invested heavily in digital transformation, including AI‑enabled logistics, automated inventory systems, and omnichannel retailing (Johnson & Turner, 2021). Research shows that such technologies reduce transaction costs and enhance supply chain responsiveness (Christopher, 2016), although technological upgrades require substantial capital expenditure, intensifying short‑term financial pressure. In addition, digital innovation does not eliminate the structural challenge of low margins; instead, it shifts competitive advantage toward efficiency and service quality.
Key issues emerging: Continuous technological investment is essential to remain competitive in digital retailing.
Legal and Regulatory Factors
Legal pressures have profoundly shaped Tesco’s governance strategy. The 2014 accounting scandal, where profits were overstated by £250 million, exposed weaknesses in internal controls and triggered investigations by the Serious Fraud Office (SFO, 2017). This event forced Tesco to strengthen auditing processes, enhance transparency, and reinforce governance structures (Tricker, 2019). From an agency theory perspective, the scandal highlighted misalignment between managerial incentives and shareholder interests (Mallin, 2016). Although reforms improved compliance, reputational damage can persist, influencing investor confidence and stakeholder trust.
Key issues emerging: Regulatory compliance is essential, but reputational recovery remains a long‑term challenge.
Social Factors
Social trends, particularly shifting consumer behaviour, have reshaped Tesco’s strategic priorities. The cost‑of‑living crisis has increased price sensitivity, prompting consumers to switch retailers for better value (CMA, 2023). Tesco has responded by expanding private‑label ranges, intensifying promotions, and strengthening loyalty schemes such as Clubcard bonuses. Lifestyle changes have also accelerated demand for convenience and online shopping. Tesco’s investment in rapid delivery services and e‑commerce reflects broader societal shifts toward convenience‑driven consumption (Mullins, 2016).
Critical Insight: Tesco’s social‑driven adaptations reinforce margin pressure and limit differentiation opportunities.
Key issue emerging: Need to continually adapt product and service offerings to evolving consumer preferences.
Environmental Factors
Environmental pressures increasingly shape Tesco’s long‑term strategy. The grocery sector’s operational complexity, perishability, temperature‑controlled logistics, and regulatory standards creates high fixed costs (Jones et al., 2022). Tesco has invested in automation, energy‑efficient logistics, and waste‑reduction initiatives to improve sustainability performance. Nevertheless, sustainability investments often conflict with cost‑efficiency goals, creating strategic trade‑offs. Retailers must balance environmental responsibility with financial viability, particularly in a low‑margin sector.
Key issue emerging: Balancing sustainability commitments with operational cost efficiency.
Critical Evaluation
The PESTLE analysis reveals that Tesco’s strategy is predominantly reactive, shaped by external pressures rather than internal ambition. Economic constraints drive cost‑focused strategies; technological and social forces push innovation; legal factors reinforce governance; and environmental expectations demand long‑term sustainability investment.
Tesco faces several strategic tensions:
· Technology improves efficiency but increases short‑term costs.
· Price competition attracts customers but erodes profitability.
· Governance reforms rebuild trust but cannot fully erase reputational damage.
These tensions highlight the complexity of strategic management in grocery retail. Tesco’s long‑term success depends on its ability to balance cost leadership with innovation, sustainability, and customer value.
Conclusion
The PESTLE framework demonstrates that Tesco’s strategic choices are shaped by powerful macro‑environmental forces. Economic pressures have driven cost efficiency; technological advancements have enabled operational improvements; legal factors have reinforced governance; and social trends have shifted Tesco toward value‑based and convenience‑driven strategies. Environmental expectations further complicate operational decision‑making.
Ultimately, Tesco’s strategy reflects continuous adaptation within a structurally constrained sector. Its resilience and strategic flexibility are strengths, but persistent low margins and intense competition remain significant barriers to long‑term growth.























