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[bookmark: _Toc174649429]Introduction 
Strategic management is crucial to achieve success in the long term and direct the business in the right ways. It involves in analysing the market conditions and resources capabilities before making any business and corporate strategy (Barney, 2019). Tesco PLC is a British PLC listed in London Stock Exchange (LSE). This company is chosen for the strategic management report. The report will identify the strategies of the company. It will analyse resources capabilities of Tesco. The effectiveness of business and corporate strategy implementation will be evaluated. Then sustainability efforts will be assessed. Finally, the future strategic directions will be recommended. 
[bookmark: _Toc174649430]Company Background
Tesco is a multinational company that operates in the UK, Central Europe, and Asia. The company was founded in 1919 and headquartered in the UK. It is a market leader in the UK retail industry with its more than 27% of market share (Tesco, 2024).
[bookmark: _Toc174649431]Identifying Key Business and Corporate Strategies
Tesco PLC has implemented various business and corporate strategies. These strategies helped the company to achieve a competitive position in the retail industry in the UK. The business strategies and corporate strategies are identified and analysed below:
Key Business Strategies 
· [bookmark: _Hlk174643863]Cost Leadership: Tesco is one of the leading retail companies in the UK. It has pursued a cost leadership strategy, Porter’s generic strategy, to create a strong market presence. In this strategy, the company aimed to minimise the overall costs of the company. If it can produce or manage products at low cost, it will be able to offer them at a competitive price (Barney, 2019). The company has successfully implemented the cost leadership strategy by bringing operational efficiency, economies of scale, and developing a strong supply chain network. Tesco’s operational costs have significantly reduced when it adopted advanced logistics and technologies to manage inventories efficiently and effectively (Tesco Plc, 2024). Tesco could set lower prices for its products to attract customers. 
· Differentiation: Tesco has also pursued a "Differentiation” strategy which is also Porter’s generic strategy. The strategy explains that businesses can create a unique and competitive position in the  industry if it can differentiate itself from its competitors (Morden, 2016). Tesco emphasised on product differentiation. It targeted a specific customer segment that wanted premium products. To meet the expectations of the customers, it introduced a new product line which is solely dedicated for premium products offering. The company’s decision to make investment in a new product line has been crucial to enhance customer loyalty and increase its market share (Johnson et al., 2017). 
· Digital Transformation: The advancement and emergence of new technologies have shaped business operations. Understanding the importance of technology usage, Tesco invested a significant amount of resources in the integration of technologies. Clubcard loyalty programme is an example of how the company has utilised technologies in its business operations. The loyalty program uses insights into customer data which are processed by data analytics technology (Tesco Plc, 2024). Tesco knows its customers preferences and so it can offer them with the right products. Another example of Tesco’s digital transformation is its online retailing. The recent COVID-19 pandemic presented great challenges to retail companies (Nanda et al., 2021). In that challenging situation, the company has successfully increased its online selling. 
Key Corporate Strategies
Applying the Ansoff matrix, the strategies are identified as follows:
· Diversification: Diversification is a corporate strategy that inferences businesses to choose different areas for business expansion (Rothaermel, 2024). Tesco is a retail company but the company has diversified its business by investing in banking and mobile services. The company has acquired a Bank and a mobile company. As a result, Tesco is now capable of generating more revenues. If the retail industry is facing difficulties, the company will be able to generate enough revenues from other sources to offset the losses. This strategic move of the company is instrumental to the company to minimise the risks (Barney, 2019). 
· International Expansion: Tesco’s corporate strategy and strategic direction is to expand into new markets. The company has already expanded its business operations beyond the UK. It has successfully entered into the Central Europe and Asia to show its global presence. Tesco’s internationalisation was very challenging because it has failed in international market (Wood et al., 2016). Tesco had to close its operations in the US market because the company could not create a market position in that market. Despite challenges, Tesco’s corporate strategy explores new markets that are profitable for the company’s expansion. 
[bookmark: _Toc174649432]Resources and Capabilities of Tesco PLC
Tesco’s resources are key factors that help the company to implement the cost leadership strategy. As it has a strong financial position, it can undertake investment decisions for technologies and economy of scale. Such a decision reduces the cost of the business (Morden, 2016). Tesco could differentiate the business as it uses data analytics capabilities and brand reputation. It can manage the loyal customer base by the insights received from advanced data analytics. 
[bookmark: _Toc174649433]Value Chain and Value System Analysis
Tesco’s value chain has two types of activities: Primary activities and support activities. These activities are analysed below:
Primary Activities
· Inbound Logistics: Tesco spends a large amount of funds in advancing the supply chain management systems because it can optimise inbound logistics (Smith, 2023). The management of the company can keep track of inventories accurately and effectively. It can restock inventory before it finishes. Such capabilities help the company to reduce operating costs and waste. During the COVID-19 pandemic, Tesco showed resilience and defied the global supply chain disruption because of its inbound logistics (Davey, 2021). 
· Operations: The company has developed a large network of retail stores and an efficient supply chain network. To facilitate the operations, it automated the warehouses. It also invested in advanced technologies to streamline operations and ensure enhanced customer experience (Smith, 2023). 
· Marketing and Sales: The data analytics technology enables the company to make effective marketing strategies (Johnson et al., 2017). 
· Service: Tesco has an experienced and skilled workforce. The training and development programme arranged by the company ensures that the staff can provide enhanced customer service to customers. High-quality customer service is crucial to make the customers loyal (Smith, 2023). 
Support Activities
· Firm Infrastructure: Tesco’s investment in digital infrastructure such as technology adoption and physical infrastructure supports the primary activities. It has a strong financial position which enables the company to develop infrastructure (Tesco Plc, 2024). 
· Human Resource Management: The HR policy of the company upholds diversity and inclusion. It ensures that everyone gets equal opportunity. The company’s recruitment and section of employees emphasize on talents and experience aspects for creating a highly capable workforce. It offers continuous training and development opportunities to its workforce to ensure that customers get the best services (Lynch, 2018). 
· Technology Development: Tesco’s investment in IT and advanced data analytics has a huge impact on its current strategic positioning. Technology usage in operations has resulted in efficiency and customer satisfaction (Dekimpe, 2020). 
[bookmark: _Toc174649434]VRIO Analysis 
	Resources 
	Value
	Rarity
	Imitability
	Organisation 

