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[bookmark: _Toc140503635]INTRODUCTION
Marketing can be considered as a business function or organizational efforts through which the company can able to communicate its values along with advantages to the consumers, partners as well as other involved parties. It includes tactics through which the companies are able to promote its products and services to consumers (Kotler, Armstrong, Harris, & He, 2020). Marketing is the basic and required business function that assists the companies to promote its offerings in front of their buyers (Mawby, 2023). The essential principles of marketing allow the organizations to find and attract suitable prospects in order to become buying purchasers or consumers of company offered goods and services. In order to illustrate this aspect in detailed manner, the Tesco has been selected as the company which is a multinational groceries and retailer firm headquartered into the England. It is basically the third largest retailer company in the world as per the gross revenue generated. 
This report will demonstrate the external analysis of the Tesco company with the help of utilising significant models through which the company’s actual position can be identified. In addition to this, the report will also shed its light upon the future recommendations for the company. 
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[bookmark: _Toc140503637]The external analysis of the Tesco
The exterior analysis which is also considered as the environmental analysis is the procedure through businesses are able to objectively assess the changes within their sector or industry as well as the wider world that could affects the current operations of the business. With the help of adopting this, the businesses can adapt changes as well as streamline its current and latest products that highly able to suit the requirements of their consumer base in better format. Irrespective of the fact that either one is a business owner or finance professional, conduction of external analysis can be assisted in providing guidance towards the success of the company (Umar, 2022). Into the current report, the external analysis of the Tesco has been considered by explaining it with the help of certain models which includes PESTLE analysis. With the help of Pestle analysis, the brand can assess its business strategies by considering various parameters. This helps to analyse different external factors that has high level of impact over its business by considering factors that are illustrated in detail manner below (Kotler, Armstrong, Harris, & He, 2020):
· Political factors: The company is headquartered in the UK but operates into all cross the world. The company is considered as one of the largest retailers into various countries and must require to follow varied regulations that make sure about the compliance as well as safety measure of its offered products and services. As the company operates into various countries, it is must for them to keep an eye over all the circumstances that has been changed because of the political reasons (Tesco PLC, 2022). The political stability is the foremost and major point for any company to become successful into the external environment. The more the stable political environment, the better they are able to grab the opportunity to carry out its business activities into successful manner.  Due to Brexit effects, the company feels the dilemma which imposed new regulations and rules that might come up and cause enhancement and decrease into the level of sales volume. There is one more issue that affected the Tesco includes the trade war among the US and China. During that specific point of time, all of the companies have been battling to gain a proper ground of sales, since the interfering of the marketplace due to trade wars among two countries have become highly intense, that the rules related to retail with the China of the American goods is lowered upon. Moreover, the changes into the tax policies among different supply countries will affect the profitability aspects of the company (Phillips, 2023).
· Economic factors: Tesco provides various kind of products within which economic factors plays a major role into the consumption of the wide array of products. The company is required to keep a keen eye for any changes related to economic things that occurs into the countries within which the company operates as these are the type of factors that have the capability to affect its sales, revenue as well as distribution and profit margins. The company must be aware about the different taxation policies in order to leverage the similar type of things for its own benefits. In addition to this, the market area all across the world are growing, but the major share of revenue has been generated from the United Kingdom. Any alterations within the policy in the UK might lead to a major change into the delivery model of the company, and extra cost which is associated with redesigning of the company may be enormous in range. Tesco also required to keep in mind that pricing of the products have the capability to influence the sales volume. Into the cases within which the economy in under pressure or existence of the information, the products related to day-to-day needs must be priced in according manner. Only enhancement into the prices with lower level of rise into the disposal income will cause reduction into the sales of the products. The inflation as well as interest rates influence Tesco’s cost, consumer behaviour and pricing strategies. High inflation resulting into the enhancement of the cost of goods sold that might force the company to raise its prices. In addition to this, high interest rates can affect the consumer borrowings and spending habits that potentially lead towards reduction in sales for the company (Allen, 2023).
