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[bookmark: _Toc237395722]Organisational Context and Industry Overview

[bookmark: _Toc237395723]Tesco: History, Purpose and Business Model

Tesco plc is a British grocery and general-merchandise retailer founded in 1919 by Jack Cohen, who began selling surplus food from a market stall in London’s East End. From these value-focused beginnings, Tesco has grown into the UK’s largest supermarket chain and a major multinational retailer. Its growth has been supported by store expansion, own-brand products, distribution investment, digital retailing and loyalty strategies. Tesco operates a high-volume, customer-centred model across supermarkets, Tesco Express stores, online grocery, wholesale, clothing, general merchandise and mobile services. Buying scale, supplier partnerships, fulfilment networks and Clubcard data enable competitive prices, convenience and personalised promotions (tesco, 2025).

[bookmark: _Toc237395724]Industry, Competitors and Market Position

Tesco operates in the mature, highly competitive UK grocery and general-merchandise sector, characterised by high sales volumes, low margins, rising labour and energy costs, and price-sensitive consumers. Competition increasingly depends on convenience, online delivery, availability, value, loyalty schemes, healthy ranges and environmental credibility. Major rivals include Sainsbury’s, Asda, Morrisons, Aldi, Lidl, Co-op, Waitrose, Marks & Spencer, Ocado and Amazon Fresh (McKevitt, 2025). Aldi and Lidl pose particular pressure through low-cost, limited-assortment models. Nevertheless, Tesco retained market leadership, holding approximately 28.3% of UK grocery sales in July 2025. Its network, brand recognition, buying power, Clubcard programme and omnichannel integration underpin this position (McKevitt, 2025).
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UK grocery market share by retailer, showing Tesco’s leading market position (Source: Created by Learner)


Political Factors

Political and regulatory factors are key drivers of Tesco's costs, supply chain resilience and operating practices. The trading arrangements following Brexit have increased the number of customs procedures, delays and administration for goods from the European Union. The frictions can impact on product availability and procurement expenses, as Tesco has a wide global supplier network. However, increased domestic sourcing and long-term supplier relationships in the UK offer a chance to enhance resilience and the local-value proposition for Tesco (Ward and Coe, 2019).
Cost pressures are also a result of government policy. Business rates in the UK are also being increased for bigger properties from 2026 under the Non-Domestic Rates Act, which could impact Tesco's large supermarkets and distribution centres. Additionally, Tesco has to adhere to the Groceries Supply Code of Practice, which manages fair dealing with suppliers from large grocery retailers. Promotions, product placement and sourcing may need to change as a result of political campaigns on healthy eating, affordability of food prices and environmental targets. Tesco needs to actively involve policy makers and continue to set high standards of compliance to ensure trust is maintained, cost is managed and continues to be market leader (Ward and Coe, 2019).
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Tesco is highly sensitive to economic conditions as grocery retailers have small margins and customers are able to switch to another retailer if prices increase. Grocery inflation in the UK has slowed to 3.0% in the four weeks to 14 June 2026, but consumers are still on their guard with rising food, housing and household costs putting a strain on their disposable income. This leads to value-oriented shopping, buying own-brand products and more shopping with discount stores like Aldi and Lidl. Tesco therefore has the opportunity to tempt and keep customers who are price conscious with the use of Clubcard Prices, price matching, low priced ranges of own brands and targeted promotions.
But inflation also increases Tesco's operating expenses. Increased wages, employer National Insurance contributions, energy costs, transport costs and supplier input costs may all have a negative impact on profitability if Tesco is unable to pass on these increases to the consumer. Despite a slight sales-volume increase, UK retailers are still under significant pressure and competition on costs. So, Tesco need to safeguard their value perception and become more efficient in their supply chain, as well as minimising food waste and managing costs to prevent margin erosion (Dekimpe and Heerde, 2023).
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Tesco's product range, store formats and customer-service strategy are influenced by social trends. UK consumers are increasingly expecting convenience, flexibility and shopping options such as local convenience stores, online shopping, click and collect and quick delivery. This is an opportunity for Tesco to respond to changing lifestyles through their Tesco Express network, their online service and their Whoosh delivery service. Consumers are also more health focused, more interested in food quality, more ethical and more environmentally conscious. Tesco can react by increasing the availability of affordable healthy own-brand products, transparency of nutritional information and sustainable product options (Lee et al., 2021).
But, in a cost-of-living context, customer loyalty is less strong, as many households conduct multiple shopping trips and are able to switch easily between retailers depending on price. So convenience and quality have to be matched with clear value for the customer for Tesco to achieve this. Clubcard is very significant as it can help to drive retention through personalised discounts and cater to individual preferences. Tesco is making greater use of Clubcard data to enhance personalised customer marketing, with the use of AI (Lee et al., 2021).
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Technology is a key opportunity for Tesco as it can enhance customer experience, operational efficiencies and decision making. Tesco offers a seamless omnichannel shopping experience through online grocery services, self-service checkouts, click-and-collect, mobile apps and digital loyalty programs. By using AI and Clubcard data, Tesco can better forecast customer buying habits and create more personalised promotions and cut down on food waste. In 2026, Tesco joined forces with Adobe to enhance its application of AI-powered customer-data analysis and personalised marketing.
Warehouse automation, route optimisation and electronic shelf labels are also examples of how technology helps to control costs. However, there is significant investment required into digital systems, which puts pressure on Tesco's finances; and as data collection increases, Tesco faces cyber security threats, system failure and GDPR related privacy issues. Tesco will need to invest in robust infrastructure, employee training and clear data-governance processes to maintain customer trust (Saghiri et al., 2017).
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The grocery retail sector is energy intensive, with stores, logistics systems and agricultural supply chains all exposed to environmental pressures, which are becoming more important for Tesco. Climate conditions, water scarcity and evolving growing conditions can affect food availability and increase supplier costs. Meanwhile, customers, regulators and investors want supermarkets to cut their carbon footprint, plastic packaging and food waste.
This presents potential for Tesco to enhance their operational efficiency and brand reputation with renewable energy, electric delivery vehicles, sustainable sourcing and waste reduction. Tesco is aiming to be carbon neutral in its own operations by 2035 and net zero in its entire value chain by 2050. It also purchases 100% renewable power and has increased charging stations for electric vehicles throughout its stores. But it is difficult to cut the emissions from the supply chain as many of them are from farm and suppliers that have less direct control over Tesco. In addition, the cost of sustainable investment can also be higher in the short term (Mungkung and Nudchanate, 2023).
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Tesco's activities are subject to a number of strict regulations, such as those relating to food safety, product labelling, consumer protection, employment rights, competition and data protection. It is vital that the product is compliant with food-safety and traceability regulations as a product recall, false labelling or quality issue could tarnish Tesco's reputation and customer trust. Tesco is also subject to the UK General Data Protection Regulation in respect of the collection and use of Clubcard customer data for personalised offers. 
Labour costs can be high throughout Tesco's workforce due to employment law such as health and safety and minimum wage. The Groceries Supply Code of Practice also calls for major retailers to act fairly towards their suppliers and bans specific unfair supply chain practices. Therefore, good legal compliance is a chance to foster stakeholder trust, but lack of compliance may lead to financial fines, reputational loss, and operational disruption (Yu et al., 2022).
[bookmark: _Toc237395730]PESTEL Evaluation

