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CAN TESCO HOLD ON TO ITS CUSTOMERS?
[bookmark: _Toc4452959][bookmark: _Toc5366745]Executive summary


Tesco has been on the British retail Market for a century and now has to face a massive change in the customer’s habits of consumption. It is important for Tesco to acknowledge and identify this change and adapt to the new demand.
Also the competitors are trying hard to overcome Tesco through mergers and Tesco should think about identifying a company or small group to partner with and overcome the competition and widen its customers reaching.
The Brexit deal will have an impact on the Tesco can do concerning its assets abroad and the relevancy of its presence in continental Europe but also the relationship with its European suppliers and the cost effect. 

Also, the recommendations to consider are about: 
· The land assets 
· The online shopping to reduce the presence in the shops
· The focus to put on the local shop to remain close to the everyday shopper
· The economic effect of the Brexit deal on Tesco (whichever the outcome)
· The Relationship with opponents and possible merger or absorption.
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[bookmark: _Toc4452961][bookmark: _Hlk5137791][bookmark: _Toc5366747]1.0 Introduction
[bookmark: _Toc4452962][bookmark: _Toc5366748]1.1 Portfolio Tesco
Tesco is unrecognisable from its humble beginning as a stall in London to the turn of the century as an international group with shops across the globe. 
Tesco has developed over a century from a stand in London then selling tea, then developing its brand and own products. 
They are now selling food, clothing, electric goods, household goods, banking services, petrol. Apart from petrol, all the rest can be purchased both in store and online. However the furniture line has recently disappeared from the website. 
It also offers a reward system to thank people for shopping with them and creating a need to come back to cash out the points gained from the previous purchases as a discount on the next one. 

[bookmark: _Toc4452963][bookmark: _Toc5366749]1.2 Historical context and problem solving in the past
In 1919, before it had the name of TESCO, the company was first a stall in London selling affordable food and tea, then in 1929 the first shop was opened and the expansion plan started as early as 1930.
In the 40-50s, the first self-service appeared along with stores and supermarkets and a bigger range of products.
In the 60s, competitors appeared (other chains) and when Tesco decided to sell household goods, they had to offer a lower price.
At the same time, the superstores appeared (1963) and to keep the customer coming back, Tesco created its first reward system with stamps.
Since 1970 you can also go to Tesco petrol stations.
In the 80s, the competition was fierce and Tesco had to cut prices on 1500 products by 3 to 26% to keep their clientele. Tesco was profitable and was offering the consumers to eat healthy and quality products. It started a campaign for healthy eating and involvement in the community to create attachment to the brand and silence the detractors saying there were just making money and not green enough. 
In the 90s, Tesco developed its chain of local store to be closer to the customer, those who could not reach the supermarkets. It killed the small business competition, offering also the electric appliance goods and the message “every little help”. They also install a policy of minimum queue system “one in front” cutting the queue by 45% to make the shopping experience more enjoyable.
In 1995 the loyalty “clubcard” was launched to make the customer loyal and thank them for it. This new loyalty card gets more than 5 million subscriptions over this first year.
That year is also the year of a massive international development strategy, allowing Tesco to overtake Sainsbury’s in market share that year.
In 1997 Tesco also developed its new finance services with a savings account.
In 1998, the “Finest” collection products was launched. It prevented comparing this product to any other available in the competition since it was their own products. Same thing was done with the Clothing products in the years 2000s.
Also in the years 2000s, as all the shops started offering loyalty cards, Tesco decided to double the points shoppers could gain to mark their difference and keep an advantage.
It was also the time when the online shopping site was introduced aiming to reach a new type and a wider range of customers.
In 2010, with the launching of the strategy “putting the customer at the heart of everything”, Tesco was offering more banking services by developing the mortgage offer, killing gradually the physical bank agencies. 
In 2018, following the merger with wholesaler Booker Group, the new message sent was “greatest tasting food at the lowest possible price”. It was arriving as the opponents Lidl and Aldi were massively developing and with the threat of the merger of Sainsbury’s and ASDA.
In January 2019, the Mission statement is “put affordable food in the reach of everybody”. Tesco needs to meet the customers’ expectations to avoid their disappointment and leave for competition.
[bookmark: _Toc4452964][bookmark: _Toc5366750]2.0 FINDINGS
[bookmark: _Toc4452965][bookmark: _Toc5366751]2.1 Current problem Tesco is facing
[bookmark: _Toc4452966][bookmark: _Toc5366752]2.1.1 Nature, scope and impact

Tesco has become the biggest brand and present on the market for over a century. It now has to take into account the growing competition and its two nearest opponents (Asda and Sainsbury’s) are thinking about merging.
Tesco has to adapt the products lines to the consumers’ needs. They also have to keep their prices low to face the competitors. That’s why those last nine months they started cutting costs by closing departments and looking at the middle management position staff.
Customer’s taste is changing and they are no longer loyal to the brands and prefer to buy wherever they can find cheaper.
The uncertainty of the supply chains for the products imported from the European counties due to the Brexit put a pressure on Tesco’s activity.
Tesco needs to refocus on their brand, name, products and clientele.




