

Content Page

1.0 Introduction	2
2.0 Tesco Plc	2
3.0 PESTEL	2
4.0 SWOT	4
5.0 Porter's Five Forces model	5
6.0 Porter's value chain model	7
6.1 Main activities	7
6.2 Supporting activities	8
7.0 Conclusion	8
8.0 References	9


[bookmark: _GoBack]













[bookmark: OLE_LINK2]
[bookmark: _Toc23457]1.0 Introduction 
An audit report is a document prepared by a certified public accountant or an independent auditor based on the conclusions drawn from his or her audit of the financial position, business activities and internal control procedures of a particular organisation. The audit report usually includes an opinion as to whether the financial statements of the audited organisation give a true and fair view of its financial position and results of operations. Audit reports are written for the following main purposes: to provide an independent opinion, to safeguard the transparency and reliability of information, and to promote corporate governance (Lewis, 2023).
[bookmark: _Toc32464]2.0 Tesco Plc
The global economic situation is affected by a variety of factors, including international trade, monetary policy, and geopolitical conflicts. In recent years, the global economy has been facing many challenges such as increased trade friction and the impact of the new crown epidemic on the global economy (GILES, 2023). For the food retail industry, the global economic situation will have several impacts, such as consumer confidence, cost pressures, instability in the global economic situation may lead to fluctuations in the price of raw materials, changes in exchange rates, etc., which will have an impact on the cost of the food retail industry, which in turn will affect the profitability of the companies (OECD, 2020).

Tesco Plc is a well-known multinational retailer based in the United Kingdom and was founded in 1919. As one of the largest retailers in the world, Tesco has supermarkets, convenience stores, and department stores in several countries and regions. The company focuses on a wide range of goods such as food, groceries, electronics, home furnishings, etc. Tesco is known for its economies of scale and supply chain management, and is committed to providing diverse, high-quality products at affordable prices to consumers (Wikipedia contributors, 2024).

[bookmark: _Toc12298]3.0 PESTEL
PESTEL analysis is a methodology used to assess the impact of macro-environmental factors on an organisation or industry.PESTEL stands for the six dimensions of political:, economic, social, technological, environmental, and legal.PESTEL analysis helps organisations to gain a more comprehensive understanding of the challenges and opportunities of the environments in which they operate, by systematically looking at these external factors. This approach can help organisations develop strategies, risk management and decision making to better adapt to environmental changes and exploit external factors (Bush, 2024).

For politics, political factors include the impact of government policies, stability, and regulations on businesses. Changes in government policies may lead to market uncertainty and political stability has a significant impact on business operations and investments. For example, the UK's exit from the European Union has created uncertainty in Tesco's supply chain and international trade, with 330,000 fewer workers in the UK as a result of the UK's exit from the European Union, which has particularly badly affected sectors such as transport, hospitality and retail. Labour shortages have increased inflationary pressures in the short term and further limited potential growth (O'Carroll, 2023).

For the economy, economic factors include the impact of inflation rates, interest rates, and exchange rates on businesses. Economic growth, consumer confidence, and employment rates affect business sales and profitability. For example, the shock of high interest rates in the UK has begun to be felt, with the annual increase in the Consumer Price Index (CPI) falling to 4.6%, the lowest since October 2022, from 6.7% the month before (Financial Stability in Focus, 2023). When the economy is in good condition, consumers' purchasing power increases, which favours Tesco's sales growth. However, a recession may cause consumers to tighten their spending, affecting the company's profitability.

For society, social factors include demographics, cultural values, and consumer preferences. Understanding social trends can help companies to adapt their products and services to market needs. Changes in consumer preferences and shopping habits can affect Tesco's product positioning and market strategies. For example, since 2018, Tesco has reduced 51.9 billion calories, decreased sugar content by 7.8% from the 2015 benchmark, decreased salt content by 0.1% from the 2015 benchmark, and increased fibre content by 14.8% from the 2015 benchmark (Murphy, 2021). Social trends also have a significant impact on a company's brand image and social responsibility.

For technology, technological factors include the impact of technological developments and innovations on companies. Technological advancement may change the industrial landscape and create new business opportunities, and companies need to continuously update their technology to maintain their competitive advantage. Technological factors are particularly important for Tesco Plc. E-commerce competition has intensified and Tesco needs to invest more in its online business to compete with its competitors. For example Tesco has increased its investment in its online business to meet the growing demand of consumers to shop online. This includes expanding its online shopping platform, increasing delivery efficiency and improving the user experience (Mari, 2021). With the advancement of technology, the application of e-commerce, data analytics, supply chain management and other technologies will profoundly change the traditional retail business model.Tesco will need to keep updating its technology to improve efficiency and customer experience.