In summary, the greatest potential for Tesco is in leveraging Clubcard data to provide personalised offers, build customer loyalty and meet the customer demand for affordable, convenient, healthy and sustainable food. Tesco has 18 million digital Clubcard users and growing personalised offers show how valuable this capability is to the business. Technology can also enhance forecasting, availability, supply-chain productivity and reduce food-waste. But the biggest risks are high price competition from Aldi and Lidl, inflation and the cost of labour, energy and suppliers, which all squeeze margins. Long-term risks include crop disruption caused by climate change, uncertainty of supply chains, and environmental regulation. Tesco's key business risks are climate change, resilience to supply, inflation and competitor pressure. Hence, the key areas that Tesco should focus on are: personalised value, operational efficiency and resilient sustainable sourcing (Nascimento et al., 2022).
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PESTEL analysis of the external factors affecting Tesco (Source: Created by Learner)


Internal Analysis: VRIO

 Store Network and Distribution Infrastructure
 
The wide and extensive store network and distribution system is a significant strategic asset for Tesco. It has large supermarkets, smaller convenience stores, fulfilment centres and delivery networks throughout the UK, allowing it to offer its customers a wide range of product choice, local convenience and flexible shopping. This resource is useful as it helps Tesco's multichannel business model, such as in-store, click and collect and home delivery. It's not very common, since few other competitors have a similar national network of both large and convenience stores.
The network is also expensive and time consuming to duplicate, since the replication would involve significant property and logistics investments, distribution technology and supplier relationships. Tesco is well structured to take advantage of this capacity in its supply chain processes and with its operational teams. As a result, its network offers a competitive edge that is sustained, through scale, customer convenience and product availability. But the high fixed costs of that kind of big estate can also be a disadvantage for Tesco, making it less flexible than the lower-cost discounters (Hübner, Hense and Dethlefs, 2022).
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Tesco’s Clubcard is an intangible asset, providing customer data that supports personalised discounts, product selection, demand forecasting and efficient promotional spending. UK Clubcard sales penetration reached approximately 84%, demonstrating its importance for engagement and data collection. Although loyalty programmes are common, Tesco’s transaction data, analytical capabilities, customer relationships and integration of Clubcard Prices are difficult to replicate. Tesco exploits this resource through its app, website, pricing policy and marketing campaigns. Consequently, Clubcard can provide a sustained competitive advantage by delivering value to customers. However, its long-term effectiveness depends on maintaining trust through transparent consent, strong cybersecurity and robust data-governance practices (Gauri et al., 2021).

[bookmark: _Toc237395732]Brand, Own-Label Range and Buying Power


Tesco’s brand reputation, own-label portfolio and purchasing power are internal resources. Its brand is associated with product range, accessibility and value, while own-label tiers, including Tesco Finest, serve budgets and support quality, pricing and margins. Tesco’s scale strengthens buying power: it works with over 3,400 UK suppliers and directs 95% of UK product spending to UK-based businesses. However, these resources are only partly rare because Sainsbury’s, Aldi and Lidl also have strong brands and private-label ranges. Tesco’s supplier relationships, specialist buying teams and national distribution network are harder to replicate. Therefore, these assets create a strong, but not sustainable, competitive advantage (ter Braak, Dekimpe and Geyskens, 2013).