PORTERS FIVE FORCES Analysis of Tesco PLC and Key Issues Emerging
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Fig 2: Porter’s Five Forces Analysis 
1. Competitive Rivalry – High
Competition in the UK grocery sector is intense. Tesco competes with major supermarkets such as Sainsbury’s and Asda, as well as discount retailers Aldi and Lidl, whose low-price strategies have reshaped consumer expectations (Burt & Sparks, 2003). According to the Competition and Markets Authority (CMA), continued price competition has reduced industry profitability and forced retailers to adopt aggressive pricing strategies (CMA, 2023). Tesco’s “Aldi Price Match” initiative illustrates its response to competitive pressure and the need to retain customers in a market with low switching costs.
Key Issue: Maintaining profitability while remaining price competitive.
2. Threat of New Entrants – Moderate to Low
High capital requirements, extensive supply chains, and economies of scale create significant barriers to entry in grocery retailing (Porter, 2008). Tesco benefits from established distribution networks and strong brand recognition, making entry difficult for traditional competitors (MBA Skool, 2024). However, digital retailers such as Amazon Fresh have shown that technology-driven models can bypass some traditional barriers and attract niche customer segments (Fernie & Sparks, 2019).
Key Issue: Online retailers create disruptive competition despite high industry entry barriers.
3. Bargaining Power of Suppliers – Moderate
Tesco’s market size allows it to negotiate favourable purchasing terms and volume discounts (Tesco PLC, 2024). However, supplier power varies. Smaller suppliers often depend heavily on Tesco, whereas global brands such as Unilever and Nestlé retain influence due to their importance to consumers (Johnson & Turner, 2021). Previous controversies involving supplier payments during the 2014 accounting scandal also highlighted the importance of ethical supplier management (Tricker, 2019).
Key Issue: Maintaining strong supplier relationships while achieving cost efficiency.
4. Bargaining Power of Buyers – High
Customers have considerable bargaining power because switching costs are low and alternative retailers are widely available (CMA, 2023). The growth of discount supermarkets has increased price sensitivity, making competitive pricing essential. Tesco’s Clubcard scheme helps address this challenge by offering personalised rewards and incentives designed to improve customer retention (Fernie & Sparks, 2019).
Key Issue: Strong buyer power increases pressure on pricing and margins.
5. Threat of Substitutes – Moderate
Substitutes include convenience stores, local markets, meal-delivery services, and online grocery providers. Although grocery products are necessities, consumers can easily switch retailers based on price or convenience (MBA Skool, 2024). The growth of online shopping and rapid-delivery services has increased substitution threats, requiring Tesco to strengthen differentiation through service quality, convenience, and loyalty programmes.
Key Issue: Sustaining differentiation through convenience, quality, pricing, and loyalty initiatives.
Key Issues Emerging
· Intense competition from discount retailers.
· High buyer power due to low switching costs.
· Pressure to maintain low prices and profit margins.
· Increasing competition from online retailers and alternative food channels.
· Rising supply-chain and operational costs.
Critical Synthesis
Combining Porter’s Five Forces with SWOT and PESTLE analysis shows that Tesco’s challenges are deeply rooted in the structure of the grocery industry. SWOT identifies internal weaknesses such as cost pressures and reputational concerns, while PESTLE highlights broader influences including economic uncertainty, technological change, and regulation.
Porter’s model suggests that competitive rivalry and buyer power are the most significant pressures facing Tesco. These forces restrict differentiation opportunities and reinforce the need for cost leadership, operational efficiency, and digital innovation (Christopher, 2016). Tesco’s focus on the UK market, investment in automation and analytics, and governance improvements are strategic responses to these pressures (Johnson & Turner, 2021).
Despite these initiatives, Tesco remains constrained by the sector’s low margins, intense competition, and limited product differentiation. While technologies and omnichannel services improve customer experience and efficiency, they do not remove the fundamental competitive pressures identified by Porter’s framework.
Conclusion
Tesco operates in a highly competitive industry characterised by strong rivalry, powerful buyers, and increasing substitution threats. Porter’s Five Forces analysis shows that these factors continue to pressure pricing, profitability, and strategic flexibility. Although Tesco has responded through innovation, governance reforms, and customer-focused strategies, long-term success depends on maintaining cost leadership while using digital capabilities and customer loyalty to reduce external pressures.