· Sociocultural factors: This factor includes demographic trends which include age distribution, population size as well as household structural changes that can affect consumer preferences along with demand for different services and products. For instance, an aging population may enhance the demand of the products which are related to the health. On the other hand, the expanding number of single person households might have enhanced the demand for smaller or solitary allocation products. According to the current scenario, the consumers are becoming more health conscious and prefers the organic, low fat and low-calorie products on highly basis (van Hest, 2022). Tesco required to adapt their product offerings as well as marketing strategies in order to cater to shift the consumer preferences and capitalize over the wellness and health related trends. There are many consumers who are concerned about the purchasing decisions having ethical and environmental implications. The company must ensure that their sourcing practices, product offering, and supply chain aligned with their values by promoting fair level of trade, environmentally friendly packaging as well as sustainable production methods. As Tesco operated into different countries with dissimilar cultural background, this is required to be sensitive to local customs, preferences, and taste. This includes offering products that cater the specific dietary requirements along with religious belief and adaptation of marketing campaigns to reverberate with local audiences. Changes into the consumers’ lifestyle also affects the company such as during the time of pandemic, the requirements of the online shopping have been enhanced that can influence the kind of products and services in terms of consumers’ demand. Tesco must consistently adapt its product offerings, store formats along with its online presence in order to provide the changing consumer requirements.  
· Technological factors: The fast-growing sector of e-commerce has transformed the retail scenery makes it difficult for the Tesco to invest into its online presence as well as digital capabilities. This involves the improvement into the mobile app and website to optimize the online shopping experiences along with leverage the data analytics to understand preferences of the consumers and personalize the campaigns related to marketing. The technological advances into the supply chain management as well as logistics can assist the company to streamline its operations, ensure time delivery and reduce costs. This involves warehouse automation, advanced level of inventory management system and tracking through GPS to deliver their goods and provide services at different locations of the consumers. In today’s world, more of the consumers adopt digital and contactless methods for payment of the products that has been purchased by the buyers. The company is required to make sure that it supports the wide range of convenient and secure payments options in-store and online both. This involves integration of contactless card payments, mobile wallets and other emerging payment technologies. Moreover, IoT and smart technologies can be utilised into different applications into Tesco operations which includes smart shelves to monitor stock levels, connect device for energy management and smart shopping carts for a unified in-store experiences. With the embracement of these technologies Tesco is able to reduce its costs and improve consumer satisfaction (Takagi and et.al., 2022).
· Environmental factors: Tesco has been undertaken various initiatives in order to improve its environment and create more maintainable society. Although climatic changes can able to affects the operations of the Tesco as well as supply chain by causing extreme weather events, which also disrupt agricultural production level and enhance the frequency of natural disasters. The company is required to implement measures that mitigate risks which include diversifying suppliers, investing into climate resilient infrastructure and reduction into greenhouse gas emissions. Tesco as a major retailer, the generation of significant amount of wastage which include food packaging and other materials. The company must develop along with implement effectual waste management along with recycling of the policies to minimise the environmental impacts, that comply with regulations and meet the expectations of the consumers in order to meet sustainable practices. All of the Tesco stores, transportation network and warehouses consume considerable amount of energy. Thus, investing into the energy efficient technologies help the company to reduce its energy consumption and lower down their carbon footprints. The company must require complying with different environmental regulations and standards in local as well as international ways. As the consumers becoming more environmental conscious, they are highly able to expect companies to arrange the sustainability (Bermejo and et.al., 2022).
· Legal factors: The change into the government policies directly affects the operations of the company as these are required to be followed at both levels which is local as well as international market laws. In order to avoid such conditions, the company must adhere to employment and labour laws into its operating countries. This involves compliance with minimum wage rate rules, health and safety measures, equal opportunities along with anti-discrimination laws. Failure in order to comply these laws can provide outcome in context of legal disputes as well as reputational damage. Becoming a large retailer firm, the company must comply with all consumer protection laws which covers product safety, labelling standards and quality along with data protection and privacy measures. They also need to comply all taxation and custom laws into the countries within which it operates but non-compliance with these laws can lead towards financial penalties and legal disputes that also cause reputational damage. The company must adhere to its intellectual property rights which include trademarks, copyright and patents and make sure that it does not infringe over the IP rights of others. Failure in order to meet the IP in effective manner, the legal disputes have been raised that cause financial penalties. Being a multinational or global company, Tesco is subject to international trade agreements and laws that govern cross border transactions, import, export restrictions and tariffs. To fulfil all the requirements of the complex legal framework in order to ensure the smooth functioning of the operations, maintaining good relations and managing costs with their trading partners (Yawson and Yamoah, 2022).   