Omnichannel Capability and Workforce

Tesco's omnichannel capability is a mix of supermarket, convenience store, online grocery, click and collect and quick delivery, allowing customers to shop via their channel of choice. This is useful as it makes it easier for customers to use the site, helps them to stay loyal to the brand and enables Tesco to cater for various shopping needs – from large weekly grocery shopping to quick top-up shopping. Tesco's online sales rose by 11.2% in 2025/26, while its Whoosh rapid delivery service grew to 70.2% of UK households (Milligan et al., 2025).
But omnichannel retailing is not entirely uncommon, as Sainsbury's, Asda, Ocado and Amazon also have online and delivery services. It is also becoming more replicable, albeit with the need for significant investment to build a national fulfilment and delivery network. Tesco is well set up to take advantage of this capability, with its store estate, delivery network, digital platforms and trained staff. As a result, omnichannel capability offers a short-term competitive edge and is now becoming a competitive must. Ongoing training of staff, especially on digital operations, customer service, and data utilization, is critical to ensure service quality and efficiency (Milligan et al., 2025).

[bookmark: _Toc237395733]VRIO Evaluation: Key Strengths and Weaknesses


VRIO analysis identifies Tesco’s strengths as its store and distribution network, buying scale, brand, Clubcard data and integrated online capability. Clubcard is its strongest source of sustained advantage because customer data, personalised pricing and digital channels are difficult for competitors to reproduce. Tesco confirmed that 100% of active Clubcard customers receive personalised online grocery experiences. However, Tesco has weaknesses. Its store estate and multichannel operations create fixed costs, making it less cost-efficient than Aldi and Lidl. Tesco also relies on the competitive UK grocery market, where margins are low. Digital platforms and customer data expose Tesco to cybersecurity and data-privacy risks (Akter et al., 2016).
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VRIO analysis of Tesco’s strategic resources and capabilities (Source: Created by Learner).


SWOT Analysis: Strengths

Tesco’s key strengths are its UK market share, buying power, trusted brand and network of supermarkets, convenience stores and distribution centres. This scale improves supplier negotiations, product availability and competitive pricing. Tesco’s UK market share rose for a third consecutive year to 28.5% in 2025/26 (Wollenburg et al., 2018). Clubcard is another strength, providing purchase data for personalised offers, customer retention and targeted price investment. Tesco’s omnichannel capability is significant: online grocery sales exceeded £7 billion in 2025/26 and online market share reached 35.7%. Its own-label range, stores, Tesco Express and Whoosh meet needs for value, convenience, quality and speed (Wollenburg et al., 2018).

SWOT Analysis: Weaknesses

Tesco’s high-cost operating model is a major weakness. Its supermarkets, convenience outlets, warehouses, delivery services and workforce create fixed costs. Consequently, Tesco is less cost-efficient than Aldi and Lidl, which operate limited ranges and simpler store formats. Profitability is exposed to rising National Insurance contributions, packaging levies, wages and energy costs, although Tesco’s Save to Invest programme helped offset operating-cost inflation in 2025/26 (Wollenburg et al., 2018). Tesco also depends on the competitive UK grocery market. This limits growth and increases exposure to economic conditions, price-sensitive customers and price wars. Thin margins restrict Tesco’s ability to pass costs to customers (Wollenburg et al., 2018).

SWOT Analysis: Opportunities

Tesco has opportunities to expand through convenience retailing, online grocery and rapid delivery. Its Whoosh service uses Tesco’s store network to meet demand for quick, convenient shopping and compete with Amazon and delivery providers. Tesco can also use Clubcard data and artificial intelligence to create personalised promotions, healthier product recommendations and targeted value offers. Consumer interest in nutrition, ethical sourcing and responsibility creates opportunities to expand affordable healthy and sustainable own-label ranges. Furthermore, energy efficiency, food-waste reduction, electric delivery vehicles and resilient supply chains can lower long-term costs, strengthen regulatory compliance and improve Tesco’s reputation among customers, investors and communities (Stecuła, Wolniak and Aydın, 2024).

SWOT Analysis: Threats

Aldi and Lidl are Tesco’s competitors because their low-cost, limited-assortment models appeal to price-sensitive consumers. This pressure may require Tesco to increase investment in Aldi Price Match and Clubcard Prices, reducing margins. Macroeconomic uncertainty is another threat. Rising wages, National Insurance contributions, energy, commodity and transport costs increase Tesco’s expenses. Passing costs to consumers could cause losses to discounters, while absorbing them could reduce profitability. Climate change threatens production, food availability and supply-chain security. Tesco identifies climate change, responsible sourcing, security of supply, cybersecurity and data privacy as risks. Failure to meet targets could damage reputation and increase scrutiny (Tchonkouang, Onyeaka and Nkoutchou, 2024).
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SWOT analysis of Tesco (Source: Created by Learner).








Conclusion

Overall, Tesco holds a strategic position because of its market leadership, store and distribution network, buying power, Clubcard data and omnichannel capability. These resources enable Tesco to deliver value, convenience and personalised experiences. However, Tesco faces competition from Aldi and Lidl, rising costs, inflation, supply disruption and regulatory pressures. Its priority should be maintaining prices without competing on price. Tesco should continue using Clubcard data and intelligence to provide personalised value, improve availability and reduce waste. It should invest in supply chains and sustainable operations to meet customer expectations, manage long-term risk and support focus on convenience, health and sustainability (Yang et al., 2023).

Comprehensive and Holistic View of Tesco

After the external and internal analysis, this section assesses Tesco's corporate social responsibility (CSR) strategy and how it helps the business to perform in the long term. It also uses the Balanced Scorecard approach to evaluate the ways in which Tesco can measure and manage financial and non-financial performance to align with its purpose of delivering affordable, healthy and sustainable food. The section looks at performance in financial, customer, internal-business-process, and learning-and-growth aspects. This will help to establish a clear connection between sections, while avoiding repetition of the main introduction to the report (Rahdari et al., 2020).

