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Coursework: Individual Report
[bookmark: _Toc222491964]1. Introduction
Tesco PLC is one of the leading food retailers in the United Kingdom, which has been operating in the grocery and general merchandise sectors for a long time. It was founded in 1919 and from then on, the company has been serving millions of consumers through its online platform and physical stores (Tesco PLC, 2024). The primary offerings of the company include packaged groceries, financial services, digital retail solutions, clothing and fresh food. By fiercely competing with its competitors, including Aldi, ASDA and Sainsbury’s, Tesco has retained the leading market share for itself.
This report will help in conducting a situational analysis with the help of the PESTLE framework and assess the macro-environmental factors that have a major influence on the long-term organisational performance and strategic decision-making process of Tesco (Johnson et al., 2020).
[bookmark: _Toc222491965]2. Situational Analysis: PESTLE
[bookmark: _Toc222491966]Political Factors
The UK is considered to be a politically stable country, which provides a better and more predictable business environment. However, post-Brexit supply chains and trade relationships have been reshaped to a great extent. Increased import regulations and customer checks have raised operational costs for retailers depending on European suppliers (Deloitte, 2023). Governing policies regarding food scrutiny as well as competition regulations also influenced the pricing strategies of Tesco. The Groceries Supply Code of Practice helps in ensuring fair treatment between suppliers, which limits aggressive implementation of practices.
[bookmark: _Toc222491967]Economic Factors
Over the years, the UK economy has been experiencing rising interest rates, reduced consumer purchasing power and inflationary pressures. Price sensitivity has also amplified, which encouraged consumers to shift towards other discount retailers. Tesco need to, hence, balance cost control and aim at value positioning. Economic downturns are also considered to be a major reason behind the major impact on non-food sales and reduced discretionary spending (IBISWorld, 2024). However, Tesco diversified its strong private-label ranges and product portfolio to be resilient in economic fluctuations.
[bookmark: _Toc222491968]Social Factors
Consumers are getting more aware of environmental concerns, climate issues and sustainable products, which is raising the demand for ethical sourcing, health-conscious products and convenience (Mintel, 2023). Demographic shifts include diversified multicultural communities and ageing populations, which need product adaptation. Apart from this, customers are also becoming more conscious about corporate social responsibility and value sustainability, which influences brand loyalty and perception. The Clubcard loyalty programme of Tesco reflects the significance of personalised engagement.
[bookmark: _Toc222491969]Technological Factors
Technological innovation plays a crucial role in the competitive positioning of Tesco. Investment in digital platforms, automated supply chain systems and data analytics increases consumer experiences and efficiency. Digital transformation helps in enhancing customer relationship management and market responsiveness (Chaffey and Ellis-Chadwick, 2019). The online grocery services and mobile applications of Tesco help in strengthening its omnichannel integration. However, with the changes in emerging technologies, Tesco need to constantly invest in ensuring cybersecurity protection.
[bookmark: _Toc222491970]Legal Factors
Tesco need to comply with the food safety regulations, data protection legislation such as UK GDPR and Data Protection Act 201 and the UK competition law. Non-compliance with these regulations can lead to reputational damage and financial penalties. Employment legislation also has a major influence on the workforce management and labour costs. Transparency and ethical governance are crucial for gaining stakeholder trust in the long-run (Worthington et al., 2018).
[bookmark: _Toc222491971]Environmental Factors
Environmental sustainability has now become a central part of retail strategies. Carbon reduction targets, plastic waste regulations and climate change influences operational practices of the retail organisations. Tesco has committed to become net-zero carbon emissions company and work more on reducing plastic packaging to sustain its market position. Integration of sustainability into corporate strategies can be considered significant in creating shareholder value (Porter and Kramer, 2019). However, environmental initiatives might increase operational costs and improve long-term brand equity.
[bookmark: _Toc222491972]3. Critical Analysis and Evaluation
The PESTLE analysis helps in highlighting that Tesco functions within a dynamic and complex macro-environment. Legal and political factors restrain operational flexibility to some extent and also promote consumer protection and fair competition. Economic pressures help in amplifying price competition and strengthening the significance of cost leadership strategies (Grant, 2021). Porter’s generic strategies recommend that organisations need to function in a highly competitive market, hence, it needs to differentiate themselves or lead on cost for maintaining a competitive advantage. Tesco adopts a hybrid strategy, which combines value-added services and competitive pricing, such as digital innovation and loyalty schemes.
Social and technological factors help in providing both opportunities and challenges. Digital transformation helps in improving customer engagement and efficiency, and keeps it aligned with the resource-based view, which puts major emphasis on making better use of internal capabilities for responding to external changes (El Nemar et al., 2025). The strong data analytics capability of Tesco supports supply chain optimisation and personalised marketing. However, if the organisation fails in adapting to the social expectations regarding sustainability, it might weaken brand loyalty.
Environmental pressures help in encouraging long-term strategic thinking. The integration of sustainability within the operational process aligns perfectly with the stakeholder theory. It argues that organisations need to balance the best interests of multiple stakeholders to ensure sustainability and long-term success (Freeman, 2020). Tesco need to address these environmental concerns proactively by strengthening its corporate reputation and reducing regulatory risks. Macro-environmental factors are significant in shaping the strategic decisions of Tesco, from technological investments to sustainability initiatives and pricing strategies.
[bookmark: _Toc222491973]4. Conclusion
It can be concluded from the overall study that PESTLE analysis is significant in shaping the performance of Tesco, which is also shaped by shifting consumer expectations, legal obligations, sustainability demands, technological progress and economic uncertainty. Inflationary pressures and intense competition need adaptability and efficiency, while environmental and social expectations still need responsible governance. 
In order to sustain advantage, Tesco need to accelerate its digital development, strengthen post-Brexit supply chain stability, advance data-driven personalisation and expand sustainable ranges. Constant governance and environmental improvements will rebuild trust and loyalty. Systematic macro-environmental assessment helps in supporting risk management, long-term strategic growth and informed decision-making in the UK retail sector.
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