[bookmark: _Toc140503638]Porters five force model
This tool is considered as a strategic tool that provide assistance to analyse the sector in complete manner. This specific tool helps to consider all types of forces into the competitive market and see what things will have the power to impact the expansion and growth of the potentiality of the company (Henry, 2022). This is highly effective measure to in order to determine the potential profitability aspects of the marketplace. The model consists of certain five forces that helps the company to analyse its external factors that can impact the company includes:
· Bargaining power of buyers: Tesco is the company who serves millions of users each week or even on daily basis into their stores as well as over online portals. The bargaining power of buyers within the United Kingdom is at lower level because they are not completely organised, and it is unlikely that they can be better off if the company can switch over to their competitors which includes Sainsbury, ALDI and ASDA. Although there are some arguments also have been identified into the studies that the bargaining power of grocery consumers is high within the UK as according to the current scenario, there are many competing retailers available to the users who are available to provide similar kind of products at competitive price level. Also, there are some companies who also provide cheaper priced products as comparison to the Tesco. Thus, this has been required from the Tesco to keep their prices competitive in nature and will also impact the profit margins into negative manner. All such things happen because of the information that has been grabbed by the users through internet channels with regard to the product price as well as offers that have high level of power to influence the buying behaviour of the users.as the switching costs are considered as low into the retail sector; hence, the power of buyers has been increased at considerable level (Gavieiro Besteiro, 2022).
· Bargaining power of suppliers of Tesco: This is considered as another significant factor into the porter’s five force model or analysis of Tesco. This provides abilities to the suppliers of the company to negotiate over the prices and terms with their shoppers. Into the case of Tesco, the bargaining power of suppliers is relatively low because the company has a strong presence all across the world which includes Ireland, UK, etc. Hence, the suppliers are not likely to be able to negotiate over the prices and terms with them. The company is very large and work with huge number of suppliers which includes approximately 2500 suppliers within the UK and many more like thousands from abroad. However, because there are so many suppliers out there who are eager to cooperate with it, such suppliers are unable to exert any type of influence over it.  The company negotiates very hard with the suppliers to enhance their profit margins. On the other hand, this should be mentioned that company has been accused of bullying suppliers over price cuttings. Some have accused it of intimidating vendors. This demonstrates how Tesco may push aggressively when negotiating with suppliers.. This shows that suppliers have minimal level of power. Moreover, this also been shown that dissatisfaction of some suppliers with the Tesco as they face pressure from it and need to lower their prices. Also, there are various suppliers available to the company for the similar items into each store. Hence, this enables the Tesco to choose the products of the vendors who provide them at lowest price (Fletcher, 2022).
· Threat of new entrants affecting the company: This factor illustrates that the new entrants into the market of the UK is very low because of the requirement of the huge amount of capital. The company does not need to worry about any kind of new entrants as they can enjoy economies of scale as well as has its own essential capabilities. Similarly, the would be competitors might not have enough amount of money, expertise in order to explore the supermarket industry and access to distribution networks within the UK. The company already has huge level of brand value within the market place and great presence and has established itself as a leader into the UK grocery and supermarket industry. Hence, it is unlikely that new companies or entrants that will be able to compete efficiently with it into their near future terms even if they entered into the market. Although small businesses might have come into the market and participate into the convenient locality, accessibility, speciality along with some other reasons as well. Also, the floor space is the another requirement that could also be a barrier to enter into the industry by new start-up companies. This enhances healthy sense of competition among the companies due to the nature of the retail sector (Phillips, 2023).   
· Threat of substitute products or services that affects the Tesco: This factor shows that the likelihood of switching by the consumers towards the alternative options or products along with services. Into the case of Tesco, the threat of substitute products is relatively low as the company offers wide range of products and services and is considered as the largest supermarket chain within the United Kingdom. It is very much unlikely that users will switch to alternative products and services. In addition to this, it has also been identified that the company also sells majority of the substitute products as well for example the butter and the margarine. Similarly, it also sells fresh milk, powder milk and condensed milk. Hence, it is easy to argue that the threat of substitute products and services for Tesco is low if not inappropriate. Tesco is already known for its finest product lines which provide it an upper hand into the market. hence, the threat of substitute products will be a moderate external force that affects the overall operations of the company (Yawson and Yamoah, 2022).
· Rivalry amongst Tesco’s existing competitors: The concentration of the opposition of the sector and the degree of competition among firms. Into the case of Tesco, the intensity of rivalry is comparatively high as the company has large number of competitors that spend lavishly over advertising as well as other marketing tools and techniques that needs to be imposed by the company in order to get the appropriate market share among the other competitive firms. Although, the Tesco is also one of the major and well-known UK market leader within the UK, the pressure from the nearest rivals is penetrating. As there are many companies those start the price wars that also affects the profit margins of the Tesco. Hence, the company required to take number of actions and measures through which they have to take large amount of initiatives in order to beat their competitors. therefore, the company is looking towards the exploring of appropriate solutions in order to handle the issues and problems of intense of the competition. In order to deal with this, the Tesco opened Jack’s store which is acted as a discount chain that provides competition to the ALDI and LIDL. But with their poor performances and disappointing sales, the company decided to close it (John, 2022).. 