[bookmark: _Toc237395734]Tesco’s Current CSR Strategy

Tesco’s CSR strategy is delivered through its Planet Plan, which integrates environmental and social responsibility across products, stores, logistics, supply chains and consumer decisions. The Plan has six pillars: improving products, decarbonising transport, reducing emissions, supporting sustainable consumption, eliminating waste and protecting nature (Rahdari et al., 2020). Tesco aims to become carbon neutral in its operations by 2035 and net zero across the value chain by 2050. Initiatives include renewable electricity, energy-efficient stores, electric delivery vehicles and collaboration to reduce emissions. It promotes diets, waste reduction and packaging through “Remove, Reduce, Reuse and Recycle”, supporting efficiency, trust and value (Rahdari et al., 2020).

Alignment of CSR Strategy with Business Objectives

Tesco’s CSR policy supports objective of providing affordable, healthy and sustainable food. Planet Plan adds value through waste reduction, supply-chain optimisation and energy use, helping control costs and maintain competitive prices (Yang et al., 2023). It supports revenue and reputation by expanding sustainable products in response to consumer demand and regulation. Tesco aims to halve food waste across supply chain by 2030, improving resource efficiency and reducing costs. Sustainable sourcing, biodiversity protection and climate action can strengthen availability. Tesco aims to source 50% of food from areas with sustainable water management by 2030, improving resilience, trust, compliance and long-term advantage (Yang et al., 2023).

Critical Evaluation of Tesco’s CSR Strategy

Tesco’s CSR strategy faces challenges, the balance between affordability and sustainability. Investment in renewable energy, electric vehicles, lower-carbon agriculture and packaging may raise costs, risking prices for price-sensitive customers. Tesco controls store energy use but has control over supplier emissions. Achieving net zero across its chain by 2050 depends on supplier capability, investment and collaboration. Tesco aims to reduce Scope 1 and 2 emissions by 85% by 2030, while Scope 3 emissions remain harder to measure and reduce (Marino et al., 2024). CSR targets may appear as greenwashing without measurable verified progress. Tesco should report, support suppliers and deliver value (Marino et al., 2024).

Balanced Scorecard Framework

The Balanced Scorecard is a method developed by Kaplan and Norton (1992) that serves as a way to turn an organisation's mission and strategy into measurable goals. It adds to the traditional financial indicators other non-financial indicators that affect future performance. The framework uses four interconnected views of performance: financial, customer, internal business processes and learning and growth. For Tesco, it is especially important as it's a balance on profitable growth, value for the customer, operational efficiency, sustainability and colleague capability. Employee skills and technology enhancements should solidify internal processes and boost customer satisfaction and eventually financial results (Huang, 2009).
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The financial view assesses whether the strategy is providing a profitable growth and keeping Tesco's value-for-customer promise. Tesco needs to boost sales, defend its operating profit, enhance cash flow and continue to maintain its market share in the UK. But it is not just about raising prices to improve financial performance, because this would be against Tesco's affordability goal and could lead to a shift to discounters (Huang, 2009).

	Component
	Tesco-focused measure

	Objective
	Deliver profitable, sustainable growth while maintaining competitive prices

	KPIs
	Like-for-like sales growth, adjusted operating profit, operating margin, free cash flow, return on capital employed and UK market share

	Targets
	Grow sales and market share annually; maintain positive free cash flow; achieve operating profit within Tesco’s annual guidance

	Initiatives
	Clubcard Prices, cost-efficiency programmes, supply-chain productivity, own-brand growth, waste reduction and retail-media income



Tesco’s financial strategy should therefore balance cost discipline with reinvestment in value, quality and service. In 2025/26, Tesco reported UK online sales growth of 11% to more than £7 billion, demonstrating the financial importance of its omnichannel model.

[bookmark: _Toc237395736]Customer Perspective

The customer perspective is whether Tesco fulfils its purpose of providing customers affordable, healthy and sustainable food. Tesco needs to concentrate on customer satisfaction, loyalty, value perception, product availability and convenience in stores and online. It is a testament to the need to have a clear and trusted customer proposition to have such a strong market share in the UK; Tesco's market share in the UK was 28.5% in 2025/26 (Huang, 2009).
	Component
	Tesco-focused measure

	Objective
	Strengthen customer loyalty by providing value, quality, convenience and trust

	KPIs
	Customer-satisfaction score, Net Promoter Score, Clubcard engagement, customer-retention rate, on-shelf availability, online delivery satisfaction and UK market share

	Targets
	Increase customer satisfaction and Clubcard engagement; maintain market-share growth; improve product availability and delivery accuracy

	Initiatives
	Clubcard Prices, personalised offers, Aldi Price Match, healthier own-brand products, Tesco Express, click-and-collect, online delivery and Whoosh rapid delivery


Tesco should monitor both price perception and service quality because low prices alone cannot create sustained customer loyalty in a highly competitive grocery market.
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The internal-business-process view evaluates the efficiency of Tesco's stores, supply chain, online fulfilment and sustainability processes. Any process that is effective is important in ensuring the availability of products, reducing waste, cost control and the delivery of accurate e-order. Therefore, Tesco should use both operational and financial measures to assess performance as they are directly linked to process improvements and customer satisfaction and profitability (Huang, 2009).
	Component
	Tesco-focused measure

	Objective
	Improve efficiency, product availability, service reliability and sustainable operations