For the environment, the environmental factors include climate change and the impact of sustainable development on the business. Businesses need to focus on environmental regulations, reducing carbon emissions and promoting sustainable development. For the environment, environmental factors include the impact of climate change, environmental regulations on Tesco.Tesco needs to focus on environmental issues, reduce carbon emissions, drive sustainable sourcing etc. to meet consumer demand for environmentally friendly products. Since 2019, Tesco has removed 2bn pieces of plastic. This includes reducing the use of single-use plastic bags, promoting reusable shopping bags and reducing packaging (Makortoff, 2023).Tesco needs to push forward environmental initiatives such as plastic reduction and waste reduction to meet consumer expectations.

For legal, legal factors include regulations, regulatory environment, and consumer protection. Companies need to operate in compliance and adhere to relevant regulations to avoid legal risks. Changes in regulations in the UK retail industry may have an impact on Tesco's business model and costs. For example, in the UK, Tesco (Tesco) has been criticised in the past for underpaying some of its employees due to payroll errors (Pereira, 2023). The legal factors are related to the laws and regulations related to the retail industry, consumer protection, competition regulations, etc. Tesco needs to comply with the regulations to ensure that it operates in a compliant manner and avoids legal risks.

[bookmark: _Toc27639]4.0 SWOT 
SWOT analysis is a method used to assess the strengths, weaknesses, opportunities and threats of an individual, organisation or project. This method of analysis helps people to better understand their own situation or that of the environment in which they operate, so that they can develop more effective strategies and decisions.

For strengths, it refers to the positive characteristics and resources that an individual, organisation or project has within it, such as expertise, good reputation, financial strength, etc. Tesco has built up a strong brand image and is known for quality products and affordability.Tesco is one of the largest retailers in the UK, with a broad customer base and a reputation for quality branding. According to Brand Finance, Tesco's brand value is approximately $25 billion as of 2023, making it one of the most valuable retail brands in the UK (Statista, 2023). This has earned the company a loyal customer base and has helped Tesco to become a reputable and reliable brand.

For disadvantage, it refers to disadvantages or constraints that exist within an individual, organisation or project, such as lack of certain skills, financial difficulties, etc. Tesco is one of the largest grocery retailers in the UK. As of April 2023, Tesco's market share in the UK grocery market is approximately 27% (Statista, 2023). This makes Tesco's over-reliance on the UK market not only limits its potential for growth and expansion into other markets, but also makes it vulnerable to changes in consumer preferences and shopping habits.

For opportunities, it refers to factors in the external environment that could be beneficial, such as market growth and the application of new technologies. Tesco can improve margins and compete better with other grocery retailers by offering high-quality, affordable own-brand products; Tesco's own-brand range 'Finest' has grown by 6 per cent in the last 12 weeks, particularly in crisps, fresh meats and chilled convenience foods (Bokaie, 2013). Bokaie, 2013). Own brand products also help Tesco to better control its supply chain and stock, leading to more agile and responsive operations.

For threats, factors in the external environment that may cause harm to individuals, organisations or projects, such as increased competition, changes in regulations, etc. Tesco faces stiff competition from other major grocery retailers such as Sainsbury's and ASDA, as well as discount shops such as Aldi and Lidl. As of April 2023, Tesco has a market share of approximately 27 per cent of the UK grocery market. It is one of the largest grocery retailers in the UK and is known as the 'Big Four' along with Asda, Sainsbury's and Morrisons (TESCO, 2024). This could lead to price wars, falling margins and loss of market share. Online retailers like Amazon have entered the grocery market, potentially stealing market share from Tesco's online delivery service

[bookmark: _Toc10641]5.0 Porter's Five Forces model
The Five Forces Model proposed by Michael Porter is a management tool used to analyse the competitive environment of an industry and helps to assess the attractiveness of the industry and the intensity of competition. The model consists of the following five dimensions: the threat of potential competitors, the negotiating power of suppliers, the negotiating power of buyers, the threat of substitutes or alternative services, and the degree of competition among existing competitors (Poter ,1979). By analysing these five forces, a firm can better understand the industry environment in which it operates and thus develop a competitive strategy accordingly.

For the threat of potential competitors, the threat of new entrants to Tesco is analysed. For example, ASDA is another British hypermarket chain that also has a comparable market share to Tesco (Great Britain, 2023b). Although ASDA's ownership has been transferred from Wal-Mart to the billionaire Issa brothers, its expansion plans could pose a threat to Tesco's market share.Tesco needs to keep a close eye on these potential competitors and take steps to maintain its competitive position in the global market.

For supplier negotiating power, check the relationship between Tesco and its suppliers. If a small number of suppliers control the supply of products, they may be able to influence price and quality.Tesco works with 2,500 suppliers in the UK and many more abroad. This large network of suppliers makes it difficult for a single supplier to exert influence over Tesco. Because so many suppliers are willing to work with Tesco, it is difficult for them to co-ordinate prices and terms (Grocer, 2023).Tesco's supplier bargaining power is relatively low, but the company needs to maintain good relationships with its suppliers to ensure continued co-operation and supply chain stability.

