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A PRESTCOM and SWOT Analysis of Tesco UK

















[image: ]Executive Summary.

The purpose of this report is to see if Tesco UK as a business if feasible by examining all factors that affect its failure or success. Numerous factors decide and affect an organizational environment which should be recognised, grasped and analysed by the business in order to achieve the best performance. This report has been divided into several sections. 
Firstly, a PRESTCOM analysis has been carried out on Tesco UK to obtains the factors that affect its organizational environment. Through the use of secondary research, the report not only highlights trends and factors affecting Tesco, but a full analysis of their current market situation. 
The second section of the report presents an effective approach to dealing with the strength and weaknesses in Tesco’s environment, that offers opportunities and pose threats. Followed by the understanding of what the company can gain when opportunities meet strengths and weakness meet threats. 
The report not only highlights how Tesco UK can develop further, but gives an insight into the business, accompanied by list of strategies that Tesco can execute to better their business. 
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1.0 Introduction.
In light of Tesco UK’s continuous decline in profit from 2013, an analysis of the marketing environment will be conducted on their behalf. This report will not only include the importance and advantages of conducting a market analysis, but would also include a detailed use of PRESTCOM and SWOT analysis framework, with each section applied on Tesco UK. Keeping in mind ‘‘general business principles say that a company should have information about its markets and competition when developing a business, sales, marketing, or growth strategy’’ (France, 2013). It is safe to say that by scanning the environmental market, it would provide a deeper understanding of the market as well as their competition and how to go ahead of it. ‘‘Marketing research can make its greatest contribution to management when the researcher understands the environment, industry, company, management goals and styles, and decision processes that give rise to the need for information’’ (Stevens et al, 2005). It is in Tesco UK’s interest that they conduct an analysis of their marketing environment because it allows for an overview of the whole marketing environment. This then enables management to focus on the decisions to be made. According to Stevens et al (2005: 3) ‘‘A problem or opportunity is the focus of management efforts to maintain or restore performance’’. In Tesco UK’s case they aim to restore performance and it can only be done when the problem or opportunity is recognized, bearing in mind that a problem can be an opportunity.  

2.0 An analysis of the Marketing Environment using PRESTCOM and SWOT applied to Tesco UK.

The main key factors that would slow down Tesco’s market would be shown in this PRESTCOM analysis in relation to the competitors, in order to gain market intelligence and improve their brand. The full information is available in the appendix. 

2.1 PRESTCOM.

2.1.1 Political.
Tesco UK is vulnerable to a variety of political factors. With Brexit underway with less than a month until the deadline on October 31. Tesco along with other supermarkets within the UK will be affected in terms of trade. In Britain, “almost 30% of our food currently comes from the EU’’ (BBC, 2019). Due to the collapse in value of the British pound against the dollar and Euro, importation of food in the UK would be more expensive. Consequently, “the British worked up an appetite as they voted to leave the European Union’’ (Purdy, 2016). This puts Britain in a tight situation because it imports a lot of its food from the EU[footnoteRef:1]. The government’s Operation Yellow hammer documents predict reduced supplies of certain fresh foods, causing price rises that would affect the most vulnerable’’ (Farrel, 2019). Tesco CEO Dave Lewis raises concern and says it is due to possible deal of Britain leaving the EU. ‘‘Crashing out of the EU would create problems for Tesco because it would introduce a hard border between the UK and its neighbours’’ (Farrel, 2019). However, the change in government will not only affect trade but employment wages, as it could rise or fall. [1:  See figure 1.0] 



figure.1.0 Origin of food consumed in the UK (2014)
[image: https://lh6.googleusercontent.com/aIcu77HMEqpzKKn--ALxNubQVSyEO-CCnF837dmkBbphGJewS2eRk5sQcQj73VE3IRsRDpOp-L5w5GXGFpwOBDHtWAZPutuDRjlPOQuAx4T6l9AnrJC3P0UFOtqVpHiXnmqqdHdC]
(BBC, 2019)

2.1.2 Regulatory.
‘‘The government is to consult on making regulators independent of representative bodies as part of moves to boost competition in legal services’’ (Hyde, 2015). This new standard of regulations that would come into action in November 2020, acts as part of a ploy to boost the competition in legal service between solicitors. With the use of HM Treasury (2015) policy document, it creates a ‘‘fairer, more balanced regulatory regime for England and Wales’’. Rose (2019) states the new law as significant, as it is ‘‘providing the freedom to allow solicitors to deliver non-reserved legal services to the public from unregulated businesses’’. Evidently, this would not only affect will - writing businesses, but HR and employment advisory firms and most especially Tesco or other retailers. Dakers (2014) states that ‘‘the measures will make it easier for companies to open one-stop shops for legal advice and other services such as accountancy under a multi-disciplinary Alternative Business Structure licence’’.[footnoteRef:2]  [2:  See appendix for further information on Regulatory factors.] 