	KPIs
	On-shelf availability, online-order accuracy, delivery-on-time rate, fulfilment cost per order, food-waste levels, energy consumption and carbon emissions

	Targets
	Increase availability and delivery accuracy; reduce food waste and fulfilment costs; progress towards carbon-neutral operations by 2035

	Initiatives
	AI demand forecasting, supply-chain automation, real-time inventory visibility, food redistribution, renewable electricity and electric delivery vehicles



Tesco has used AI and real-time tracking to improve supply-chain visibility, stock accuracy and delivery performance, showing how digital systems can strengthen operational efficiency

[bookmark: _Toc237395738]Learning and Growth Perspective

The learning-and-growth perspective is about the people, skills, culture, and technology that will enable Tesco to continue to perform in the long term. Tesco is a data and digitised retail business and requires colleagues who can provide customer service, fulfil orders online, be knowledgeable about technology and support sustainability efforts. Investing in employee development can then enhance both operational performance and customer satisfaction (Huang, 2009).
	Component
	Tesco-focused measure

	Objective
	Build an engaged, skilled and inclusive workforce capable of delivering digital innovation and excellent customer service

	KPIs
	Colleague-engagement score, employee-retention rate, absence rate, training-completion rate, internal-promotion rate, health-and-safety incidents and digital-skills coverage

	Targets
	Improve colleague engagement and retention; ensure completion of key customer-service, digital, sustainability and leadership training

	Initiatives
	E-learning, coaching, apprenticeships, leadership programmes, wellbeing support, inclusion initiatives and digital-skills development



Tesco already offers coaching, learning resources and leadership development via initiatives like the Winning Manager Programme. Skilled and motivated staff are vital as they enable Tesco to improve store standards, accuracy in online orders, innovation and customer trust.

[bookmark: _Toc237395739]Section Conclusion

In total, Tesco's CSR strategy is aligned with their business goals and is associated with the affordability, healthier food, sustainability and supply-chain resilience. The Balanced Scorecard can help to measure these priorities in addition to profitability, customer loyalty, operational performance and colleague development (Mansour-Saatloo et al., 2020).
[bookmark: _Toc237395740]4.0 Strategic Choices and Implementation

The above analysis shows that Tesco possesses a number of strengths such as scale, market leadership, Clubcard data, supplier relationships and ability to operate on the omnichannel. Clubcard is still significant as it has achieved 84% penetration in sales in the UK, and over 24m households are taking part in the programme in the UK. But price-sensitive customers, high operating costs and low switching barriers are also causing pressure on Tesco, though, which is continuing to be pressured by Aldi and Lidl. Thus, Tesco needs to choose a strategy that maintains competitive prices, but also provides them with advantages which can't be easily replicated by discount retailers. This part of the analysis looks at the options for Tesco's business-level strategies and suggests a combination of sustainable value and personalised value to sustain in the long run (Vining, 2011).

[bookmark: _Toc237395741]4.1 Strategic Choices Available to Tesco

Tesco can pursue three strategies: cost leadership, differentiation and focus. Cost leadership uses buying power, own-label products, distribution and cost control to maintain low prices. This is because Aldi and Lidl operate cost models for price-sensitive customers. Tesco supports value through Aldi Price Match, Everyday Low Prices and Clubcard Prices (Vining, 2011). Differentiation offers benefits beyond price, including product range, Tesco Finest, Clubcard personalisation, online shopping, Tesco Express, delivery and healthier, sustainable products. Focus would target premium, convenience or health-conscious segments, but is unsuitable for Tesco’s mass-market model. Therefore, Tesco should combine cost efficiency with differentiation through value, convenience and sustainability (Vining, 2011).

Porter’s Five Forces Analysis

The competitive pressure is high in the grocery sector in the UK according to Porter's 5 Forces. Tesco is fiercely competitive with Sainsbury's, Asda, Morrisons, Aldi and Lidl, who are also active on the price promotion battleground, with their own-label products and convenience formats. High buyer power: Customers can find good alternatives of prices easily, they can use several supermarket and switch at almost no cost. The power of suppliers is moderate. While scale gives Tesco the bargaining power, the threat of climate disruption, commodity volatility and specialist sustainable products can bolster supplier influence. The risk of new physical supermarket entrants is relatively low due to the fact that stores, logistics and brand building involves a large amount of capital. However, online grocers, quick delivery services and Amazon further heighten the danger of fresh on line competition. Moderate to high are meal kits, food-service outlets, local convenience retailers and food-service delivery directly to consumers. This means Tesco will have to be price competitive, have a data-driven convenience offering, differentiate service and sustainability as well as minimise customer churn to preserve margins (Ghemawat, 2002).
[bookmark: _Toc237395742]Recommended Strategy: Personalised Sustainable Value

Tesco needs to take a holistic approach of personalised sustainable value, leveraging cost-effectiveness and effective differentiation. The margin protection and competitive pricing portion of the cost-leadership element will be achieved through buying scale, own-brand products, the automation of the supply chain, energy efficiency and reduction of food waste. But, Tesco should not pursue the lowest price as a retailer as that is where Aldi and Lidl are lower than the retailer.
The element of differentiation should be based on Clubcard data, AI-powered offers, availability, online fulfilment, convenience stores, healthier products and credible sustainability promises. This provides a customized value to customers, rather than blanket discounts on all goods, which can help to retain customers without sacrificing the bottom line. Adobe is also in partnership with Tesco, which plans to leverage on Clubcard data for more personalised marketing with more than 24 million UK households (Chaudhry, Heilman and Seetharaman, 2023).
This is in line with Porter's theory on the basis of which competitive advantage is gained through unique activities. It sits on top of Tesco's valuable, data rich and hard to replicate resources and answers to price sensitivity and demand for more healthy and sustainable options (Chaudhry, Heilman and Seetharaman, 2023).
[bookmark: _Toc237395743]Strategy Validation: Ansoff Matrix and SAFe Framework

