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Introduction 
Tesco is one of the largest retailers in the world, headquartered at Welwyn Garden City, England in the United Kingdom (Tesco 2023a). The company has its operations in the countries of Czech Republic, Slovakia, Hungary, Republic of Ireland and United Kingdom (Tesco 2023b). In this paper the company of Tesco will be assessed, first by taking an overview of the retail industry, then a PESTEL analysis of the company will be performed, followed by an analysis through Porter’s Five Forces. Finally, an inference of the paper will be derived.    
[bookmark: _Toc128050631]Overview of the Industrial Sector
The retail industry sector has undergone a significant transformation in the last few years, particularly in the pertinent markets of United Kingdom and the European Union. The advent of e-commerce and continually changing consumer habits have led the retailers to adapt and innovate their practices. The companies need to remain competitive and attain profitability in the constantly evolving marketplace. 
It is apparent that the pandemic has left a lasting impact on the industry as retail sales volumes fell by 1.4% in September 2022. This is 1.3% below the levels before coronavirus (COVID-19) hit the world. Sales volumes have fallen by 2% compared to the previous 3 months and illustrates the trend downwards observed since summer 2021. Food store sales volumes have fallen by 1.8%, leaving it 3.2% down below the levels before coronavirus (Office for National Statistics UK 2022).
The market share numbers in the Great Britain have remained relatively stable for the period between January 2017 to December 2022. In the period that has been assessed, Sainsbury and Tesco have had the largest market share. The aforesaid retail behemoths have a combined 43% (percent) of the grocery market (Bedford 2023). 
Before the discounters got popular, the grocery retail market was under the domination of the ‘Big Four’ Supermarkets: Tesco, Sainsbury, Asda, and Morrisons. Due to the uncertainty because of Brexit and rising inflation, it has been observed that consumers are preferring cheaper alternatives like Lidl and Aldi. By September 2022, Morrisons dropped their fourth place to Aldi for the very first time. By December 2022, Morrisons and Aldi both stood fourth in the market, with a market share of 9.1% (Bedford 2023).
During the pandemic, The Co-op, Iceland, Symbols & Independents, Ocado and other companies took grasp of the market increasing their share. The ‘Big Four’ company that was hit the most and lost approximately a percent of their share in the market was Asda in the time period between March 2020 to May 2020 (Bedford 2023).
Therefore, in the UK, it is quite evident that there is an evolving market in the groceries and retail sector.  
[bookmark: _Toc128050632]PESTEL Analysis
[bookmark: _Toc128050633]Political Factors
Tesco has to follow a multitude of regulations which ensure compliance and safety of the products the company sells. As per Tesco (2023b), since the operations of the company spans across a multitude of countries, they are required to keep an eye on the continually changing political situations and circumstances in all the countries. The company being British has to face the repercussions of United Kingdom’s exit from the European Union, i.e., Brexit. Since the legislative process of Brexit has been undertaken, there have been numerous dilemmas pertaining to the new laws and regulations with the looming possibility of a recession (Milligan et al 2022). The US-China trade war is another issue affecting Tesco. The US-China trade war has led to a barrage of tariffs imposed by the countries on each other (BBC 2020). The trade war has become very intense with regulations that are related to retail with America of Chinese products and vice versa. The changes in the tax policies amongst the multitude of supplier countries might affect the profitability of Tesco.
[bookmark: _Toc128050634]Economic Factors
It is pertinent for Tesco to have an eye on the economic changes that occur in its countries of operations. This is relevant because economic factors will be affecting the company’s sales, revenue, profits and distribution. Despite the global GDP rising, Tesco’s majority share of revenue is generated from the British Isles. This is illustrated in the company’s financial report, as £56, 404 million of its £61,344 million revenue is generated from UK and Republic of Ireland (Tesco 2023c). Any changes in policies, especially in the UK, might lead to major changes in the delivery model of Tesco whilst the additional cost of redesigning the company might be massive. This is a possible disadvantage for the company. As per BBC (2022) with the looming threat of a recession in UK post Brexit, products of daily need are required to be priced with pertinence. There will be a reduction in the sales of the products if there is increase in the prices only, compared to a low rise in the disposable income in the country. 