For buyer bargaining power, consider the relationship between Tesco and its customers. Customers may put pressure on prices if they have more choice, for example through online channels or other retailers.Tesco's buyer bargaining power depends on the number of its customers and the volume of their purchases. If the number of purchasers is low but the purchasing volume is high, their bargaining power over Tesco will increase. In addition, if the purchasers can easily switch to other retailers then their bargaining power will also increase. The retail sector is highly competitive and consumers are very price sensitive (Gazetteterrymurphy, 2023). If Tesco's prices are too high, consumers can easily switch to other retailers. Therefore, consumers have high bargaining power over Tesco.

For the threat of substitutes or alternative services, study the alternatives to the products sold by Tesco. For example, the growth of the internet and e-commerce has changed the retail landscape. Online retail platforms such as Amazon, eBay and Alibaba offer a wide selection of products, a convenient shopping experience and worldwide delivery services (Mole, 2021). Whilst Tesco Plc has a strong position in the traditional retail sector, it will need to continue to adapt and innovate to remain competitive as technology and consumer demands change.

For the level of competition among existing competitors, Tesco's competitive position in the retail market is analysed. For example, Tesco faces competition in the UK from retailers such as Sainsbury's, Asda and Aldi. As of October 2023, Tesco and Sainsbury's together hold a 42.2 per cent share of the retail market in the U.K. (UK Supermarkets, n.d.) Tesco Plc needs to keep a close eye on the dynamics of these competitors and formulate an effective strategy to remain competitive.

[bookmark: _Toc15378]6.0 Porter's value chain model
Porter's Value Chain Model is a framework proposed by Michael Porter, a famous management scientist, to analyse how activities within a firm create value (Porter, 1985). The model divides the activities of a firm into two categories: support activities and primary activities, where primary activities include: internal logistics, production operations, marketing and sales, and after-sales services. The supporting activities include: purchasing, technology development, human resource management, and infrastructure. Through in-depth analysis and optimisation of the internal activities of a company, it is possible to find out which parts of the process can reduce costs, increase efficiency or create unique value, thus achieving competitive advantage.

[bookmark: _Toc1112]6.1 Main activities
For internal logistics, it includes raw material acquisition, storage and distribution. For example, Tesco's intelligent and flexible inbound logistics function demonstrates its overall cost leadership management strategy (Chan, 2024).Tesco is able to achieve rapid distribution of goods and reduce inventory hold-ups through its efficient logistics system.

For manufacturing operations, which covers the process of producing a product or providing a service, Tesco is mainly a retail business and manufacturing operations include merchandise procurement, inventory management and shelf display. For example, Tesco has spent more than £76 million to optimise its operations through a programme called Tesco Digital, which allows Tesco to improve product turnover and reduce out-of-date and wasted items by optimising shelf displays and stock management (Admin, 2021).

For marketing and sales, activities used to promote, market and sell products or services.Tesco is good at using promotions, memberships and advertising to attract consumers. For example Tesco offers loyalty programmes to customers through its IT department such as the Tesco Club card (Carroll, 2023).

For after-sales service including after-sales customer support, maintenance and warranty services.Tesco focuses on after-sales service including return and exchange policy, customer service hotline. For example, Tesco provides friendly and convenient after-sales service which builds good customer relationship and enhances user loyalty.

[bookmark: _Toc18198]6.2 Supporting activities
For procurement, the activities involved in acquiring raw materials, equipment and services.Tesco achieves cost savings and quality control through economies of scale effects and supply chain management. For example by using its market position and economies of scale as a negotiating tool, Tesco obtains lower costs from suppliers (Sarkar, 2021).

For technology development including research and development, technological innovation etc. Tesco actively invests in technology development such as e-commerce platforms and data analytics. For example, Tesco enables online sales and personalised recommendations through digital technology to enhance user experience and sales (Mari, 2021b).

For human resource management, it covers activities such as employee recruitment, training, and motivation. esco is committed to training employees, providing good benefits and career development opportunities. For example, Tesco has built teamwork and improved efficiency and service quality through employee training and motivation programmes (BRIDGE, 2020).

For infrastructure, it involves infrastructure support such as business management, finance, planning etc. Tesco has established a sound business management structure and financial management system. For example, Tesco maintains a sound financial position through effective financial planning and cost control to support the sustainable development of the business (Hua & Byfield-Green, 2024).

[bookmark: _Toc6999]7.0 Conclusion
The analysis of the article identifies five key issues facing Tesco Plc: changes in customer demand, increased competition, efficiency in resource utilisation, financial performance and the impact of global economic uncertainty on the business. These issues have a direct impact on the supermarket's current and future competitive advantage and need to be taken seriously. Based on these findings, I make the following three recommendations: Strengthen market research and customer demand analyses, and adjust product mix and services in a timely manner to meet changing market demands. Enhance the efficiency of supply chain management to reduce costs and enhance the efficiency of resource utilisation to cope with increased competition and economic uncertainty. Strengthen financial risk management and actively develop new profit growth points to counteract the financial risks associated with global economic uncertainty.
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