The Ansoff Matrix supports Tesco’s sustainable-value strategy. Market penetration is priority because it increases sales of products in existing markets. Tesco can use Clubcard Prices, price matching, targeted promotions, availability and digital convenience to attract customers and increase spending. It is lowest-risk option because Tesco understands the UK grocery market and has distribution and brand strength. Product development is an option involving healthier, lower-carbon products for existing customers. Unrelated diversification would be riskier and is not recommended (Whittington, 2008). SAFe confirms suitability, acceptability and feasibility because Tesco’s scale, Clubcard data, stores and supplier relationships support effective implementation of strategy (Whittington, 2008).
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Ansoff Matrix showing Tesco’s strategic growth options (Source: Created by Learner).








[bookmark: _Toc237395744]Delivering Optimum Performance and Competitive Advantage

By leveraging operational efficiency and customer-centric differentiation, Tesco's personalised sustainable value approach can achieve optimal results. Firstly, its scale of buying, its own brand portfolio, its automated forecasting and waste reduction programmes, can reduce the unit costs and safeguard operating margins. Tesco's food-waste initiative, for instance, involves the sale of discounted products, food redistribution and surplus conversion to help reduce waste, while also meeting cost and sustainability goals.
Secondly, the Clubcard data allows Tesco to offer discounts and product suggestions that are tailored to individual consumers, so that by making their customers feel valued, they are not tempted to leave in search of a cheaper deal elsewhere. This is especially crucial as it can help keep the value perception alive while lowering the cost of competing with discount retailers through targeted promotions (Chaudhry, Heilman and Seetharaman, 2023).
[bookmark: _Toc237395745]Implementation Challenges and Mitigation

There are four key implementation challenges. Firstly, price investment may over time reduce margins, and Tesco should aim to offer its Clubcard discounts to the price sensitive segment, instead of across the board. Second, the more that key customer data is used, the greater the risk of cybersecurity and GDPR issues; strong consent mechanisms, encryption and independent data-governance audits must be established. Third, suppliers might be challenged to meet both lower price and sustainability requirements at the same time; and Tesco should offer longer-term contracts, joint forecasting and phased technical support. Last but not least, technology may disrupt the stores or have resistance among staff (Chaudhry, Heilman and Seetharaman, 2023).
[bookmark: _Toc237395746]Section Conclusion

In total, Tesco should strive for personalised sustainable value, which includes price competitiveness and data-driven convenience, quality and sustainability. This will boost loyalty, help maintain margins, and help maintain competitive advantage over time from discount competitors.
[bookmark: _Toc237395747]Section 2: Reflective Account

[bookmark: _Toc237395748]Description

This reflective piece assesses the research, analysis and preparation procedure that I used to complete the strategic-management assessment for Tesco PLC. I chose Tesco as the largest grocery retailer in the UK, as the information available from them is publicly available and they share sufficient information in their annual and sustainability reports, company announcements and through credible market sources. I researched Tesco’s business model, market position, competitors, corporate social responsibility strategy and current strategic priorities. Then, I used a number of strategic-management models, such as PESTEL, VRIO, SWOT, Balanced Scorecard, Porter's Five Forces, Ansoff's Matrix and SAFe. These tools helped me to analyse Tesco's external environment, internal resources, strategic decisions made and problems faced for implementation. That was my final piece of advice for Tesco – pursue a personalised sustainable value strategy, where the product is good value, and differentiated, convenient and sustainable by Clubcard.

[bookmark: _Toc237395749]Feelings

When I began thinking about the assessment, I was sure that I would do well because Tesco is a respected company with a lot of information available. On the other hand, I was unsure about how to process the information into the given word count and how to make it non-descriptive. Another issue was that I wanted to use reliable information but not general business websites or unsupported statements. However, while working on the project, I started using official Tesco reports and learned how to use evidence backed by theories.

[bookmark: _Toc237395750]Evaluation

Several aspects of the methodology were effective. Tesco’s financial reports, sustainability reports and announcements provided evidence on market share, Clubcard, online sales and objectives. PESTEL identified threats, including inflation, discount-retailer competition, regulation and climate risks. VRIO showed that Clubcard data, distribution capabilities and procurement scale are more strategically important than the brand alone. SWOT summarised findings from the frameworks. However, limitations emerged. Similar points were repeated across PESTEL, VRIO and SWOT when analysing several companies. It was difficult to distinguish genuine strategic decisions from Tesco’s operational activities. This sometimes reduced analytical clarity and made prioritising the most significant strategic issues more challenging.


Analysis

The process has contributed to my improved understanding of how external factors, internal conditions, and strategic choices interconnect. I recognized that Tesco cannot solely take advantage of cost leadership as both Aldi and Lidl have basic and lower-cost business models. Also, Tesco cannot depend on differentiation only, as many consumers in the UK prefer cheap products. Therefore, the best option is to implement the integrated strategy, which utilizes Tesco’s scale to stay valuable while combining price and data, convenience and availability, and sustainability and distinction.
The process has shown the system’s role of evaluation. Tesco’s CSR strategy seems to be constructed in line with its aim to provide affordable, healthy, and environmentally safe food, but there is the tension between the price and costs of sustainability needed for sourcing, packaging, and decarbonization. The usage of the Balanced Scorecard taught me that financial result is a function of customer satisfaction and performance.

