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				       EXECUTIVE SUMMARY 		

			
The purpose of this report is to discuss problems, its nature, scope and impact Tesco’s facing and the tough time for the business.
 “The food industry has become the most competitive trade in the Country “(Sir J.Cohen, July 1959).




















1.0 TERMS OF REFERENCE


The objective of this report focuses on why Tesco was suffering and how the big retailer attempted to solve its problem. With strong competitors as Aldi and Lid’s, Tesco is facing a tough  time and trying to re –establish dominance by introducing healthy and affordable quality goods at low prices.

The report was requested on the 6th March 2019 by the C.E.O of Tesco. The report is required for submission on 29th March 2019.

The problem that Tesco faces is competition from other supermarkets and pressure from Stakeholders.

The report has been completed by the consultant Laura Bucurean.


















2.0  PROCEDURE


2.1 The procedures adopted in preparing this report are based on research from dozen blog posts, websites and journals, books and from amazing experts.
These sources will be utilised within the report investigating and providing supporting evidence.























3.0  FINDINGS

3.1 Introduction of Tesco’s history 

Tesco started life in 1919 when Jack Cohen son of a polish Jewish tailor started selling groceries from a stall in the East End of London. Tesco brand first appeared in1924 and the name was taken after Jack bought a large shipment of tea from TE Stockwell.  The labels were made from the two business partners TE Stockwell and CO from the founder Cohen.
The mission was to set out to “Put affordable food in the reach of everybody” .(Tesco.com 25/01/2019).
Tesco‘s first store was opened in 1929 in Brunt Oak Edware with expansion in the1940’ and 1950‘s when developed first self service stores and supermarket to offer customers larger variety of products.
In 1974 the company started selling petrol and its annual turnover reached one billion pounds in 1979 and became the largest retailer in UK.

Tesco was build into one of the world’s largest and successful retailers. Sir Terry run the   business “too hot “maintaining profits through recession by saving cost and not investing in the stores. The arrival of the new Chief Executive on board stopped some of the business decline.
Tesco mainly used strategies to build customers loyalty. 
Introducing loyalty scheme strategy Tesco Club card launched and attracted million of customers. Couple of years later Tesco entered the financial services offering saving accounts, however the big change came in 2000 when Tesco launched their online shopping site.
Tesco expanded its portfolio by adding cloths to its sales creating F & F (Florence & Fred) trend developed with range to attract younger shopper and increase desire for fashion.
 In 1980’s Tesco enter a new “vision “stage for the business by offering not just affordable products but encouraging customers to think about healthy eating and buying high quality goods. Introducing "farm brands" as adding to the value for money it is offered to consumers.
Tesco have made major changes in public lifestyles by introducing “Healthy Eating “products to meet consumers requirements.
Clubcard was Tesco's silver bullet for more than a decade but Clarke has admitted that the company needs to improve its dialogue with customers; if you listen to their message and satisfy their needs they will be back in the next day.
Customers trust is the most vital thing with a retailer and by gaining this is meant providing low prices and getting the best deal.

Providing low prices rather than short term promotions which confuse customers is one of the organisations plan, but on the other hand offering promotions will help to boost commercial income which will support Tesco’s balance sheet.

In 2010 Tesco launched “Putting the customer at the heart of everything “strategy under the initiatives such as Tesco Value, Tesco Mortgages linked to Clubcard rewards, investing in local communities, free fruit in store in an aim to change eating habits and introducing fresh food brands launched to support healthy eating at low prices. (Problem Solving and Decision Making-Study Case 2019).
 “The Scan as You Shop” service was introduced in 2012 allowing customers to scan products as they walk round the store, and keep track of how much they are spending. 
The idea of Tesco merging with wholesaler Booker which has its own discount branded products could bring great advantage enabling Tesco to lower their prices and compete with Aldi and Lid’s.