2.1.3 Economic.
For Tesco, these factors are the main point of focus because they affect cost, demand, profits and prices. ‘‘All firms are affected by the macro-economic environment’’ (Masterson et al 2017). Consequently, PESTLE Analysis (2019) says ‘‘the company should be aware of any changes in policies, such as changes in taxation or any other factors which could affect the accessibility of finance’’. Recently, ‘‘Tesco UK had to make a cut of 4,500 jobs across 153 metro stores’’ (Davis, 2019), as a way to run the business more sustainably. Tesco metro which was originally designed for larger, weekly shops, attracts 70% of consumers who use the opportunity for convenience and grocery shopping. With a change of cutting 34000 Tesco employees, it would cause faster and simpler ways of stocking shelves, staff working more flexibly around stores and a leaner management structure. However, this is a response to the evolving retail environment and wider cost-cutting plan which Tesco tackles by inclusively ‘‘raising prices on 1000 products’’ (BBC, 2019), ‘‘profit jumps in uncertain markets’’ (BBC, 2019) and ‘‘food counter cuts in 90 of their stores hitting 9000 jobs’’ (Blake, 2019). It is possible to say that they plan on retaining profit despite their competition becoming stronger. ‘‘Tesco is in the midst of trying to save £1.5bn as the competition between supermarkets intensifies’’ (BBC, 2019). This may affect Tesco negativity as loyal customers could deflect to cheaper stores just to get away from the product inflation.[footnoteRef:3]   [3:  See appendix for full information on Economic factors] 

                                                                          	                                                                                                                        2.1.4 Social.									            ‘‘Consumer shopping trends are constantly changing’’ (Farooq, 2018). Due to the variation in social changes, trends show that one-stop shopping and bulk shopping are what consumers in the UK move towards the most as. ‘‘Britain will have noticed enticing offers to buy more and get a lower price rather than purchasing that item individually’’ (Kaarenperk-vanatoa, 2019). They would also notice the reward system that Tesco gives out with the use of their Clubcard’s as an incentive of collecting points for every £1 purchase on certain products and using the points to get benefits. PESTLE Analysis (2019) argues that ‘‘the type of goods and services demanded by consumers is most influenced by their beliefs and attitudes, which in turn, are influenced by social conditioning.’’[footnoteRef:4] (It is safe to say Tesco depends on their UK consumers and only through understanding the social conditions can they provide the services to counter them[footnoteRef:5].  [4:  see figure 2.0]  [5:  see appendix for full information on Social factors.] 



figure 2.0 Attitudes towards and usage of selected brands
[image: https://lh6.googleusercontent.com/6ucKZ4gUKwgV-7irr1tI82UCQ54GJK1ymBMqrY5TcgyXris7fcriWxGbsXhEeKLKVtmevsZE52n-pzU-gePur_hWEUp8m2QOpcJ8b1ykceE9q_sM2adMJO-aFgLaKoBFZmiSOzpQ]
(Mintel, 2019)

2.1.5 Technological.
The importation of new technology into a business is an advantage for not only customers, but the organization as it makes the experience more convenient and seamless. Technology advancements has become very resourceful for Tesco as it has brought different opportunities, as well as ‘‘improved customer satisfaction’’ (Newman, 2018). With the incorporation of new technology such as Tesco’s online store and Tesco’s ‘Shop and go’ app, which is ‘‘technology that allows customers to scan and pay for their groceries on their smartphone and then walk out of the store without visiting a till’’ (Wood, 2018), means Britain's first cashless store. “We want to make it as easy as possible for customers to shop with us” (Tesco, 2016), so customers are able to save time at the checkout and they “track their spend as they go” (Quinn, 2016).[footnoteRef:6]   [6:  See appendix for full information on Technological factors. ] 