[bookmark: _Toc128050635]Social Factors
People nowadays prefer buying everything at one place, because of which Tesco has planned its stores accordingly, to felicitate bulk buying. They have switched to a food cum non-food model from relying solely on food products. Changing trends of culture and societal influence amongst upcoming generational needs are required to be assessed by Tesco for assessing opportunities and threats. Hence, the customers need to be provided a different array of products for choice. For instance, Tesco has been able to capture new consumers by promoting organic products. The company claims there has been a steady increase in the popularity of organic products with an increase of 5% in volume for fresh organic produce (Smithers 2020).  
[bookmark: _Toc128050636]Technological Factors
Tesco has been continually trying to adapt with changing technological trends. The company has adjusted to the trend of online shopping, with 13% of sales coming from e-commerce (Statista 2022). Online shopping sites, apps, social media promotions, etc. are today all tools in influencing customers through ease of access. Tesco has recently implemented GEP Smart to elucidate its procurement, supply chain and operations throughout is grocery stores (Clark 2021). It is evident that the company has been investing in technology and software solutions. The company needs to continue adapting to technological trends as Artificial Intelligence will come to the forefront in the coming years. 
[bookmark: _Toc128050637]Environmental Factors
Tesco in 2019 launched its second phase of their Remove, Reduce, Reuse and Recycle plan. The company wants to alleviate the issue of non-recyclable plastic and is exploring the opportunity of using residual plastic before gradually transitioning to recyclable packaging (Tesco 2019). Tesco has removed over 4000 tonnes of plastic from 800 product lines by the end of 2019 to reduce the amount of non-recyclable waste that would have got accumulated in landfills (Tesco 2019). As environmental sustainability has become a key factor in today’s corporate social responsibility practices, it is pertinent for Tesco to continue developing such programs.
[bookmark: _Toc128050638]Legal Factors
In the United Kingdom, the primary legislation relating to food safety is the Food Safety Act, 1990. In Great Britain, the General Food Law, and the retained EU law (as amended) Regulation (EC) 178/2002, is in effect (Food Standards Agency UK 2023). In Northern Ireland, EU law that is in application pertaining to food and feed products is specified in Annex II to the Northern Ireland Protocol (Government of UK 2019). Tesco had to make a settlement of £214 million over allegations of accounting fraud from 2014 (Davey 2017). Also there have been allegations of unequal pay by thousands of present and former workers who are mostly women (Simpson 2021). Tesco needs to follow legal compliance and regulations in both UK and EU, as further allegations may lead to irreparable damage to its reputation. 
[bookmark: _Toc128050639]Porter’s Five Forces
Porter’s Five Forces is a significant framework for identifying selective forces that controls the industry behaviours and further competitions among individuals (Isabelle et al. 2020). However, the evaluation varies from company to company. Here, the framework is implemented on Tesco, one of the largest retail chains, internationally. Forces that are affecting its current operations are included in the further analysis.  
[bookmark: _Toc128050640]The threat of new entrants (Low)
The UK market behaviour is extremely rigid and there is very little opportunity to suddenly enter the market for any new business ventures. The legislations and policies in the UK government is relatively complicated and there are certain barriers for new businesses to enter the market. The amount that is required to start a business, termed as “capital”, to build the physical store locations, building the distribution and supply chain is extremely high. For instance, the COVID-19 pandemic has made a significant effect on the economical downfall with the inclusion of social and medical collapse (Espinosa-Méndez and Arias 2021). Hence, this barrier makes it difficult for new competitors to enter the market. Thus, the threat of new candidates is low and Tesco can maintain its age-old legacy, brand name, and strong market position in the UK economy. This stronger economical position gives Tesco, the fundamental power to compete better with the existing competitors in the market.
[bookmark: _Toc128050641]The bargaining power of the suppliers (Low)
A significant number of suppliers are currently available in the retail market and as a result, the bargaining power of the customers in the retail industry is moderately low. Maintaining better relationships with suppliers can give several benefits to an organization. Tesco is one of the greatest retail chains in the UK, achieving significant success over the years; and the brand value is very much reflected on the bargaining power of the consumers (Tian 2021). Tesco is operating in this market segment for a long period of time, and its relationships with its suppliers are highly professional. The company can maintain better bargaining power with its suppliers due to the lump sum amount of purchases they make. In addition, the suppliers can give a sufficient discount for the products they are selling, due to the vast quantity of transactions. The reason why the negotiation practice has become moderate and it leads the company to avail more competitive advantages in the market operations. 
