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[bookmark: _Toc5314954]Executive summary

Jack Cohen the founder of Tesco began his journey in 1919 with the aim to “put affordable food in the reach of everybody” (Tesco plc, 2019). Due to the success of the company over the years, Tesco has become a household name. The company now employs 440,000 individuals and has over 6,800 stores around the world (Tesco Plc, 2019).
This report will identify the potential challenges that the company may face and will also outline the possible advantages that Tesco hold as one of the largest retail companies in the United Kingdom.
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1. [bookmark: _Toc5314955]Terms of reference 

This report was requested by Laura James on the 19th February 2019. As a contribution to the ‘Problem Solving and Decision Making’ module, the purpose of this report is to explore ideas and information found through research in relation to the company Tesco. In doing so, this report will entail an explanation and potentially answer the proposed question, “can Tesco hold on to its customers?”.
This report was compiled by Abdul Islam (1806293), with the use of online websites, books and journals. The submission deadline of this report is 29th March 2019 at 3pm.

2. [bookmark: _Toc5314956]Procedure

This section will discuss the various methods and actions that were taken in order to complete this report. Compiling this report consisted on thorough research into Tesco using various methods. The company’s direct website helped to understand the background history and also the statistics regarding the successes of Tesco. Journal’s and various articles aided in finding out the right information to pin point where Tesco as a company with the need to satisfy their customer’s might be going wrong.
Conducting analyses of the company using a variety of frameworks such as SWOT, PESTLE, and a stakeholder analysis has helped to identify potential problems and provide more accurate recommendations for Tesco as a company with regard to increasing profits and staying relevant in the future. 






3. [bookmark: _Toc5314957]Findings

Tesco is said to be the leading retailer in the United Kingdom and has reportedly a share of over 25 percent of the market. (www.statistica.com, 2019) However, with the demands of the everchanging and competitive retail market the question proposed in this report is, can Tesco hold on to its customers? 

As one of the largest retailers in the world, Tesco’s core business is retailing in the UK, which is said to provide 60% of all sales and profits. (Businesscasestudies.co.uk, 2019). By expanding over the years, Tesco now operates in 6,966 stores in nine countries in Europe and Asia. (Marketline.com, 2019)
The company offer a large variety of food to their customers in the UK with the two main ranges being ‘Tesco Finest’ and ‘Everyday Value’ which are said to sell “over £1 billion per year” (Businesscasestuidie.co.uk, 2019)
Expanding into various retail areas such as electronics, clothing, toys, books and even the mobile service industry, has allowed Tesco to broaden their target market audience and reach a wider variety of customers.  In 1993, Tesco had launched the ‘Tesco Value’ range which not only helped to attract more customers but to also offer them a wider range of products. Along with the Tesco Value range they also started the ‘Every Little Helps’ strap line campaign, which not only “attracted 1.3 million customers between 1993 – 1995” (Tesco Plc, 2019) but is also now linked directly to Tesco and is used often in the company’s advertising campaigns. The ideology behind ‘Every little Helps’ is to put Tesco’s customers, employees and communities at the heart of everything that they do.
The continuous growth of the company led to the launch of Tesco.com in the early 2000’s, which has now grown to serve over 20,000,000 customers that visit the site every month as reported on the company’s website. (Tesco Plc, 2019).
As an in-store and online retailer the company not only offers food and grocery items but Tesco are also involved in the travel and freight, telecom, retail banking and insurance services.  The company doesn’t just operate in the United Kingdom but also in Ireland, Thailand, Malaysia, Slovakia, Poland, Hungary, the Czech Republic and other countries (Marketline.com, 2019).
Nature 
The nature of this report is to identify and acknowledge the problems facing Tesco. The report aims to also classify the potential obstacles that may affect the company as a result of certain factors. 
Scope 
Can Tesco hold on to its customers? With the use of various academic framework this report will attempt to assess the question at hand, and provide recommendations.
Impact
Specific sections of this report will focus on the impact that the problems outlined can have indirectly or directly to Tesco as a company.
In this section a SWOT analysis and PESTLE analysis will be provided to help to identify certain aspects of Tesco. Also provided, a Stakeholder analysis to help understand the importance that Tesco’s stakeholders play in relation to the company and the potential issues Tesco have.
Using the SWOT analysis framework can be very beneficial and help to identify the strengths, weaknesses and also the opportunities and threats that a company such as, Tesco may face. Acknowledging both internal and external attributes that Tesco have can help to, “distinguish from competitors, so that they can compete successfully in their market” (mindtools.com, 2019).
Conducting a SWOT analysis can assist in identifying factors that may need to be considered when developing a corporate strategy. 
Provided below is the SWOT analysis of Tesco, which is discussed in greater detail in this diagram.
	STRENGTHS 
· Credibility and Awards
· Clubcard rewards campaign
· Global success
· Market Leader
· Product choice
· Tesco online
	WEAKNESSES
· Competition 
· Reliance on UK market
· Scandals 