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	Strengths
· Largest grocery retailer within the UK.
· Leading market share
· Diversified stores
· Geographically diversified
· Superior technology usage
· Effective supply chain network
· Online shopping facility
	Weaknesses
· Failed level of operations in the japan and US.
· Decrease into operating profits
· Low cost strategy
· Club-card controversy 

	Opportunities
· Strategic alliance with other brands
· Emerging markets
· Joint ventures
· Price matching
· One hour delivery
	Threats
· Brexit referendum
· Competition with supermarket giants
· Rising costs
· Supply chain issues
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It is important strategic marketing tool that helps in order to do planning that look further for more opportunities. This model enables the Tesco to enhance their sales volume and by identifying different combinations of the products and market and also assist in revenue generation with the help of market expansion or product development (Kotler, Armstrong, Harris, & He, 2020). 
· Market penetration: At the time when company starts its operations, it is become necessary to find new opportunities related to growth and expansion. The Tesco is also among one of them and tries to enhance their market share with the assistance of Tesco club-card points. This card helps in gaining consumers loyalty. This enables the firm to penetrate into new markets (Tesco PLC, 2022).
· Product development: This is also one of the major factors for the companies as well as opportunity to grow. With the identification of opportunities, Tesco introduce new products into the market. This provides one stop solution to the users. The company understands the preferences of consumers that promotes environmentally friendly things and promotes social responsibility (Tesco PLC, 2022). 
· Market development: The intention of the Tesco is to expand their current business operations and provide support to new products into the new market space. With the adoption of strategies, product dimensions and distribution channels the new consumers have been attracted by the firm for building new market this also helps to identify new market. thus, for existing market development, Tesco undergone into many changes which include re-examination of strategies (Kotler and Armstrong, 2019).
· Diversification: This factor deals with new products that has been introduced by the company into new market. This assist in diversification of risk over multiple products and services as well as market area. For each category of product, the company required to attract new consumer base. The company also diversified its operations which helps in mitigating the risk of getting losses into one division because the company is having another product line and marketplace in order to achieve or earn profits (Tesco PLC, 2022) . 
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· From the analysis that has been conducted above, it has been recommended that the Tesco should integrate the philosophy of innovation into its setting and incorporate information technology as well as information and communication technology advances into its framework.
· The Tesco should include the technologies related to retail that will improve its products and services although the integration of RFID has already contributed to making the consumer experiences more satisfying and fulfilling along with able to address all the negative factors that leads to a rise into the dissatisfaction level among consumers.
· The company should strengthen and deepen the consumers’ penetration as it consists of increase Tesco’s relationship with their customers so that they can able to spend more amount of time into the stores and great amount of money over the products offered by the company (Whittle and et.al., 2022). 
· The involvement of the loyalty program must be adopted by the Tesco as it not only allows customers to claim lower amount of prices as well as better level of deals but also allows the company to widen its consumer base along with gathering of information over the pattern of customer expenditure.
· Tesco might also opt to utilise the method of product penetration to enhance the profitability. 
· Rebranding of the company offerings also helps them to enhance its presence into the UK retail industry that should also be seen as an opportunity.as per the recent economic challenge, the citizens of the UK are expected to appreciate Tesco’s reasonable strategy of pricing and the quality standards that has been set for their products as further diversification along with the introduction of digital services will be. Hence, the creation of online applications that have the power to improve the quality and flew of services will be required in highly manner required (Avcı, 2022). 
· Also, in order to avoid any kind of risks and not to incur losses in the future terms, the Tesco must adopt a different approach in order to manage its supply chain management. 

[bookmark: _Toc140503642]CONCLUSION
From the above report, this has been determined that on a macro scale, the external analysis involves the activities and models that enables the company to help them in order to identify the opportunities and threats within the specified sector along with assist in drive towards the adoption of profitability, volatility as well as growth. Through this, the company also able to analyse the factors that can cause direct and indirect effects over the business personnel, operations and revenue.as this has been identified that the external environment is consistently keeps on changing and this is even beyond the company’s control. Hence, at the end of the report, few recommendations to the company also have been provided for the future betterment of the company.
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