2.1.6 Competitors.
‘‘The retail supermarket industry is very competitive in the UK, with 10 different brands fighting for market share’’ (BBC, 2017). Its main competitors being ASDA, Sainsbury’s and Morrisons, which are often referred to as the Big Four in the United Kingdom, means a saturated market. Although, Downie (2018) says ‘‘German grocers Aldi and Lidl have also become strong competitors in the U.K. grocery market’’. ‘‘Tesco does have an advantage in the retail supermarket sector and experienced growth from its Tesco Extra stores” (Kantar Worldpanel, 2018).[footnoteRef:7] “The selection of groceries on offer has made customers come with fuller trolley shops” (McKevitt, 2018).[footnoteRef:8] [7:  See figure 3.0 ]  [8:  See appendix for full information on Competitive factors. ] 


Figure 3.0 Great Britain grocery Market Share
[image: https://lh6.googleusercontent.com/UG-4qFlTlRuKhBrg0CD-zCkOb8OYPR0SZsF01K2_B94sEUMdsMpOOmDr4E3rd33dRg-G9oEhaf1FdHUhUuqiLa78rzVZbgUHWN8HfA05fA4XUB2GOuf7l5_bzz303GLk_WNW1Vis] (Kantar, 2019)

2.1.7 Organization.
Tesco as a brand is perceived as a “modern brand grocer” (Tesco, 2018), as well as a British icon. In 2002, the second largest convenience store T&S was purchased by Tesco, in a £377.3 million deal. No other supermarket has done a deal this big before. However, this is because they aim to ‘‘increase its presence in many neighbourhoods across the country’’ (Tran, 2002), even though Tesco depends mostly on their UK stores.[footnoteRef:9] With this purchase Tesco will be able to busters their shares of a growing market. [9:  see figure 4.0] 












Figure 4.0 number of Tesco stores worldwide
[image: https://lh5.googleusercontent.com/yLe8zAuoeN1S15l4fV69kjtwgHEqFUXWGSnbb4DtCMnU8urmVySlSxVzI8m-zxMPnsWa8qehEPpy81tno50FMnf9xFAZRaGPWGyGVFVn0-YS0wcs6XJJGXkn-wCKUIMbUwq0nEwZ]
(Clark,2019)
2.1.8 Market. 
According to the Office for National Statistics (2019), “supermarkets have seen an increase of sales of 3.9% from the previous year”. With Tesco in particular experiencing an impressive growth over the years, “with a 2.3% increase in sales in 2018” (Tesco Plc, 2018). Although, Tesco market share is increasing, it is nowhere near its peak of 32% in October. ‘‘At its peak, in October 2007, Tesco's share hit 31.8%’’ (Wood, 2014). ‘‘The good weather over the summer helped to continue trends, however, growth has slowed since September as weaker demand began to hit the supermarkets’’ (Mintel, 2018).[footnoteRef:10] Due to the extended hot weather that the UK has endured over the summer holidays, ‘‘Mintel is forecasting further growth’’ (Mintel, 2018). With more consumers wanting to eat healthier, Tesco partnership with WWF helps cater to consumers who want to eat healthier for less. This “is ground-breaking as it will make customers buy affordable, healthy, sustainable food” (Tesco, 2018), with the aim of ‘‘reducing the environmental impact of the average UK shopping basket by 50%” (Tesco Plc, 2019). This will make Tesco’s market share grow as more people will want more healthy food for a low price.  [10:  see figure 5.0] 





Figure 5.0 Annual non-seasonally adjusted percentage change in the value sales of food retailers at current prices
[image: https://lh6.googleusercontent.com/z0EnqBJ2AqOodfvm3uLyWpXzicQlCSTo9A4HnBx2HjgJk_nkjnXT45GzPsdb-sQV6Fx0bVFKS7Gx3YwHH0MstERRouhVL_4kmUBCcpzgDBOZ3XBGhnM5BVdSp1P0-5R3m6oAjxDS]

(Mintel, 2018) 

3.0 Swot Analysis. 
There are many factors that affect Tesco’s market in the UK. The following are the key strength, weakness, opportunities and threats of Tesco as identified in the PRESTCOM above. 