[bookmark: _Toc4452969][bookmark: _Toc5366753]2.2 Analysis of the problem 

SWOT and PESTLE are business analysis tools that can be used to help and identify the situation a company is facing with its strengths and weaknesses.
[bookmark: _Toc4452970][bookmark: _Toc5366754]2.2.1 SWOT

SWOT: stands for Strengths, Weaknesses, Opportunities and Threats. 
This is the analysis of the events a company can face. It can enable the company to know the Strengths it can rely on, be attentive/careful and aware of its Weaknesses as well as the Threats that can overshadow the results of the company and allow to identify the Opportunities available to develop or transform its activity. Once all of these are identified, Tesco can make the choices necessary to adapt to the Market changes.
The Strengths and Weaknesses are elements internal to Tesco whereas the Opportunities and Threats are external to the company.
Strengths: Tesco has now been present on the UK Market for over a century. People grew with a Tesco store next to their house. Also they are everywhere on the territory with variety of shops, from the little local Tesco Extra to the big store with Tesco supermarket. Tesco has developed its own brands and full range of products and people enjoy these of products. Tesco is striving to keep prices low but quality high. Loyalty is rewarded with the Tesco ClubCard, it is an asset as the customer collects points that he can claim back into pounds discounted from the next checkout.
Weaknesses: The customers’ taste and their consumption habit are changing fast. Tesco struggles to ally keeping up with the tastes and keeping the prices low to satisfy the customers. The number of shops and their employees in store across the country is a massive cost and has to cut down some of their activities by closing some of the departments like deli and fish but also looking at the middle management positions.
Opportunities: The customer’s mass digitalisation is an opportunity for Tesco to sell its products online to a growing number of customers. It will help to cut the costs. Tesco can think about developing all the activities online like its Tesco financial services.
Threats: The competition is fierce and Aldi and Lidl are growing fast. The potential merger of Asda and Sainsbury’s is also looming. Tesco can lose its customers who are more and more to turn to the competition. 

[bookmark: _Toc4452971][bookmark: _Toc5366755]2.2.2 PESTLE
PESTLE: stands for Political, Economic, Social, Technological, Legal and Environmental.
This is an analysis designed to observe all the external factors that can influence a company. They are also called macro environmental. For Tesco group, the factors are as follow:
Political: Following the Brexit vote and depending on the result of the negotiations to leave the European Union, the political relationship between the UK and the rest of Europ will have an effect on the purchasing power of citizens. Tesco will have to adapt to this new political matter of fact
Economic: Brexit will have a huge impact on the British economy. Many companies are already leaving the British Market, some of them Tesco’s suppliers. The ones that do not leave the British Market may have/decide to raise their prices following the change in the Currency exchange and power of the British pound. Also, if the customer loses their purchasing power, they might start looking for a better deal to save money which means turning their back on bigger brand stores such as Tesco and to turn towards competitors like Lidl or Aldi. 
Social: The rise in computer literacy, popularity of the internet and smartphones has meant customers are able to easily compare prices quickly and effortlessly between competing Supermarkets. They are savvier and won’t hesitate to go from one provider to another. This change in consumption habits makes them less loyal to their local store and easily going to/moving toward the cheapest fare offered by the competition.
Technological: Tesco has to adapt to the modern world. A growing part of the population now lives fast and does not have time to go shopping in store. The companies, aside from their shops, had to develop their online shopping offer to match these busy shoppers’ schedule. Even when they come in store, they don’t want to queue and the shops developed the self-service and self-checkout technology where you can scan your items, proceed to the payment and pack your shopping basket yourself.
Legal: All the legal decisions that can be taken in term of food and safety and general trade regulations can impact Tesco’s practice. 
Environmental: These are the factors like climate change, carbon footprint, waste disposal… The weather might mean a poor crop then a shortage of fruit or vegetable. Tesco will have to get alternative products from in-house growth or foreign countries from which will result a rise in the price offered in store.