Conclusion

In conclusion, I have gained enhanced skills in research, critical analysis, and strategic writing. I figured out that it is better to focus on material issues than to provide descriptions of all possible aspects, and using frameworks as interconnected tools for analyses. One of the ways to improve my work would be creating the evidence table at an earlier stage of separation between the firm’s arguments and independent evidences and planning my word allocation ahead of completing any sections of the report.

Action Plan

In my upcoming assessments, I will formulate a structured plan for research, ensuring that I identify scholarly and official sources before conducting my research and documenting the details in a reference matrix. I will assign a total number of words to each section before writing to minimize the amount of editing. Additionally, I will ask for feedback in a timely manner, and utilize a greater number of scholarly sources to back up my arguments.




[bookmark: _Toc237395751]Reference list
Akter, S., Wamba, S.F., Gunasekaran, A., Dubey, R. and Childe, S.J. (2016). How to improve firm performance using Big Data Analytics capability and business strategy alignment? International Journal of Production Economics, 182(1), pp.113–131. doi:10.1016/j.ijpe.2016.08.018.
Chaudhry, A., Heilman, C. and Seetharaman, P.B. (2023). Measuring the effects of customized targeted promotions on retailer profits: Prescriptive analytics using basket-level econometric analysis. Journal of Marketing Analytics, [online] 12(4), pp.1028–1051. doi:10.1057/s41270-023-00253-3.
Dekimpe, M.G. and Heerde, van (2023). Retailing in times of soaring inflation: What we know, what we don’t know, and a research agenda. Journal of Retailing, [online] 99(3). Available at: https://www.sciencedirect.com/science/article/pii/S0022435923000301 [Accessed 12 Aug. 2026].
Gauri, D.K., Jindal, R., Ratchford, B., Fox, E., Bhatnagar, A., Pandey, A., Navallo, J.R., Fogarty, J., Carr, S. and Howerton, E. (2021). Evolution of Retail formats: Past, present, and Future. Journal of Retailing, 97(1), pp.42–61.
Ghemawat, P. (2002). Competition and business strategy in historical perspective. Business History Review, [online] 76(1), pp.37–74. doi:10.2307/4127751.
Gurel, E. and Tat, M. (2017). SWOT analysis: A theoretical review. Journal of International Social Research, [online] 10(51), pp.994–1006. doi:10.17719/jisr.2017.1832.
Huang, H.-C. (2009). Designing a knowledge-based system for strategic planning: A balanced scorecard perspective. Expert Systems with Applications, 36(1), pp.209–218. doi:10.1016/j.eswa.2007.09.046.
Hübner, A., Hense, J. and Dethlefs, C. (2022). The revival of retail stores via omnichannel operations: A literature review and research framework. European Journal of Operational Research, 302(3), pp.799–818. doi:10.1016/j.ejor.2021.12.021.
Lee, C.L., Aveyard, P.N., Jebb, S.A. and Piernas, C. (2021). Using supermarket loyalty card data to provide personalised advice to help reduce saturated fat intake among patients with hypercholesterolemia: A qualitative study of participants’ experiences. Nutrients, 13(4), p.1146. doi:10.3390/nu13041146.
Mansour-Saatloo, A., Agabalaye-Rahvar, M., Amin Mirzaei, M., Mohammadi-Ivatloo, B., Mehdi Abapour and Zare, K. (2020). Robust scheduling of hydrogen based smart micro energy hub with integrated demand response. Journal of Cleaner Production, 267(3), pp.122041–122041. doi:10.1016/j.jclepro.2020.122041.
Marino, P., Mininni, M., Deiana, G., Marino, G., Divella, R., Bochicchio, I., Giuliano, A., Lapadula, S., Lettini, A.R. and Sanseverino, F. (2024). Healthy lifestyle and cancer risk: Modifiable risk factors to prevent cancer. Nutrients, 16(6), pp.800–800. doi:10.3390/nu16060800.
McKevitt, F. (2025). Annual grocery bills could jump by £275. [online] Kantar.com. Available at: https://www.kantar.com/uki/inspiration/fmcg/2025-wp-annual-grocery-bills-could-jump-by-275 [Accessed 12 Aug. 2026].
Milligan, S., Davies, I., Baris Yalabik, Celik, M. and Squire, B. (2025). Evolutions of omni‐channel fulfillment performance: An in‐depth case study in grocery retailing. Journal of Operations Management, 1(4). doi:10.1002/joom.1362.
Mungkung, R. and Nudchanate, T. (2023). Measurement and management of value chain greenhouse gas emissions from supermarket retailing. Weather, Climate, and Society, [online] 15(3), pp.813–821. doi:10.1175/wcas-d-23-0012.1.
Nascimento, A.M., Queiroz, A.C.M., de Melo, V.V. and Meirelles, F.S. (2022). Applying artificial intelligence to reduce food waste in small grocery stores. [online] AIS Electronic Library (AISeL). Available at: https://aisel.aisnet.org/isla2022/6/ [Accessed 12 Aug. 2026].
Rahdari, A., Sheehy, B., Khan, H.Z., Braendle, U., Rexhepi, G. and Sepasi, S. (2020). Exploring global retailers’ corporate social responsibility performance. Heliyon, [online] 6(8), p.e04644. doi:10.1016/j.heliyon.2020.e04644.
Saghiri, S., Wilding, R., Mena, C. and Bourlakis, M. (2017). Toward a three-dimensional framework for omni-channel. Journal of Business Research, [online] 77(4), pp.53–67. doi:10.1016/j.jbusres.2017.03.025.
Stecuła, K., Wolniak, R. and Aydın, B. (2024). Technology development in online grocery shopping—From shopping services to virtual reality, metaverse, and smart devices: A review. Foods, 13(23), p.3959.
Tchonkouang, R.D., Onyeaka, H. and Nkoutchou, H. (2024). Assessing the vulnerability of food supply chains to climate change-induced disruptions. Science of The Total Environment, [online] 920(2), p.171047. doi:10.1016/j.scitotenv.2024.171047.
ter Braak, A., Dekimpe, M.G. and Geyskens, I. (2013). Retailer private-label margins: The role of supplier and quality-tier differentiation. Journal of Marketing, 77(4), pp.86–103. doi:10.1509/jm.11.0566.
tesco (2025). Tesco Careers – Build a career at Tesco. [online] Tesco Careers. Available at: https://www.tesco.com/careers/en-GB [Accessed 12 Aug. 2026].
Vining, A.R. (2011). Public Agency external analysis using a modified “five forces” framework. International Public Management Journal, 14(1), pp.63–105.
Ward, M. and Coe, S. (2019). Brexit: Trade issues for food and agriculture. commonslibrary.parliament.uk, [online] 3(6). Available at: https://commonslibrary.parliament.uk/research-briefings/cbp-7974/ [Accessed 12 Aug. 2026].
Whittington, K.B. (2008). Women, gender, and technology – edited by Mary Frank Fox, Deborah Johnson, and Sue Rosser. Review of Policy Research, 25(2), pp.189–191. doi:10.1111/j.1541-1338.2007.00318.x.
Wollenburg, J., Hübner, A., Kuhn, H. and Trautrims, A. (2018). From bricks-and-mortar to bricks-and-clicks. International Journal of Physical Distribution & Logistics Management, 48(4), pp.415–438. doi:10.1108/ijpdlm-10-2016-0290.
Yang, Y., Barnes, H., Yang, B., Onofrei, G. and Nguyen, H. (2023). Food Waste Management for the UK grocery retail sector—A supply chain collaboration perspective. Production Planning & Control, [online] 35(15), pp.1–14. doi:10.1080/09537287.2023.2226622.
Yu, W., Cui, F., Han, X. and Lv, M. (2022). Does a corporation’s food recall strategy affect its brand image and consumers’ intention to purchase? A study in the context of cereal recall in China. British Food Journal, 3(2). doi:10.1108/bfj-01-2022-0023.



