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[bookmark: _Toc220861931]1. Introduction 
The Tesco PLC Company is a part of the UK grocery retail sector that is very competitive and provides an extensive selection of food and non-food product, both in retail outlets and online platforms with the help of its Clubcard loyalty programme. Tesco has been popularly known as the largest grocer in the UK market share (Kantar, 2024). This report carries out a situational analysis to make strategic decisions based on the PESTLE model, which is suitable because it allows a systematic assessment of the most important macro-environmental factors that influence the marketing strategy of Tesco and its long-term performance (Johnson, Scholes and Whittington, 2020).
[bookmark: _Toc220861932]2. Situational Analysis: PESTLE Framework
[bookmark: _Toc220861933]2.1 Overview of PESTLE Analysis
PESTLE analysis is a strategic marketing tool that is applied in the analysis of the macro-environment of an organisation in terms of political, economic, social, technological, legal and environmental forces. It assists firms to acknowledge external opportunities and threats that can affect performance to a greater extent but are beyond the control of the managers (Johnson, Scholes and Whittington, 2020). PESTEL is actively used in strategic marketing to facilitate environmental scanning and making long-term decisions, stimulating organisations to adjust their strategies to wider contextual shifts of regulation, consumer behaviour and technological advancement (Kotler et al., 2021).
[bookmark: _Toc220861934]2.2 PESTLE analysis of Tesco PLC
[bookmark: _Toc220861935]2.2.1 Political Factors
The retailers in the UK have a strong influence of the government in terms of the agricultural policy, food standards and post Brexit trade arrangements. Brexit has magnified border controls and Administration expenses, sourcing and product supply (House of Commons, 2023). Moreover, the decisions on pricing and in-store marketing have been limited by the public health campaigns, like the prohibition of high-fat and sugar and salt products promotion (Department of Health and Social Care, 2021).
[bookmark: _Toc220861936]2.2.2 Economic Factors
Consumer price sensitivity has been enhanced by high inflation and the UK cost-of-living crisis which has pressured grocery margins. Inflation of food prices has been the highest in 2023 altering the household spending behaviour (ONS, 2024). Tesco has reacted by reinventing its value-based positioning with price matching and own-label products, enhancing its competitive edge among low-end consumers (Tesco PLC, 2023).
[bookmark: _Toc220861937]2.2.3 Social Factors
The change in lifestyle has led to the growing demand of convenience, online shopping and ethically imposed products. The increase in health awareness and the ageing population also affects the product assortment and promotion strategies (Mintel, 2022). Tesco divides its markets as such by segmenting its market into families, value seekers and health-conscious consumers by differentiated ranges and differentiated Clubcard offers.
[bookmark: _Toc220861938]2.2.4 Technological Factors
The marketing strategy of Tesco focuses on development of technology. The data analytics of the club cards help with individual offers and retention of shoppers, and the increase in online grocery has transformed the distribution and communication channels (Tesco PLC, 2023). Efficiency and availability are also increased with the use of automation and digital supply chain technologies.
[bookmark: _Toc220861939]2.2.5 Legal Factors
Tesco must adhere to rigid food safety, employment and advertising laws. The increase in minimum wages and stricter labelling standards will raise the operating expenses and restrict the opportunities of promotion (FSA, 2022).
[bookmark: _Toc220861940]2.2.6 Environmental Factors
Regulatory and consumer pressure about sustainability has compelled Tesco to undertake its carbon reduction, minimisation in food waste and sustainable packaging. Such initiatives have a long-term strategic positioning, as well as brand reputation (Tesco PLC, 2023).
[bookmark: _Toc220861941]3. Critical Analysis and Strategic Evaluation 
Economic and social factors are the most impactful external forces that influence Tesco PLC since they directly influence consumer buying behaviour and demand trends. Sensitivity to prices has risen due to the long-term impact of inflation and cost-of-living issues, and social trends like ethical consumption, health consciousness impact expectations of the value, not just the price (ONS, 2024; Mintel, 2022). These forces are mutual in the sense that they compel consumers to make trade-offs in the strategies applied by retailers to meet their needs based on affordability and quality values.
This contact has, strategically, strengthened the value-based pricing approach of Tesco and demanded the differentiation of information-based personalisation and ethical positioning. Having a high market orientation would allow Tesco to react promptly by matching the pricing, promotions and product lines with the changing customer requirements to promote competitive advantage over time (Narver and Slater, 1990). Personalisation initiated by Clubcard enhances customer loyalty to the fullest through the incurred switching costs and perceived value.
Nevertheless, PESTLE analysis has some weaknesses. It is only interested in the external environment and does not evaluate the internal capabilities and resources. Hence, it is advised to integrate it with internal models, including resource-based analysis, so that strategic choices could be externalized and internally viable at the same time (Johnson, Scholes and Whittington, 2020).
[bookmark: _Toc220861942]4. Conclusion and Recommendations 
[bookmark: _Toc220861943]4.1 Conclusion 
In this report, a PESTLE framework was used to analyse the macro-environmental forces that have impacted on the strategic context of Tesco PLC. It was found that economic and social factors have the most powerful impact, as an increase in inflation, increased price sensitivity, and increased expectations regarding ethical and healthy consumption drives it. Pricing and promotion decisions are further influenced by political and legal restricts, especially after Brexit trade legislation and social health control, and technological and environmental influences are becoming more influential in achieving customer contact and brand integrity. Together, these forces make Tesco strike a balance between affordability, differentiation and long-term sustainability in marketing strategy.
[bookmark: _Toc220861944]4.2 Recommendations
To overcome the current economic pressures on consumers, first, Tesco must further enshrine value-led pricing and price matching and growth of own-label products (ONS, 2024). Second, introducing more sustainable and healthier products ranges would react to social and environmental demands and brand confidence (Tesco PLC, 2023). Lastly, additional customer loyalty and competitive edge could be achieved through further investment in data-based personalisation via Clubcard analytics, to get offers closer to changing consumer needs (Kotler et al., 2021).
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