3.2 TESCO’S PLAN ,communication and monitor ATTEMPTS TO SOLVE ITS PROBLEMS
      
In 2015 Tesco reported the biggest loss a retailer has suffered in the country’s corporate history with a £6.4 billion statutory pre-tax loss;”a rare failure from the world's third largest retailer.” (The Guardian 2019 https://www.theguardian.com/business/2011/apr/19/tesco-uk-problems-analysis. [Accessed 03 March 2019;17:30].
The decline was the result of the major decrease in value of its portfolio, resulting in closing 43 stores across UK and the decrease in sales by 60%.It was a disappointment on every level for having low prices and failure of leadership pushing out many senior executives “not for the better”.
It has been “a very difficult year for Tesco”. This reflected deterioration in the market as a result of consistent competitiveness and result of strong competition from discount retailer. Tesco’s Chief Executive “had a mountain to climb “to reverse this decline and agreed a plan to pay towards its debts using the trustees pension scheme.
Today “Britain’s biggest supermarket group is understood to be working on a secret plan to develop a new discount grocery chain to take on cut-price chains Aldi and Lid’l (The Guardian. 2019 https://www.theguardian.com/business/2018/feb/11/tesco-planning-discount-chain-to-take-on-aldi-and-lidl). [Accessed 02 March 2019; 20:40].
Tesco’s plan is to develop a separate brand that would match the German discounters on price to drift of customers away to the cheaper rivals. This will consist in offering more limited range of products by selling household gods at lowest prices.
The retailer has hired advisers from Boston Consulting Group to work on the new project to “develop new formats to better serve customers.”
The Britons were encouraged to shop around groceries as Aldi and Lid’l after the recession when the food prices had gone up, and now Tesco is trying to ”re-establish dominance in the face of the stiff competition”.
Tesco monitored foodstuffs and products by bringing ethics to the aisle using code of conduct; where customers spending power force producers to improve workers standards. (https://www.independent.co.uk/news/uk/home-news/tesco-to-bring-ethics-to-the-aisles-1271860.html Accessed 20 March 2019; 14:20].
The decision of cost cutting plan resulting in reduction in fish, meat and deli counters affected 9,000 jobs.

Tesco improved communication with suppliers by sharing common ideas and challenges to drive sustainability supplying with products that customers enjoy. 
“Working closely with my customers and suppliers to share best practice and support innovative behaviour is important” (D. Read - Molson Coors Brewing Companyhttps://sustainability.tescoplc.com/sustainability/sourcing/topics/farming/tesco-supplier-network/ Accessed 21 March 2019; 16:40].

























3.3 NATURE, SCOPE AND IMPACT OF THE CURRENT PROBLEMS FACING TESCO

One of the "immediate team objectives" set out by Clarke is for the UK to be "strong and growing"(The Guardian. 2019https://www.theguardian.com/business/2011/apr/19/tesco-uk-problems-analysis. [Accessed 03 March 2019;17:30].)

Tesco’s biggest problem is losing leadership and customers due to continued shift in customers shopping in Aldi and Lid’l. Customers shopping methods have changed rapidly. Some shoppers are choosing a daily shop then weekly which benefits more Aldi and Lid’l.
Another major problem that hit the superstores is the increased number of customers that are spending on takeaway foods and more online food shopping. Online apps and the fact that the shopping can be done and delivered at home had a major impact on Tesco.
Tesco tried the discount route, but it has been abandoned as the management at that time feared that the idea might weaken the main brand. “Discounters work in a fundamentally different way, and it can be hard to change the store management’s philosophy”.
Tesco boss Dave Lewis said at the conference about Tesco’s full year results - “we are protecting our shoppers from inflation, we don’t welcome inflation – but the reality is there is pressure there. But we’re passing on less inflation into the marketplace than any of our competitors." (Campaign April12 2017); also has admitted that the post-Brexit landscape is leading to price pressure and it would still do everything possible to maintain low prices for its customers.
The inflation was felt in the grocery sectors as fewer items being sold on promotion before the base prices gone up and Tesco made further reduction on proportion of goods sold on promotion. The thing that has grown in the business is increasing the volume in the basket, and the price reductions have really started to take effect.
Seeking efficiency across UK with the aim of cutting back on some none well selling   products and staff will not affect the customer’s services. There are loads of jobs and hours created that are more customers facing year up to year.
The warning to those cuts, and opening 24-hours store, stacking shelves in the evening rather than overnight was with a risk, as “we are spotting cracks in the store standards and availability as a result “Lewis must be careful not to cut too deep and to quickly”.( Phil Darrel Consultant at Retail Remedy https://www.campaignlive.co.uk/article/tesco-boss-dave-lewis-protecting-shoppers-inflation/1430415[Accessed 03 March 2019; 13:30]
The “cooling “of the other supermarket price wars allowed Tesco to increase value and volume sales, but the inflation will have an effect on the customers.
Customers do not wait around to pass judgement because if “is something wrong in the retail market, they will shop elsewhere”.
Tesco’s online shopping had an enormous implication as shopping from home would have an impact on the out-of-town superstores in which the supermarket invested millions.
After 60 years of Tesco introducing meat and cheese counters, today is getting rid of them at 90 of its stores.
Tesco plan is to keep fresh meat, fish and deli counters on a “flexible “basis but in some stores this will be staffed full time. The reason behind the change is because people don’t shop like they used to.
Tesco stays strong on the supermarket position compare to Aldi and Lid’l which does not have fish, meat or deli counter.





