Internal Audit
Tesco’s internal audit function, known as Group Audit and Advisory (GAA), is an independent assurance and consulting activity that supports the Board and Audit Committee. Its purpose is to evaluate and improve the effectiveness of risk management, internal controls, and governance processes.
Definition of the Internal Environment
The internal environment consists of the resources, capabilities, processes, and organisational characteristics that influence a company’s ability to compete effectively. It includes tangible assets such as finance, technology, and infrastructure, alongside intangible assets such as brand reputation, organisational culture, and knowledge. Leadership, innovation, and operational efficiency are also key components (Barney, 1991; Grant, 2019).
Importance to Strategy
Understanding the internal environment is essential because it determines what a firm can realistically achieve, how it can respond to external pressures, and where it can build long‑term competitive advantage. The internal environment is a critical determinant of strategic success. It shapes competitive advantage, guides strategic alignment, informs investment decisions, and supports organisational learning. For firms like Tesco, understanding internal strengths and weaknesses is essential for navigating external pressures such as intense competition, technological disruption, and evolving consumer behaviour.










Critical Analysis of Tesco’s Internal Environment: Evaluation Using VRIO and SWOT Frameworks and Identification of Key Strategic Issues
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Figure 3: 
VRIO Framework
The VRIO framework is a strategic management tool that evaluates an organisation’s internal resources and capabilities to determine whether they can create a sustained competitive advantage. Developed by Barney (1991), it assesses resources based on four criteria: Value, Rarity, Inimitability, and Organisation.
· Valuable: Resources should help the organisation exploit opportunities or reduce threats, improving efficiency and effectiveness (Barney, 1991).
· Rare: Competitive advantage is strengthened when resources are unique and not widely available to competitors (Grant, 2019).
· Inimitable: Resources that are difficult to copy because of history, complexity, or unique organisational characteristics can provide long-term advantages (Peteraf, 1993).
· Organised: Firms must have suitable structures and systems in place to fully utilise their resources (Barney & Hesterly, 2015).
For Tesco PLC, the VRIO framework highlights key competencies such as its strong brand reputation, efficient supply chain, and customer data analytics. These resources are valuable, relatively rare in the UK retail market, difficult to imitate, and supported by effective organisational systems, enabling sustained competitive advantage (Johnson & Turner, 2021).

SWOT Analysis
Strengths
· Market leadership: Tesco holds the largest share of the UK grocery market, providing economies of scale, stronger purchasing power, and greater brand visibility (Kantar, 2025; Burt & Sparks, 2003).
· Advanced supply chain: Technology-enabled logistics systems improve efficiency, reduce costs, and support Tesco’s cost-leadership strategy (Christopher, 2016).
· Clubcard data analytics: The loyalty programme generates valuable customer insights, enabling personalised promotions and pricing strategies (Johnson & Turner, 2021).
· Strong brand reputation: Established customer trust supports loyalty and diversification into areas such as banking, mobile services, and online retail (Fernie & Sparks, 2019).
· Omnichannel integration: The combination of stores, e-commerce platforms, and rapid delivery services enhances convenience and customer experience.
Weaknesses
· Low profit margins: The grocery sector’s low-margin nature limits Tesco’s capacity for major investments in innovation and strategic development (CMA, 2023).
· Intense price competition: Competition from discount retailers such as Aldi and Lidl forces ongoing price reductions, putting pressure on profitability (Porter, 2008).
· Past governance issues: The 2014 accounting scandal continues to influence stakeholder perceptions and highlights weaknesses in internal controls (Tricker, 2019).
· Dependence on the UK market: Following international market withdrawals, Tesco is increasingly exposed to UK economic conditions (Tesco PLC, 2024).
· Rising operating costs: Increasing labour, energy, and supply-chain expenses challenge Tesco’s ability to maintain low prices while preserving profit margins (Jones et al., 2022).










The Strategic Relationship Between External and Internal Environments
	External Issue
	Internal Strength
	Strategic Relationship

	Intense competition from Aldi, Lidl, Sainsbury’s and Asda
	Strong brand reputation and Clubcard loyalty programme
	Tesco uses brand loyalty and personalised rewards to retain customers despite competitive pressure. 12

	Increasing price sensitivity due to inflation and cost-of-living pressures
	Efficient supply chain and large-scale operations
	Tesco can negotiate better supplier prices and offer competitive pricing strategies such as Clubcard Prices and Low Everyday Prices. 1

	Growth of online shopping and digital retailing
	Strong digital capabilities, app, and home delivery services
	Tesco can exploit technological changes and meet customer demand for convenience. 1















