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Tesco PLC is a major multinational retailer based in the United Kingdom, deals in the general merchandise and grocery industry. Founded in 1919, Tesco has expanded to be one of the largest supermarket chains in the world with a workforce of more than 330,000 colleagues (Tesco, 2025). The company deals in a great variety of products and services such as fresh and packaged food, household products, clothes, financial services, and online shopping. Tesco is a leading brand in the UK and global markets with a solid footprint, committed to delivering affordable, convenient, and quality to its customers.
The purpose of the report is to analyse primary considerations affecting Tesco marketing decisions using a systematic situational analysis. It aims to find the effect of external environmental factors on the performance, strategy, and competitiveness of Tesco in the retail sector.
This report uses the PESTLE analysis framework, which evaluates the Political, Economic, Social, Technological, Legal, and Environmental factors which will determine the strategic marketing planning and operational effectiveness of Tesco.
[bookmark: _Toc211032254]Situational Analysis 
PESTEL is a macro-environmental framework, which assesses the influence of Political, Economic, Social, Technological, Legal, and Environmental forces on an organisation (Henry, 2021). It assists marketers in predicting the forces outside the company, associating them with strategic decisions and prioritising actions which safeguard competitive position and long-term sustainability.
PESTLE analysis
Political: The trade regulations, labour policies, and the UK government cost-of-living policies, after Brexit affects the sourcing of Tesco and its tariffs and staff costs. Pulling out of the EU has altered the trade barriers, checking of goods and tariffs, which have added more costs and supply chain complexities to Tesco when importing goods and foods in Europe (Meng, 2024).
Economic: The UK inflation is high, at CPIH of 4.1% and CPI at 3.8% in the past 12 months through August 2025 (ONS, 2025). The increasing costs of food and energy have constrained consumer spending, which forced Tesco to reinforce value pricing, increase affordable lines, and improve efficiency to remain competitive in the current economic climate.
Social: COVID-19 accelerated changes in consumer behaviour: increased online groceries purchase, increased demand on convenience and healthier/ethical food, with long-term consequences. Tesco has a large network of stores and has made investments in online fulfilment, which allows it to fill multi-channel demands, but it needs to keep on adjusting assortments to meet the needs of local populations and health/sustainability demands (English and Tobi, 2023).
Technological: E-commerce, automated distribution, data analytics and mobile applications are essential towards customer retention and cost-efficiency. The ongoing investment in online infrastructure and online loyalty (Clubcard data) at Tesco helps to provide personalised offers and home-delivery capacity, which is a competitive requirement following the pandemic skyrocket of online grocery (Tesco, 2025). Clubcard data tracking allow Tesco to tailor promotions, segment better, and price optimally.
Legal: Essential laws such as Consumer Protection Act 1987 and General Product Safety Regulations 20025 limit operational flexibility and have an impact on supplier contracts (Sharma, Jain and Pajni, 2022). Tesco has to maintain high compliance overheads as it maintains relations with suppliers in a concentrated retail market.
Environmental: There are high regulatory and stakeholder pressure on decarbonisation, plastic bag regulations and net-zero commitments & climate change policy which are essential for Tesco. The net-zero goals and sustainability programmes of Tesco are a mix of both compliance and differentiation strategies; however, they also demand capital and suppliers’ cooperation to expand down the value chain (Annual Reports, 2025).
[bookmark: _Toc211032255]Critical Analysis and Evaluation
The PESTLE analysis reveals that strategic marketing choices at Tesco are strongly influenced by external factors. Inflation and falling consumer purchasing power since 2022 have also forced Tesco to reconsider its pricing policy with in Marketing Mix (4Ps), prioritising affordability by “Aldi Price Match” and “Clubcard Prices” (Tesco, 2025). This change show how value-based marketing is important to ensure that the brand does not lose its loyalty in times when consumer spending becomes tight. The trend of healthier and sustainable lifestyles among the society has forced Tesco to develop its product strategy with more product lines such as “Plants Chef” and low-calorie foods which match the changing consumer values and the marketing concept in the society (Tesco, 2025).
Strategically, with the help of Ansoff Matrix it can be said that Tesco depends on penetration and product development in the market. The company deepens loyalty programmes and cross-sells them with the help of data analytics in its current markets. Digital transformation is facilitated by technology, particularly AI-powered inventory management and mobile app integration, which make shopping more convenient and involved with customers as per their post-pandemic shopping behaviours (Financial Times, 2025).
It is critically argued by Henry, (2021) that, the cost of legal compliance, environmental requirements and political unpredictability restrict the flexibility of expansion. Environmental pressures require investments in long-term sustainability sourcing and net-zero operations, which, despite being reputationally advantageous, can squeeze short-term margins. Moreover, the appearance of more competitive discount retailers, such as Aldi and Lidl, makes the strategic differentiation, i.e. segmentation, targeting, and positioning (STP), based on quality, trust, and omnichannel service rather than merely on price, more important (Meng, 2024).
Overall, Tesco is sensitive to the macro-environment forces which indicate its strategic flexibility but show its dependence on the regulatory and economic stability. The key to sustainable success will be a balance between short-term competitiveness and long-term innovation and environmental responsibility which ensures corporate purpose and consumer expectation are aligned.
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In conclusion, the PESTLE analysis demonstrate Tesco is operating in a highly dynamic retail market which influenced by economic cycles, regulatory and shifting consumer behaviour. The pricing flexibility, product mix and technologies investments have enabled the company to be flexible and prevail in the UK grocery market. To stay competitive, Tesco is advised to continue its expansion of its digital and sustainable programmes and enhance the visibility of its supply chain and invest in the utilisation of data to promote its products on a personal basis. The Tesco operations align with the social and environmental requirements by enhancing cooperation with local suppliers and increasing the speed at which the process of environmentally friendly packaging occurs. 
Reflectively, strategic marketing planning required a situational analysis such as PESTLE. It assists organisations to anticipate the external forces and opportunities, and make prudent decisions which lead to profitability and with a sense of social responsibility to guarantee long term success and adapt to the market and consumer trends.
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