3.4 ANALYSIS OF TESCO

3.4.1 SWOT ANALYSIS

	
	
	

	STRENGTHS
	
	WEAKNESSES

	1) UK biggest supermarket
	
	1) Failure in leadership 

	2) Range from Tesco Value to Finest
	
	2)  Losing many Board positions (C.E.O Director)

	3) Big ambitions
	
	3) Asda is 6% cheaper

	4) Dominate the market and now becoming the biggest online grocery 
	
	4) Online shopping affecting out of town superstores

	5) Promotion
	
	

	 6)Healthy and affordable quality goods
	
	 

	 
	
	 

	 
	
	 

	
	
	

	
	
	

	OPPORTUNITIES
	
	THREATS

	

	1) New strategy
	
	 1 Risk of losing reputation

	2) Providing low prices
	
	2)  Loosing Customers

	3) Create thousands of employments
	
	3)  Brexit

	4)  Regain customers trust 
	
	 

	
	
	

	 
	
	 

	 
	
	 











Strength

Tesco’s strength is its size .Growing so big in Britain it “had “to expand abroad becoming the third-largest supermarket in the world. With over 3400 stores nationwide, Tesco offers thousands of employments which help the superstore deliver customer satisfaction.

Weakness

One of Tesco’s weaknesses refers to online shopping impact on the out-of-town superstores in which the supermarket invested millions; but the growth in online shoppers helped Tesco‘s revenue as the online sales grown significantly.

Opportunity

With the opportunity to provide low prices of good quality food, Tesco gains trust, keeping and motivating customers to shop at its store.

Threat

Brexit could have a big impact on Tesco’s life .The biggest challenge would affect the supply of fresh food, but Tesco is set to take action to fend off food shortages.





 3.4.2 PESTLE 
                

	1.POLITICAL


	

	1). Government change 

	2). Increase in business rates due to political

	 policies

	3). Change in tax rates 

	4). Increases in NI, welfare benefits

	5). Changes to Health safety and food acts

	6). Trading restrictions on hours of allowed hours to trade





	



	2.ECONOMIC


	

	1). Economic growth or decline locally 

	2). EU funding allowed or not for local 

	development

	3). Due to economic uncertainty in the EU increase in interest rates

	4). Unstable exchange rates for purchase of food from abroad

	5). Increase in food stuffs basics purchasing costs

	6). Basic rate increases on wage security for 

	employees

	7). Restriction on working hours due to new EU

	 policy restrictions or UK

	8). Increased credit rates from clauses from bank or through loans available for the

	businesses

	9). Increase of cost of living locally thus increasing 

	wage costs 







	3.TECHNOLOGICAL

	


	1. Offering free WIFI in Tesco’s cafe  

	2). Tech for card payments and self scanning       products and self check out 

	3). Tech for efficiency of the business needs now and future-Online Recruitment and Selection

	4). Website for the business- Online Shopping

	5). Expansion of  Social Media –Advertising, Browsing The Stores Products

	






1. Political

· 1.4) Increasing welfare benefits will help to reduce poverty and encourage people to spend money on quality, healthy, branded foods which benefits both customers and Tesco sells performance.

      2. Economic

·     2.6).Basic rate increases on wages will motivate employees to work and Tesco with over 500,000 employees worldwide will have the opportunity to train its employees to a high standard  which helps to develop the shopping experience for customers.

·      3.TECHNOLOGICAL

   3.4) Website for Social Media-Online shopping makes shopping easier with the  opportunity to get shopping delivered at home in the time chosen by customers .
Tesco’s website attracts customers advertising new products, sales, promotions and offer discount coupons to make clients revisit the website store.
















3.4.3 STAKEHOLDER ANALYSIS 
 Tesco’s stakeholders are as follow:
· Shareholders 
· C.E.O 
· Customers
· Employees
· Government
· Suppliers
· Local Community
   
According to Tesco’s Stakeholders/Owners are interested in the organisation and regular customers because their aim is to make profits. They control and run the business taking care of the staff recruitment and making sure that the services are at high standards and goods provided to customers are high quality.


Chief Executives had a major impact on Tesco’s problems, due to the bad leadership under Philip Clarke by letting customers to be “eroded”, and loosing reputation for having low prices.

Another major problem caused by the former Chief Financial Officer Laurie Mcllwee was discovered in 2012 when he was emailing to the finance staff saying that “accounting from profits early was forbidden and cannot be justified (Tesco : Where it went wrong BBC).
Due to failure of leadership many of the Senior Executives were “pushed out of the business and new were brought on board. 

Customers are “the lifeblood of a business “with the big impact on the company’s value. They have high power and high affect on the business, because if they are not satisfied they shop at the competitors stores which represent a risk to the business. To keep them motivated Tesco offers them good quality products at low prices.

The employees have high interest in the organisation because they have a secure job and pension and gaining work experience with opportunities in promotions to higher positions. Providing a high standard service helps the business become more recognised in the community.