Comprehensive and holistic view of Tesco PLC
Strategy Formulation
Definition of Strategy Formulation
Strategy formulation extends beyond the simple planning of future activities; it is a strategic decision-making process through which organisations evaluate their competitive position, align internal capabilities with external market conditions, and determine the most effective means of creating and sustaining value. By critically assessing organisational strengths and weaknesses alongside environmental opportunities and threats, managers can identify strategic options that not only support long-term objectives but also enhance adaptability and resilience in increasingly dynamic and competitive business environments (Johnson, Scholes and Whittington, 2020; Barney and Hesterly, 2015)
Identification of Key Strategy Formulation Approaches
Cost Leadership Strategy
A key strategy for Tesco is cost leadership, which focuses on achieving operational efficiency and maintaining competitive prices. In a market characterised by intense rivalry and price-sensitive consumers, Tesco can strengthen its position through supply-chain optimisation, economies of scale, automation, and procurement efficiencies (Porter, 2008; Christopher, 2016). This strategy helps Tesco compete effectively against discount retailers such as Aldi and Lidl while protecting market share.
Digital Expansion and Omnichannel Growth
Tesco should continue pursuing digital expansion and omnichannel growth by enhancing online shopping platforms, rapid delivery services, and personalised marketing through Clubcard data analytics. Integrating physical stores with digital channels improves customer convenience and strengthens customer retention. Growing online demand and technological advancements make digital transformation a critical strategic priority for sustaining competitive advantage (Johnson & Turner, 2021). 
Sustainability and ESG Leadership
Another important strategy is sustainability and ESG (Environmental, Social and Governance) leadership. Tesco can create long-term value by reducing carbon emissions, improving energy efficiency, minimising food waste, and promoting responsible sourcing. Sustainable business practices enhance corporate reputation, strengthen stakeholder relationships, and support long-term profitability while meeting increasing regulatory and consumer expectations (Jones et al., 2022).
Strategic Focus
Together, these strategies enable Tesco to balance cost efficiency, customer value, innovation, and sustainability, supporting long-term growth and competitive advantage in the UK retail market (Barney, 1991; Grant, 2019).










Recommended Ansoff Matrix Strategy
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Ansoff’s Matrix 
The Ansoff Matrix - Theory and Methodology The Ansoff Matrix, created by the American planning expert Igor Ansoff, is a strategic planning tool that links an organisation's marketing strategy with its general strategic direction. It presents four alternative growth strategies in the form of a 2x2 table or matrix. One dimension of the matrix consider ”product” (existing and new) and the other dimension consider ”markets” (existing and new).

Ansoff’s Matrix for Tesco PLC

	Ansoff Strategy
	Description
	Tesco Example 
	

	Market Penetration
	Increase sales of existing products in existing markets.
	Clubcard Prices, Aldi Price Match, Tesco Whoosh rapid delivery, personalised promotions, and loyalty schemes to increase customer retention and market share in the UK grocery market. Low level risk.
	

	Product Development
	Introduce new products to existing customers.
	
Expansion of Tesco Finest products, healthy food ranges, plant-based products, digital shopping innovations, Scan as You Shop technology, and online grocery services. Medium level risk.
	

	Market Development
	Sell existing products in new markets or segments.
	
Expand online grocery services to new customer groups, convenience shoppers through Tesco Whoosh, and growth into underserved geographic regions and customer segments. Medium level risk.
	

	Diversification
	Develop new products for new markets.
	
Tesco has historically diversified through financial services (Tesco Bank), telecommunications (Tesco Mobile), and non-food retailing. However, the company has recently reduced diversification and focused more on its core retail business. High level risk.
	





Strategy Implementation
Corporate Social Responsibility (CSR)
Definition of CSR

According to Jones, Comfort and Hillier (2022), CSR in food retailing extends beyond legal compliance and involves creating social, environmental, and economic value for a wide range of stakeholders.
























Recommendations
Carroll's CSR Framework
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Tesco's CSR Activities

Tesco should continue investing in digital innovation, market penetration, product development, and sustainability to strengthen its competitive position. Its CSR strategy, based on Carroll's Pyramid, should remain focused on economic, legal, ethical, and philanthropic responsibilities, enhancing stakeholder trust and long-term sustainability. Although CSR requires investment, it improves customer loyalty, corporate reputation, and competitive advantage.