	OPPORTUNITIES 
· Social media 
· Alliances 
· Expanding online shopping
· Emerging economies (overseas markets) 
· Broadening product range 
· Keeping up with new trends – stay relevant 

	THREATS 
· Brexit 
· Competition (Price war)
· Stakeholders
· Social media 
· Changes in consumer spending habits
· Clubcard changes
·  Falling value of £. 



PESTLE
Moving on, to focus on the PESTLE analysis of Tesco. Using the PESTLE framework can help to focus on other factors that aren’t considered in a SWOT analysis that also effect a company, in this case, Tesco.  PESTLE is an acronym for, Political, Economic, Social, Technological, Legal and Environmental factors however as requested, for this report there will only be a focus on three of these factors in relation to Tesco. The three factors that this report will focus on are the, Political, Economic and Technological factors that may influence Tesco’s operations. 
Political:
· Brexit 
· Business in other countries  
Economic:
· Labour costs: Increase in National Wage
· Pension scheme increase 
· Unemployment levels 
Technological: 
· Self- service terminals 
· Online presence 
· New Technology to help regain customer trust 
Stakeholder Analysis
A Stakeholder is defined as “anyone, as an individual or a collective such as an organisation that has an interest or is concerned with the actions of a business to the extent they are affected by or they can influence it” (Business Information Resources, 2019). Tesco have many internal and external stakeholders, which are listed below.



Internal:
· Shareholders 
· Directors 
· Employees 
· Suppliers 
· Customers 

External: 
· Trade unions
· Pressure groups
· Government 
· Local and national communities
·  Media

[image: ]Mendelow proposed the stakeholder matrix to help analyse stakeholders. The matrix consists of four boxes that represent stakeholders with high/low power and high/low interest (Business Information Resources, 2019). The diagram below depicts the features of where stakeholders would be positioned on Mendelow’s Matrix.
Image taken from (Tutor2U, 2019
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4. [bookmark: _Toc5314958]Conclusions