	Brand Reputation 
	Tesco has a strong market presence with its significant brand value. 
	Tesco’s brand is relatively rare in the UK market because it offers quality products at competitive prices (Carroll, 2024).
	Tesco brand is not developed in a day. Rather the company has come to this position because of its decades long dedication and effective management which other companies can hardly imitate. 
	The company can effectively use its brand reputation to make the customers loyal to the business. 

	Data Analytics Capabilities 
	This resource is highly valuable to the company because Tesco’s marketing and business operations are dependent on this resource. 
	This technology is not rare in the retail industry. However, Tesco has used the technology to an extensive scale that other organisations rarely utilise. 
	Customer insights received from Tesco’s data analytics are unique other companies can not imitate. 
	The company effectively uses data analytics technology to achieve goals and objectives. 

	Financial resources 
	The company's financial resources play a crucial role in implementing its strategic decisions. 
	Other retail companies can have the similar financial resources. Hence the resource is not rare. 
	Competitors can imitate the resources but they can not imitate the capabilities to manage these resources effectively. 
	This resource is well-organised and can be used in any requirement (Tesco Plc, 2024).



VRIO analysis suggests that Tesco can achieve a sustainable competitive advantage in the long term if it can utilise these resources properly.
[bookmark: _Toc174649435]Evaluation of Tesco’s Corporate and Business Strategies
Tesco’s corporate and business strategies are evaluated below by applying SAF (Suitability, Acceptability, and Feasibility) framework:
Suitability
Tesco’s cost leadership strategy is suitable for the company because the retail industry is highly competitive. There are many competitors who might offer similar products. Cost leadership strategy helps the company to offer products at a competitive price. Differentiation strategy is suitable because it helps Tesco to serve diverse groups of customers (Chatzoglou et al., 2018). A digital transformation strategy is suitable for the retail business, particularly after the COVID-19 pandemic. Because there is a shift in customer preferences for advanced technology usage. Diversification and international expansion strategies are suitable because of the opportunities and challenges in the external business environment. 
Acceptability 
These strategies will gain acceptance from the stakeholders when they can meet the expectations and preferences of the stakeholders. Tesco has been financially stable and profitable in the last couple of years. Favourable financial performance of the company gains shareholder’s acceptance. Customer acceptance is achieved as when the company offer differentiated and high quality products at an affordable price (Lynch, 2018). The effective HR policies and practices within Tesco’s workplace ensure employee acceptance of the strategies. 
Feasibility 
The business and corporate strategies are feasible for several reasons. First, the company has enough financial resources to implement these strategies. Second, these strategies are realistic and they are aligned with the company’s strategic directions. Third, the UK market conditions and global challenges and opportunities make these strategies relevant to the business (Chatzoglou et al., 2018). For example, the rise of discount stores and increased competition in the retail industry make cost leadership and differentiation strategies realistic and relevant to the business. 
Successful Strategy Implementation
Tesco has already implemented some of its strategies successfully. The company attained success in its Aldi price matching campaign. Tesco competed with other retailers in this campaign by offering lower prices. Tesco could keep its market presence stronger by offering products at a lower price. The Clubcard loyalty programme is another successful strategy implementation. This approach has successfully increased customer engagement and loyalty. Tesco has successfully expanded to online retailing during COVID-19 pandemic. This strategic move was aligned with the customer insights such as the growing demand for online retailing. 
Challenges in Implementation
It was not an easy task to implement business and corporate strategies. Aldi's price match campaign encountered significant competition from other discount businesses. Higher competition and rise of price conscious customers have reduced the company’s profit margin (Tesco Plc, 2024). Tesco also faced challenges during its digital transformation. The company required a large sum of investment for continuous latest technology adoption. 
[bookmark: _Toc174649436]Evaluation of Sustainability Efforts
The UK consumers have become increasingly aware of the sustainability aspects. There is a growing trend of sustainable product usage. Businesses are now integrating sustainability practices in their business activities. Tesco PLC has integrated sustainability goals into its corporate strategy. Such initiative is crucial to enhance the company’s reputation and performance in the fiercely competitive market (Dhanda and Young, 2013). The company has set the following sustainability goals: 