Critical Evaluation of Tesco's CSR Strategy

The recommended strategy also meets the SAFe criteria. It is suitable because it addresses competitive, technological, and sustainability challenges identified through the PESTLE, SWOT, Porter's Five Forces, and VRIO analyses. It is acceptable as it delivers value to shareholders, customers, employees, and communities. It is feasible because Tesco has the financial resources, technological capabilities, and operational expertise needed to implement the strategy successfully. Strategic planning provides a structured process for guiding organisational decision-making, allocating resources, and coordinating activities to achieve long-term objectives. It enables organisations to align their mission, vision, and strategic priorities with operational activities while adapting to changes in the external environment. For Tesco, strategic planning supports sustainable growth by integrating key strategic priorities, including digital transformation, cost leadership, customer value, and sustainability, into day-to-day operations (Harb et al., 2026).
Definition of Strategy Implementation
According to Johnson, Scholes and Whittington (2020), strategy implementation focuses on how strategic plans are put into practice through effective management of organisational structure, resources, systems, culture, and change processes. Similarly, Wheelen et al. (2018) define strategy implementation as the process by which strategies and policies are transformed into actions through programmes, budgets, and procedures.
Key strategies implementation processes
Strategy implementation involves converting strategic plans into operational actions that enable an organisation to achieve its objectives. The following processes are considered critical for successful implementation (Johnson, Scholes and Whittington, 2020).

Implementation of Strategic Initiatives 
1. Resource Allocation 
Resources should be allocated efficiently to support strategic priorities. For Tesco, this includes investment in digital technology, supply chain automation, sustainability, and employee development.
2. Organisational Structure
The organisational structure should support the chosen strategy through clear reporting lines, coordination, and communication, enabling departments to achieve shared objectives.
3. Leadership and Strategic Direction
Effective leadership ensures strategic goals are communicated, employees remain committed, and organisational change is successfully managed.
4. Change Management
Successful implementation requires managing change through employee engagement, training, and support to minimise resistance and ensure smooth transitions.
5. Policy and Procedure Development
Policies and procedures should support strategic objectives by promoting consistency, accountability, quality, and regulatory compliance.
6. Communication and Employee Engagement
Clear communication helps employees understand strategic objectives and their roles, increasing engagement and reducing uncertainty.
7. Performance Measurement and Control
Implementation should be monitored using KPIs, the Balanced Scorecard, financial measures, customer satisfaction, and operational targets to identify and address performance gaps.
8. Strategic Alignment
All departments, processes, and employees should align with strategic objectives to ensure resources and activities contribute to organisational goals.

Recommended Strategies for Tesco Using Ansoff’s Matrix
1. Market Penetration Strategy (Recommended Primary Strategy)
Market penetration is the most suitable strategy for Tesco because it focuses on increasing sales of existing products within existing markets. Tesco should strengthen its competitive position in the UK grocery market by expanding its Clubcard loyalty programme, increasing personalised promotions, enhancing the Aldi Price Match initiative, and further developing Tesco Whoosh rapid delivery services. These initiatives can improve customer retention, encourage repeat purchases, and increase market share in a highly competitive retail environment. Tesco has already experienced success through customer loyalty programmes and digital promotions, making this a relatively low-risk growth strategy. 
2. Product Development Strategy
Tesco should pursue product development by introducing new products and services to its existing customer base. This includes expanding Tesco Finest products, healthy food ranges, plant-based alternatives, and environmentally sustainable products. Furthermore, Tesco can continue investing in digital innovations such as Scan as You Shop technology, enhanced online grocery platforms, and personalised shopping experiences. These developments will help Tesco respond to changing consumer preferences while differentiating itself from competitors. 
3. Market Development Strategy
Market development offers Tesco opportunities to reach new customer segments while using its existing products and services. Tesco can expand its online grocery services to underserved geographic locations, rural communities, and convenience-focused consumers. The continued growth of Tesco Whoosh and other digital shopping platforms can help attract customers who increasingly prefer online and rapid-delivery shopping options. This strategy allows Tesco to generate additional revenue without requiring significant changes to its product portfolio. 
4. Diversification Strategy
Diversification is the highest-risk strategy and should be approached cautiously by Tesco. Historically, Tesco diversified into financial services, telecommunications, and non-food retailing. However, the company has recently shifted its focus towards core retail operations. Rather than entering completely unrelated industries, Tesco could pursue limited diversification through retail-related digital services, sustainability-focused solutions, or technology-driven innovations that complement its existing business model.