1

image3.png
PESTEL Analysis of Tesco

¢ UK food policy
e trade rules

¢ business taxation
[ 5
@Y Social

e Health-conscious
customers

e Inflation
e cost-of-living

pressures e convenience demand
o discount-retailer o ethical consumption
competition

’ Environmental

¢ Clubcard data
» online shopping

o Net-zero targets
o food waste

 self-service technology o sustainable packaging

 rapid delivery o supply-chain emissions

¢ Food safety
e employment law

e data protection
e competition regulation





image4.png
VRIO Analysis of Tesco’s Resources and Capabilities

Resource or Capability i Valuable ‘ Rare ‘ Costly to Imitate ((:)ar ;?ti';iessliltuoe ‘ Competitive Implication
Clubcard customer data Sustained Competitive
and personalisation v v v v Advantage
Nationwide store and 7 v v v Sustained Competitive
distribution network Advantage
Buying power and Sustained Competitive
supplier relationships v v v v Advantage

: Temporary Competitive
and reputation
Tesco br p v X X v Rovane
Online grocery and
digital delivery v X X v Competitive Parity
capability





image5.png
SWOT AnaIyS|s of Tesco

@ STRENGTHS

@ WEAKNESSES

N\

® Market-leading scale

® Clubcard customer data

e Strong distribution network
® Broad product range

® Online grocery capability

J

® Thin profit margins
e Reliance on UK market
e Complex supply chain

® High operating costs

@ OPPORTUNITIES

@ THREATS

@ Healthier and sustainable products
® Digital personalisation
® Convenience growth

® |nternational online partnerships

® Aldi and Lidl competition
® Inflation and cost-of-living pressures
© Supply-chain climate risks
® Regulation
© Changing consumer preferences





image6.png
Products

Existing

[}
-
(2]
S
T
o
=
o

New
Products

Ansoff Matrix: Tesco’s Growth Strategy
Markets

Existing Markets

v

7

\.

Market Penetration —

@ Clubcard Prices

Lowest risk / Recommended priority
Aldi Price Match
targeted promotions
improved product availability
digital convenience

-

\

Market Development —
expanding online reach

© serving new customer locations

-

@ Product Development —
[ healthier products

¢ lower-carbon products

¢ Tesco Finest range

¢ sustainable packaging

~

¢ international opportunities
Diversification —
unrelated sectors

¢ highest risk
* not recommended





image1.png
Prifysgol Cymru
¥ Drindod Dewi Sant
University of Wales

Trinity Saint David




image2.png
Market share (%)

35 4

30 4

25 4

20

15

10

UK Grocery Market Share by Retailer

27.6%

16.5%
15.3%
12.6%

10.1%

7.5%
6.2%

2.5%

17%

Tesco Sainsbury’s Asda Aldi Lidl Morrisons Co-op Waitrose  Other retailers