· Net Zero: The company has made a commitment that it should ensure net zero carbon emissions across entire business operations within 2035 (IFAC, 2023). This goal is challenging to achieve because the company needs to focus on its value chain, logistics, and its own operations for zero carbon emissions. The net zero goal can be achieved if the company choose renewable energy sources and adopts sustainability practices (Ruiz-Real et al., 2018). This sustainability goal is aligned with the cost leadership strategy. Tesco has installed LED light bulbs as a part of its energy efficiency initiative (Tesco Plc, 2024). The initiative has significantly reduced the operational costs. Moreover, sustainability initiatives such as renewable energy sources and energy efficient technologies can bring operational efficiency. 
· Reduce Food Waste: UN SDG 12 states responsible consumption and production. Tesco has integrated this UN SDG in its corporate strategy (tescoireland.ie, 2024). The company is committed to reduce food waste by 50% by 2030. As of 2023, it has already reduced the food waste by 45%. If there are any surplus foods in its retail stores, the company donates those foods to charity so that wastage is avoided (Taseer, 2022). The adoption of advanced technology has facilitated accurate forecasting and ordering of inventories to reduce waste. This goal is aligned with the business strategy of technology transformation and cost leadership. However, it is quite challenging for the company to ensure that wastage is eliminated from its entire supply chain. 
· Sustainable Packaging: The packaging of products is responsible for the environmental pollution and waste generation. Tesco has made sustainable packaging as its top priority. The company wants that its packaging completely recyclable within 2025. It has also encouraged its suppliers to use sustainable materials in the packaging. The goal of sustainable packaging is aligned with the business strategy of differentiation. It can position itself differently in the industry. 
The evidence of Tesco’s sustainability efforts is identified and explained below: 
· Partnership and Collaboration: Tesco is a founding member of the UK Plastics Pact (Makortoff, 2023). It has made partnerships with other businesses, NGOs, and government establishments to promote sustainability practices. 
· Sustainable Saucing: Tesco is actively working with its farmers and producers to achieve sustainability goals. It is committed to sourcing 100% of its palm oil, soy, and timber from sustainable sources.  It also encourages farmers to adopt sustainability approaches in food production (Tesco Plc, 2024).
[bookmark: _Toc174649437]Future Strategic Direction of Tesco PLC 
Tesco PLC may consider the following strategic directions to achieve success in the long run and become competitive in the UK retail industry:
· E-Commerce Expansion: UK customers are increasingly making online purchases because there is a shift in their preferences. They want convenient and easy ways to make their purchases. Tesco’s digital transformation and expansion into an e-commerce site can meet the UK customers’ needs and expectations. The company can increase its market share by attracting the online customer base. It will enhance the company’s competitiveness in the market (Nanda et al., 2021). 
· Geographical Diversification: Tesco has successfully diversified its business. However, it needs to undertake geographical diversification. There are many profitable international markets where Tesco can enter. By assessing the profitability and risks, Tesco should make geographical diversification (Rothaermel, 2024). 
· Sustainability Practices: Tesco needs to enhance its sustainability practices. The company can adopt circular economy principles in its corporate and business strategies to minimise waste and maximise efficiency of the resource utilisation. The company has already invested in renewable energy projects (Tesco PLC, 2024). It can make partnerships with renewable energy providers for long term carbon offsetting. Moreover, Tesco must ensure that its sustainability practices are reported with transparency and accuracy so that stakeholders gain confidence and trust in the company. 
[bookmark: _Toc174649438]Conclusion 
Tesco PLC has a strong market presence in the UK. The company’s effective business and corporate strategies contributed to the success. The company needs to focus on geographical diversification and expand into new markets. It should invest a significant amount of resources to become a leader in e-commerce site.  Moreover, it should ensure transparency in sustainability reporting and communication with the stakeholders. These will help Tesco to achieve a competitive advantage in both UK and international markets. 
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PESTEL Analysis 

[bookmark: _Toc174649401]Figure 2: PESTEL Analysis / Source: (Makos, 2019)

Political: Brexit and government policies. 


Economic: Slow economic growth, increased inflation, and currency fluctuations. 


Social: Growing customer consciousness for sustainability, shift in consumer preferences toward e-commerce businesses, and health consciousness.


Technological: Advanced data analytics, e-commerce, AI, and blockchain technology. 


Environmental: Sustainable practices and ethical standards compliance.


Legal: GDPR compliance and UK employment laws.



Strengths: 


Weaknesses:


Market leader 


Strong supply chain network 


Advanced  technology usage 


Lack of geographic diversification 


High costs in business operations 


Opportunities:


Geographic and e-commerce expansion 


Sustainable practices 


Technological transformation 


Threats:


High competition 


Economic uncertainties 
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