Process Reengineering to Achieve Organisational Objectives
To achieve its strategic objectives, Tesco should re-engineer several operational processes. Supply chain and distribution systems require continued automation, artificial intelligence (AI)-enabled inventory management, and advanced logistics planning to reduce costs and improve product availability (Christopher, 2016). Growing demand for online grocery shopping also necessitates greater investment in automated fulfilment centres, dark stores, and rapid-delivery services such as Tesco Whoosh.
Customer data management and loyalty systems should be further integrated to enhance personalisation and strengthen customer relationships. Store operations could be improved through self-service technologies, workforce optimisation, and digital pricing systems, increasing efficiency while maintaining service quality. Additionally, strengthening governance, risk management, supplier oversight, and compliance systems would enhance transparency and stakeholder confidence.
Importance of Evaluation and Control
Evaluation and control are essential to strategic management because they ensure that organisational strategies remain effective, relevant, and aligned with long-term objectives. Through regular monitoring, organisations can identify performance gaps, respond to changing business conditions, and take corrective action when necessary (Johnson, Scholes and Whittington, 2020).
For Tesco, evaluation and control help ensure that strategic priorities such as cost leadership, digital transformation, and sustainability continue to support organisational success. They also strengthen risk management by enabling the company to identify and address challenges such as inflation, cybersecurity threats, supply-chain disruptions, and competitive pressures before they significantly affect performance (Wheelen et al., 2018).
Furthermore, evaluation promotes continuous improvement and organisational learning by providing management with insights into strategic performance. The Balanced Scorecard supports this process by measuring performance across financial and non-financial dimensions (Kaplan and Norton, 1996). Similarly, Total Quality Management (TQM) encourages quality improvement, waste reduction, employee involvement, and customer satisfaction, strengthening long-term competitiveness (Oakland, 2014). Performance management systems further support strategic alignment through KPI monitoring, performance reviews, target setting, and benchmarking, ensuring that both individual and organisational performance contribute to Tesco's strategic objectives (Aguinis, 2019).

Evaluating, Monitoring and Controlling Implemented Strategies
Tesco can utilise a range of methods to evaluate, monitor, and control the implementation of its strategies. Key Performance Indicators (KPIs), such as profitability, market share, inventory turnover, customer satisfaction, and online sales growth, provide measurable evidence of whether strategic objectives are being achieved (Johnson, Scholes and Whittington, 2020). These measures enable management to assess operational effectiveness and identify areas requiring corrective action.
The Balanced Scorecard offers a broader perspective by evaluating performance across both financial and non-financial dimensions, including customer outcomes, internal business processes, and organisational learning (Kaplan and Norton, 1996). Risk analysis further supports strategic control by identifying and managing uncertainties that may affect organisational performance, including inflationary pressures, cybersecurity risks, and supply-chain vulnerabilities (Hill, Schilling and Jones, 2020).
Financial performance measures, including operating profit, revenue growth, return on investment (ROI), cash flow, and budget variance analysis, help evaluate the financial consequences of strategic decisions. In addition, Tesco’s Group Audit and Advisory (GAA) function provides independent assurance regarding governance, compliance, and operational effectiveness. Customer feedback, Clubcard analytics, market research, and competitor benchmarking also contribute valuable insights, enabling Tesco to refine its strategies and support continuous organisational improvement.
Strategic Evaluation and Control Tools
A variety of strategic management tools can be used to strengthen Tesco’s evaluation and control processes. Risk analysis enables the organisation to identify and assess factors that may hinder the achievement of strategic objectives, thereby improving resilience, decision-making quality, and overall preparedness (Hill, Schilling and Jones, 2020). Sensitivity analysis complements this approach by evaluating how changes in key variables, such as inflation rates, sales volumes, operating costs, or customer demand, may influence profitability and strategic performance (Drury, 2018).
Financial Plan
Tesco’s financial plan should support strategic objectives while maintaining profitability and sustainable growth (Drury, 2018). Revenue growth is expected through online expansion, convenience retailing, and customer loyalty programmes, while cost control should focus on supply-chain efficiency, automation, and inventory management to reinforce its cost-leadership strategy.
Effective cash-flow management is essential to fund strategic investments and maintain financial stability. Tesco should improve Earnings Before Interest and Tax (EBIT) through revenue growth, operational efficiency, and cost control. Investment should prioritise digital technologies, supply-chain automation, and sustainability. Financial performance should be monitored using revenue growth, profitability, liquidity, ROI, operating margins, and budget variance analysis (Johnson, Scholes and Whittington, 2020).
Impact of Strategy on Financial Performance
Strategic initiatives influence Tesco’s revenue, profitability, cash flow, and shareholder value. Digital transformation and customer loyalty programmes support revenue growth, while cost-leadership strategies improve profitability through greater efficiency. Although investments in technology and sustainability require significant capital, they enhance long-term competitiveness and financial performance (Johnson, Scholes and Whittington, 2020).
Key Highlights of the Financial Plan
The financial plan aims to strengthen revenue growth, profitability, cash flow, and financial stability. Online expansion, convenience retailing, and loyalty programmes are expected to drive revenue, while efficiency improvements support EBIT growth. Investment in technology and sustainability will strengthen long-term competitiveness. Progress should be monitored using cash flow, profitability, liquidity, ROI, operating margins, and budget variance analysis (Drury, 2018; Johnson, Scholes and Whittington, 2020).