[bookmark: _GoBack]Another powerful segment in the Stakeholders project is the Government with a significant power in business contribution. The tax inputted by the Government can affect customer’s income which will affect lower spending; also can affect employees having impact on their motivation to work.

The suppliers high interest in the superstore helps regularly deliver goods and make regularly profits. Making profits for them and business is essential also helps to maintain a good collaboration. Offering best choice of brands and own label products is good for the customers, suppliers and for Tesco.



“Every Little Help Makes a Difference” is a core value at Tesco and sets out how Tesco will make a difference to serve and support customers and communities;                                           
-Good quality food and healthier choices for customers at affordable prices
-Assuring no food is wasted
-The fund raised from the Government’s 5p bag charge is used to improve green spaces in communities across England, Scotland and Wales.
-Introducing “Fair for Framers Guarantee” help to support British dairy farmers with every bottle of milk that customers buy. (Tesco PLC.J Tarry.5July 2016)




















3.4.4 STAKEHOLDER ANALYSIS DIAGRAM
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3.4.5 HOW STAKEHOLDERS HELP RESOLVE TESCO’S PROBLEMS

The new Chief Executive of Tesco Dave Lewis implemented a new idea of closing many of Tesco’s under-performing out-of-town stores in favour of more profitable one. The decision had a positive effect straightaway on Tesco’s share price.

After reviewing all consultancy relationships, Lewis hired Blue Rubican to advice turning around Tesco’s reputation and restore faith in the company.
“The strongest brands will have a strong set of values” and will operate in the way that really matter to people.

Lewis repaired the brand by adding extra shop floor and cutting prices and spent money only on what customers can “feel” making the brand champion for the customers.


“The only way to complete with discounters is by becoming one”

























4.0  CONCLUSION

4.1. Tesco is one of the biggest retailer in the world.
Based on research, the most frequently problems met in the findings is Tesco’s competition with the German stores Aldi and Lid’l.)
Tesco has suffered due to the” failure “of leadership not a failure of the business or people who work hard in the business every day.
The one thing was missing was the strength of Tesco to look at the customer’s needs and prepare to change. Customers needed affordable prices that can trust because were relaying mostly on promotions. Tesco is a big retailer and customers aspect to buy good products at a good price not needing to shop around to get the best deal. 
“People didn’t stop shopping with us, they reduced their frequency”. 

4.2. Gaining customers trust, listening and offering products and prices they can afford is a strong recovery. 
4.3. Changing culture in a positive way by giving the best of the business, setting high standards and referring to good suppliers will encourage and motivate customers.
4.4 Reducing operating costs will mean “that savings can be passed on to shoppers”.















5.0  OPTIONS

5.1. Keeping customers satisfied with their shopping experience and loyalty to the brand.
The fact that Tesco’s success  was almost diminished, the Board tried to muse on “what went wrong “;they did not consider enough customers buying habits that might change .
“For a long time the Tesco’s priority was growth achieved by securing Lifetime customer loyalty by focusing on their satisfaction.” 
5.2. The importance of leadership is clear and involves strategies focused on customers, keeping an eye at the competitors and stretching the imagination for new ideas.




















6.0  APPENDICES

6.1Development Time for Tesco-The retail giant’s rise and fall

Expand and conquer
1997. An economic problem hit Tesco starting a price war with Sainsbury’s.
1979. Tesco reach £1bn turnover.
1982. Cutting prices on 1,500 food items and reaching Sales of £2bn.
1985. Tesco expands its stores and warehouse and puts in more technology.

The battle for top spot
In the 1990’s Tesco opens more stores and aggressive marketing champagne in attempt to overtake Sainsbury’s.
1993. Within the UK in recession, Tesco launches its Value range under “Every Little Helps” fighting off discounters.
1994.Tesco kicks off overseas purchasing international stores in Hungary ,China ,Korea and Turkey .
1997. Tesco opens its first Tesco Express store under Chief Executive Terry Leahy.
2007.Tesco enters the US, announcing plans for hundreds of Fresh &Easy stores; and in 2012 the success slips away as its profit fall, becoming the biggest –ever British retailer failure in the US.
2009. Tesco Bank is launched.
2011.Cuting price plan fails as the shoppers are not convinced by the savings on offer .

A supermarket in decline
2013 .Tesco reports its first drop in profits for 20 years.

Every Little hurts...
2008 . A former inspector Phillip McHugh was jailed for 16 years after threatening to bomb Tesco stores unless paid £1m.
2018. Tesco the UK biggest retailer had growth in sales and high rise in operating profits.”This has been another year of strong progress’ “the brand is stronger and more customers are shopping in Tesco due to the improvements in quality and value.
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