In order to have an accurate summary on the findings of this report, an in-depth discussion of the previous points outlined above will now be provided. Firstly  looking at the SWOT analysis that was conducted and then moving on to the three factors of the PESTLE analysis.
The SWOT analysis on Tesco can not only help to identify but can also help to focus on the strengths of the company, minimize threats while also acknowledging opportunities with the greatest advantage to Tesco. (Mindtools.com, 2019) Assessing the SWOT analysis can help Tesco to sustain its position and build profitability. Provided below are more in-depth analysis on some of the points outlined in the SWOT diagram above.
Strengths 	
Clubcard loyalty rewards campaign – Tesco introduced the Clubcard in 1995 and relaunched it in 2009 with a £150 million investment (Tesco Plc, 2019). When the Clubcard was initially released, Clubcard holders were spending 28% more at Tesco and 16% less in Sainsbury’s (The Guardian, 2003). 
Market leader – Tesco is the UK’S grocery market leader with 25% market share. (www.statista.com, 2019). 
Product choice – The company offers their customers more than grocery products, they have F&F clothing range, Tesco Finest, Tesco value and also are involved in various business sectors such as retail banking. 
Tesco online- Tesco.com has more than 750,000 registered online customers (Tesco Plc, 2019).
Weaknesses 
Competition – Tesco is not the only large grocery retailer in the UK, ASDA, Sainsburys and Morrisons also have large number of customers.
Reliance on UK market – due to the fact that 60% of Tesco’s profits are from the UK market this can propose to be a weakness because majority of the reliance is on one market and the stakes are high if something was to impact the market it can have detrimental harm to their UK business proceedings. 
Scandals – The ‘horsemeat’ scandal in 2013 where 60% horsemeat was found in their Tesco Everyday Value spaghetti bolognese (BBC News, 2003). The accounting scandal in 2014, “Tesco is to pay out £235m to settle investigations by Serious Fraud Office and Financial Conduct Authority into the 2014 accounting scandal” (Ruddick and Kollewe, 2017). These scandals have negatively impacted Tesco’s reputation and as a result may have lost them new and existing customers.
Opportunities 
Social Media – staying relevant is one of the most important attributes a company should have to survive. Tesco can use the advantage of the increasing use of social media to connect and interact with their customers. As a result, this will help them to gain a positive reputation.
Keeping up with new trends – In society there are many trends that come and go, with regards to Tesco in order to stay relevant they can make sure that they consistently keep up with trends, to not only satisfy current customers but to also broaden their target market. In January 2018, Tesco launched their vegan meals-to-go, which supported the “Veganuary” movement which was supported by a lot of celebrities. (Hooker, 2018)
Threats
Brexit – Due to the UK leaving the European Union, no trade deal has been agreed, and therefore there is uncertainty for businesses when considering the costs of importing for Europe or when dealing with suppliers (Learnmarketing.net, 2018) 
Competition – Being one of the largest retailers in the UK, Tesco has consistent competition from other brands who are in the same grocery retail market, such as ASDA, Sainsburys and Morrisons. Also, Tesco face competition from Aldi and Lidl with regard to price wars that both Aldi and Lidl use in their marketing campaigns.
Social Media – This can be highly advantageous and beneficial for companies however, on the other hand Social media can have a very negative impact on Tesco’s reputation. With scandal’s, bad customer service, or any negative feedback, stories can be shared so easily on social media in an instant, with retweets on Twitter and hashtags for example.
Changes in consumer spending habits – customers are more willing to shop in discounters, online and convenience stores rather than supermarket stores.  Companies such as Easho have launched who’s the main concept is to “take the stress out of bulk buying” (Easho.co.uk, 2019), this can impact Tesco’s sales as customers are always looking for easier ways to shop, and with companies such as Easho offering bulk purchase in products for lower prices, Tesco relationship with their customers may be affected.
Clubcard changes – Tesco made changes to their Clubcard loyalty scheme in 2018. Customers are no longer able to quadruple their points when they swap them for vouchers. The changes meant that customers would get less when they chose to redeem their points with Tesco’s reward partners, Cineworld, Zizzi and Uber. (Munbodh, Riley, and Savva, 2018)
Martin Lewis, the founder of the Money Saving Expert website has said “it’s the final stages of loyalty cards, but not of loyalty schemes” (BBC News, 2018). With specific reference to the Clubcard changes, Martin Lewis las labelled it as “a slap in the face to hundreds of thousands of loyal customers” (Westbrook, 2018) 
Falling value of £ - The decrease in the value of the pound in the UK can increase prices for Tesco, which can directly impact Tesco’s low-price initiatives.
An in-depth analysis of the three chosen factors from the PESTLE analysis has been provided below.
Political
· Brexit 
With the UK leaving the EU, laws and regulations will change, which will inevitably impact all businesses that are in the UK, especially Tesco. John Allan, Tesco’s chairman has said that “the prospect of an EU referendum is causing uncertainty for investors, and this represents a “heavy pebble” place in the scales of the British economy” (Hartley-Brewer and Merrick, 2015)
Brexit will also have an impact with regard to employing EU nationals in the UK. Tesco employees that are EU nationals will be able to apply for settled status in 2019, which will allow them to “remain indefinitely after the end of the Brexit transition period in 2021” (Gibbons, 2018). This will affect Tesco as they will need to make sure that all of their staff comply to the laws and regulations that will be in place regarding leaving the EU. If it is the case that a European worker (employed by Tesco) status is evoked or applications are unsuccessful, Tesco will have to consider the next steps to take. i.e. employing more people as replacements.
· Business in other Countries
Tesco operate in multiple countries all over the world. In 2008 Tesco operated 3751 stores all over the world, which as reported in 2018 has increased to 6966 stores worldwide (Statista.com, 2019). In doing so, Tesco has exposed themselves to various political factors that can affect the operations of Tesco. Tax rates, current and impending legislation, political instability, unemployment rate, and the economic conditions of the countries that they have a presence in must all be taken into consideration. (Farooq, 2019) 
Economic
· Labour costs: Increase in national wage
As of April 2019, the national minimum wage and national living wage rates have increased. It was reported in 2017 that the hourly pay rates for Tesco employees would rise by 10.5% over two years. However, the pay is still lower than Aldi and Lidl.  (BBC News, 2017) Tesco will have to take into consideration the increase in the rates when evaluating their employee pay rates and also acknowledge their competitors who have a reputation of paying their staff well. Provided below in Figure 1 is a table of the new current rates.