Recommendations
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According to Jones, Comfort and Hillier (2022), CSR in food retailing extends beyond legal compliance and involves creating social, environmental, and economic value for a wide range of stakeholders. Tesco should continue investing in digital innovation, market penetration, product development, and sustainability to strengthen its competitive position. Its CSR strategy, based on Carroll's Pyramid, should remain focused on economic, legal, ethical, and philanthropic responsibilities, enhancing stakeholder trust and long-term sustainability. Although CSR requires investment, it improves customer loyalty, corporate reputation, and competitive advantage. The recommended strategy also meets the SAFe criteria. It is suitable because it addresses competitive, technological, and sustainability challenges identified through the PESTLE, SWOT, Porter's Five Forces, and VRIO analyses. It is acceptable as it delivers value to shareholders, customers, employees, and communities. It is feasible because Tesco has the financial resources, technological capabilities, and operational expertise needed to implement the strategy successfully.
Additional SaFe Conclusion
	SAFe Criterion
	Result

	Suitability
	Highly Suitable

	Acceptability
	Acceptable

	Feasibility
	Highly Feasible



The recommended strategy provides Tesco with a strong foundation for sustainable growth. By integrating market penetration, product development, digital transformation, and sustainability initiatives, Tesco can strengthen its competitive advantage, improve financial performance, and create long-term value for stakeholders while supporting its corporate objectives.

 

Gibbs Reflective Cycle
Description
This report involved analysing Tesco’s external and internal environments and evaluating strategies that could support long-term organisational success. Strategic management tools such as PESTLE, Porter’s Five Forces, SWOT, VRIO, Ansoff’s Matrix, and evaluation and control frameworks were applied to assess Tesco’s competitive position and strategic priorities.
Feelings
Initially, I felt confident in examining Tesco’s strategic environment because the company operates in a well-documented and highly competitive industry. I did find it challenging to critically evaluate the relationship between external pressures, internal capabilities, and strategic decision-making while ensuring my analysis remained evidence-based and kept an academic tone.
Evaluation
A key strength of this report was the integration of multiple strategic frameworks to provide a comprehensive analysis of Tesco’s business environment. The use of evaluation and control tools, including the Balanced Scorecard, risk analysis, and performance management systems, helped demonstrate how Tesco can monitor strategic performance and respond to emerging challenges. However, I recognised the importance of linking strategic recommendations more explicitly to implementation, CSR considerations, and performance measurement.
Analysis
Through completing this report, I developed a better understanding of how organisations use evaluation and control processes to ensure strategies remain effective and aligned with long-term objectives. I learned that strategic success depends not only on planning but also on continuous monitoring, performance measurement, and risk management. Furthermore, I gained a deeper appreciation of how tools such as KPIs, the Balanced Scorecard, and TQM contribute to organisational learning and continuous improvement.
Conclusion
Overall, this report strengthened my knowledge of strategic management and improved my ability to apply theoretical models to a real organisation. It highlighted the importance of critical analysis, evidence-based decision-making, and the relationship between strategy formulation, implementation, evaluation, and control.
Action Plan
In future strategic analyses, I will focus on strengthening the integration between strategic recommendations, CSR evaluation, and implementation frameworks such as SaFe. I will also continue to develop my critical thinking skills by engaging with a wider range of academic sources and applying strategic models in a more analytical and reflective manner.
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