[bookmark: _Toc4452972][bookmark: _Toc5366756]2.2.3 Stakeholders analysis
The stakeholders are the persons or groups (supporters or detractors) having an interest in a company (its growth or decline). These can be internal or external to the company.
For Tesco group, some of the stakeholders are: 
-Internal: the CEO, the employees, unions.
or
-External: the competitors (Lidl and Aldi mainly), the customers (who can chose to stay loyal or change shop, make or break a new Tesco product launch), students (always looking for the cheapest, easiest way to eat and respect their tight budget), vegetarian or meat eaters, healthy eaters and green sustainable group pressure (looking at all the labels and need to source the product and trace its provenance), the person subject to food allergies, the shareholders (deciding to invest their money in Tesco or not), the suppliers (who can change their commerce condition and fare anytime or decide to close their company or to stop supplying Tesco for a competitor or ethic reason), UK politics (deciding the regulations about the transport, health and information to provide to the consumers), European Union (impacting the rate for the products purchase of European products and rules in the exchanges), the charities (benefiting from Tesco regular actions contributing to their social image), the towns (benefiting from Tesco Business rate and its employment of residents), the Regions, the Lettings agencies (renting or selling the land, building), banks (lending Tesco money to support its economic growth), The Stock Exchange (observing the fluctuation on the Market), the Queen (as Tesco sells products having the appointment of the Queen), the comparison websites (price and quality observation and comments) and so many more.
All of the stakeholders mentioned earlier have an interest in the changes occurring to the company. Therefore, Tesco needs to be aware of who they are and pay attention to the biggest, strongest stakeholders who can heavily impact the company growth. 
In 1981, Mendelow identified the level of interest and power (high or low) each stakeholder can have in the company. He classified the stakeholders in a framework (cf appendix).
Of course the customers across the country who try to shop wisely, those with a tight budget, those who remain loyal to the brand are important and Tesco is also multiplying the initiatives to show its interest and welfare for the local community (computers for schools). However, with the Mendelow framework, Tesco can see a hierarchy in the stakeholders and determine who to address to first to get their support. They can be categorized as following:
-The High power/High interest stakeholders are the big shareholders who can decide to withdraw their confidence and their investments, which would stop any new acquisitions for the group.
-The High power/Low interest stakeholders are the towns who can refuse the company to settle depending on the town’s development plan. 
-The Low power/Low interest stakeholders are the individual customers who are numerous but taken individually, Tesco group would not notice he’s not shopping anymore.
-The Low power/High interest stakeholders are the suppliers who are financially tied to Tesco if it is its biggest client. 

[bookmark: _Toc4452973][bookmark: _Toc5366757]2.2.4 Analysis of the causes with the five whys
The idea of the “five Whys” (5W) is to go deeper in the analysis to find why things happen, not on the surface but the real causes undermining. You have to ask a question related to the business starting with “Why” then following the answer, ask again “why” then “why” then “why” again and “why” a last time. From this questioning, factors that were unaware of, unexplored or disregarded should emerge.
1st -Why is Tesco losing its customers? 	> Because the customers are not loyal anymore.
2nd -Why are customers not loyal anymore? > Because they are more adventurous.
3rd-Why are they more adventurous? Because they have access to new products.
4th -Why do they have access to new products? > Because of the internationalisation of the market.
5th -Why is there an internationalisation of the market? > Because of the common market within the European Union that favoured the trade among the European countries to find different products and best prices.

1st -Why is Tesco losing its customers? 	> Because the customers are not loyal anymore.
2nd -Why are they no longer loyal? > Because they can compare prices.
3rd -Why do they compare prices? 	> Because comparison websites were emerged.
4th -Why were comparison websites created? 	> Because the customers wanted to shop wiser.
5th -Why do the customers wanted to shop wiser? 	> Because their purchasing power dropped.

From these two examples of 5Ws, it can be seen that the Purchasing power has to be taken into consideration by Tesco since it is in the heart of the customer’s preoccupations. Also Britain’s withdrawal from the Common Market is a great concern and will have an impact on any financial decision Tesco can make regarding its partnership and relationship with the European suppliers or its presence in other European countries. Other 
[bookmark: _Toc4452974][bookmark: _Toc5366758]3.0 Conclusions 

It can be noticed that Tesco has developed his activity all along the twentieth century. In 2019, now a century old, Tesco Group needs to reinvent itself, modernize its services to remain attractive for the customer.
The competition is fierce and international. Also the current British political could impact Tesco’s future.
The customer’s habits change fast. Everything changes fast, including their taste so what they fancy today, they won’t tomorrow or they might follow trends and want newer products. It is the case for electronic and electric goods, clothes, furniture and kitchenware. 
Also, you need to consider the customers with a tight budget and be able to provide cheapest products on the market without the quality of the products to make they feel like wise consumers. 
There is a growing pressure on retailers to keep prices low as the consumer wants to keep reducing its spending to spend their money on leisure rather than utilities.
[bookmark: _Toc4452975][bookmark: _Toc5366759]4.0 Recommendations

-Tesco could think about checking its lands assets and downsizing by selling its possessions and renting. 
-Downsizing the shops to promote online shopping and home deliveries or in store drive through (Click and collect) might be of interest.
- Tesco should keep its local presence for the little shoppers and stay visible in the community as an indispensable service. 
- Tesco should not wait for the Brexit definitive negotiations and start foreseeing what to do in case of hard or soft Brexit exit and all the solutions in between.
- It could be interesting to see if any merger could be considered as beneficial for the future of the company.
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Power/Interest Matrix (adapted from Mendelow 1981) 

[image: Image result for power interest mendelow matrix]
A-The Low power/Low interest stakeholders :individual customers.
B-The Low power/High interest stakeholders : the suppliers.
C-The High power/Low interest stakeholders : the towns.
D-High power/High interest stakeholders : the big shareholders.

Addendum: a problem on my programme prevents me from uploading my version with the information on the matrix.
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