[bookmark: _Toc128050642]The bargaining power of the customers (High)
The power customers or consumers have in the retail industry is consecutively high, especially in a competitive market like UK.  The retail market of the UK has several significant operating brands, like Tesco, Marks and Spencer, Aldi and other such names. There are certainly many products available which can be considered to be a substitute to the other products, thus consumers have various options to choose form. The product range gives consumers accessibility to switch frequently from one product to another. Hence, the bargaining power of the consumers is apparently high. However, Tesco, is running its operation for a long time and it avails a few advantages because of its acquired brand name and positions. Customers choose their products and services as per their individual needs and choices, reflecting cost-effectiveness over brand loyalty in most cases. Financial capacity of individual customers also determines the quality and quantity of product they will purchase (Wellner and lakotta 2020). In order to sustain itself in the market segment, Tesco must provide the best quality products and services to its target customers and also improve its services to attain potential customers. Customer retention is the most challenging practice for an organization, as this offers a company better revenue margin and profit. In summary, Tesco must be open to adaptations and changes in order to maintain sustainability and customer retention in the market and economy. 
[bookmark: _Toc128050643]The competitive rivalry (High)
There are also other significant brands than Tesco operating in the UK market, such as Sainsbury’s, Aldi, ASDA, Marks and Spencer, Walmart and Morison. All these companies fix their pricing strategies rigorously, which results in extreme competition in the market segment. These companies are extremely innovative in constructing their product mix and pricing strategies, expanding the market and its opportunities. Thus, there comes the need for constant adaptations and changing policies. Tesco must be highly innovative towards making improvisations and improvements in their products and price-fixings and incorporate various strategic marketing campaigns in their operations. Tesco, the largest supermarket chain in the UK, has more than “804” bigger stores and “approximately two-thousands” convenient stores all across UK, and planning to open more (Pugh 2023). Thus, the company has geographical supremacy and it can work as an opportunity among the other competitors. 
[bookmark: _Toc128050644]Threat of Substitute Product (Moderate)
The retail industry faces moderate threat with the substitute product range. The product range is so diverse, that if one customer wants, that individual can shift to another brand’s products and services in no time. However, during shifting, the customers consider one major factor, i.e. “the brand name”. Tesco, has an advantage here. Tesco, is a very reputed company, continuing its operations since 1919. The British multinational company is a household name internationally. This advantage gives the brand a better position in controlling the threats of substitute products. “Customer Loyalty” is a significant factor in evaluating consumer-behaviour, however, the behaviour is also controlled by individual preferences i.e. financial power, educational qualification, psychological construct, religion and many others (Naimanbayeva 2019). Thus, Tesco, with a strong brand reputation can enjoy the advantages in the market. 
[bookmark: _GoBack]The company analysis with Porter’s Five Forces shows adequate evidence of future sustainability for Tesco. However, there are other environmental factors as well that affect the activity and operations of Tesco. The recent environmental factors that mostly affected every business worldwide, is the emergence of the COVID-19 pandemic. The drawbacks have set new targets for businesses to thrive in the global market. Retail industry has been most affected due to the paradigm shifts in consumer-buying behaviours due to the pandemic (Briedis et al. 2020). In the US, “17%” of the customers have shifted from their physical and primary store-buying behaviour (Briedis et al. 2020). Customers are currently shifting to online purchase; thus, brands need to concentrate more on increasing their online presence to retain their sales. However, Tesco, has adapted to the market shift, as their online presence has increased rapidly and the potential changes are visible as the sales of the company has shown significant change during and post-pandemic scenario. The company shows a “50%” rise in their online sales compared to the pre-pandemic era (Rigby 2022). 
[bookmark: _Toc128050645]Conclusion
In conclusion, it can be evaluated that Tesco as a brand maintains a significant market position, globally. However, the company needs to continue the trend of adopting new techniques and innovative product-lines to attain further sustainability in the market segment. Any company irrespective of the field must understand the demand shifts in the market and which factors affect the market sustainability more. The looming threat that comes from the Brexit and the US-China Trade war is already affecting the operation of Tesco in the international level. Thus, external environmental factors need to be evaluated with great sincerity. Tesco, as a leading brand must incorporate restructured government policies in their operations and adopt protective measures in order to safeguard itself from market threats and potential losses. Given the ease of access, Tesco can mitigate issues in “Customer-retention”. The above-mentioned key factors can be evaluated by Tesco, in order to eliminate the risk and attain sustainability. 
[bookmark: _Toc128050646]
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