	YEAR
	25 AND OVER
	21 TO 24 
	18 TO 20 
	UNDER 18 
	APPRENTICE

	April 2019 
	£8.21
	£7.70
	£6.15
	£4.35
	£3.90


         FIGURE 1: NATIONAL MINIMUM WAGE RATES (GOV.UK, 2019) 

As the table shows the pay rate for individuals 25 and over has increased to £8.21 and the rate for 18 to 20-year olds has increased to £6.15.
· Pension scheme increase 
As of April 2019, the minimum contributions of auto-enrolment pension schemes will increase. This increase will affect both employers and employees. The new guidelines require employers, in this case Tesco to contribute a minimum of 3% (previously 2%) and employees 5%. (Gibbons, 2018)
With both the national wage and pension scheme contributions increasing Tesco will have to consider the costs when allocating pay to their staff.
· Unemployment levels 
Unemployment levels inevitably influence demand, costs, prices and profits of Tesco. When unemployment levels are high there is a decrease in demand for a lot of goods which then affects the demand to produce such goods. (Ivoryresearch.com, 2019) 
This specific external factor is out of the company’s control but still impacts Tesco’s performance and profits, due to the fact that Tesco is highly dependent on the UK market (Ivoryresearch.com, 2019).
Technological 
· Self-service terminals 
With new technologies expanding, Tesco have introduced Self-Service tills in their stores which has helped to increase efficiency in their stores and also enable the customers have a more personal shop. “customer satisfaction rises because goods are readily available, services can become more personalised and shopping more convenient” (Ivoryresearch.com, 2019)

· Online presence 
New technologies can benefit not only the customer but also the company. Tesco offer online shopping and delivery services on Tesco.com which enables them to reach larger target audiences and also satisfy customer needs on a different platform. Due to investing in website development Tesco’s revenues have increased by 10% (PESTLE analysis, 2016).

· New technology to help regain customer trust
Large companies can be prone to scandals that can have an impact on the reputation of the business. In the case of Tesco, the ‘horse meat scandal’, where it was found that some of Tesco’s products contained a large percentage of horse meat, not only lowered their shares by 1 percent but also “nearly £300 million had been wiped off of the value of Tesco” (Fletcher, 2013). The company needed to do something to not only regain their customers trust but also make back their losses and attempt to repair their reputation. Technological advancement helped to introduce Radio Frequency Identification technology (RFID) which helped to increase customers in-store experience (Farooq, 2019). With this new technology, RFID automatically counts stock and removes it after sales, (Farooq, 2019), this can help to keep up to date information regarding stock levels and can benefit customers, employees and even suppliers especially in terms of replenishing stock.
To summarise the above points the main problems that face Tesco are political and economic factors that have indirect consequences to Tesco as a business but also the scandals that have affected the company’s reputation. Competition against other companies will always be a factor for any business that operates in a large sector such as Tesco. Internal factors such as changes in consumer spending can directly affect Tesco and their operations.
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 In terms of the political and economic problems that face Tesco, it would most definitely be best to ensure that the company follows all laws and regulations and educates themselves in the changes that will be implementing with regards to Brexit, in order to ensure a smooth transition when the UK officially leaves the EU. Tesco will have to plan ahead and consider import costs from suppliers in Europe or even consider finding new suppliers.
With regards to the previous scandals that Tesco have encountered, they must consider unique ways of repairing their reputation with their customers, with the use of social media, Tesco can continuously encourage positive interactions with customers online. Tesco must also ensure that all business operations are legitimate and running ethically in order to prevent any future scandals that can damage their reputation.
Acknowledging new trends in the market and changes in consumer spending habits can help Tesco to stay on top of their competitors in the retail market and to also help Tesco to stay relevant, which in return will benefit their profits.
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