3.1 Ranking.
	Strengths Ranked[footnoteRef:11]. [11:  Strength information sourced from: Downie, R. (2018).  Wood, Z., Butler, S. (2015). Symetser, C. (2019). Knox, S. (2012). BBC. (2007). Sharpe, Ashley., Bamford, J. (2000). CC. (2016). Tesco Plc. (2019)] 


1. Leading market share - currently at 28.4% 
2. Reward system increases the number of customers 
3. competitive pricing of products 
4. Geographically diverse - with 65% of its selling space outside the UK.
5. Growing number of stores
6. Victorious diversification strategy - Well liked clothing range F&F, Tesco mobile, Financial and telecom service, Tesco legal advice. 
7. Trustworthy and credible brand
8. Usage of high-level technology 
9. Largest private employer in Europe.
10. Good online presence
11. Tesco’s Jack's business expansion 



	Weakness Ranked[footnoteRef:12]. [12:  Weakness information sourced from: Admin, W. (2012). Armstrong, A. (2016). Eley, J. (2018). Wood, Z. (2016). Wood, Z. (2014). ] 


1. Failed operations outside the UK - US and Japan.
2. Loss of money due to fraud charges and scandals. 
3. Operating profits decline - share prices fell 9% by 2018 
4. Even though market share is increasing, market share is nowhere near the peak of 32% 
5. Relies mostly of UK based stores.
6. Tesco’s Jack's business expansion 




	Opportunities Ranked[footnoteRef:13]. [13: Opportunity information sourced from: Baron, O. (2019). Tesco, (2018). Tesco, (2016). Tran. (2002). Reading, T. (2013). Tesco (2018).] 


1. Tesco’s Jack's business expansion 
2. Increase in health and fitness demands
3. Alliances with other brands- e.g. partnership with WWF 
4. Growing Online business 
5. Expanding more outside the UK where the market is growing
6. More diversification strategies. 
7. More demand for sustainable food
8. Tesco’s Jack's business expansion 
	Threats Ranked[footnoteRef:14]. [14:  Threats information sourced from: Farrell. (2019). BBC. (2019). Mintel. (2018). Baron, O. (2019). ] 


1. A possible Brexit referendum - Competing with giant supermarkets in the UK  
2. competition with low cost rivals such and Aldi and Lidl. 
3. Most likely other stores becoming cheaper to keep up with market trends. 
4. Saturated Market
5. Tesco’s Jack's business expansion 




3.2 Matching.									           The following is the comparison of the SWOT above to develop core competence of the business as well as strategic positioning in the marketplace and gaining competitive advantage.
	Similarities Matched with Opportunities.

1. Due to Tesco’s credibility there should be more development and growth of the brand in expanding foreign markets where Tesco has no presence in yet. (Africa, Australia, Russia, India)[footnoteRef:15] (S8, S6, O5) [15:  see figure 3.0] 


2. Build on customers demand to be healthier and fitter by using Tesco’s online presence to generate an online chatroom in order to connect with their vegan and health enthusiastic customers more intimately through. With the use of online communication between them and Tesco nutritionist and health advisors. This could be a way of getting professional support and help through the customers fitness journey. (S11, O2, O4)

3. Clubcard’s specific for Jack’s stores as an incentive to attract more customers with the same point reward system Tesco implements for certain products. (S3, O1)
	Weaknesses Matched with Threats.

1. Tesco relies on mostly on their UK based stores. However, the UK market is already saturated with other retailers competing for leading market share. Together with the uncertainty of Brexit, Tesco’s future looks difficult unless they build revenue outside the UK market. (W6, T1)

2. Although Jack’s low pricing helps to disables Tesco’s market, they compete with Aldi and Lidl instead. Aldi and Lidl would have no choice but to lower their prices to compete with Jack’s. (W7, T2)

3. Tesco tarnished brand imagine from fraud charges and scandals could cause the Serious Fraud Office to look into Jack’s accounts unless it learns from Tesco’s mistakes and special attention is applied to every aspect of the Jack’s stores. (W2, T5)




4.0 Conclusion. 
With Tesco being part of a larger environmental market, the analysis above shows several ways and points at which the competition has influenced Tesco’s market. From the use of PRESTCOM and SWOT analysis on Tesco supermarket, point emerge from across the entire business. Traditional competitors such as Sainsburys and Lidl pose major threats for Tesco due to their offer of cheaper products. Not to mention demand on sustainable, healthier food and the uncertainty of Brexit are putting pressure on Tesco. Nevertheless, Tesco improve its sales through building on its emerging opportunities and strengths, while the weaknesses and threats are minimized to the lowest level in order to handle the challenges that come with a saturated market and the EU referendum. 




















5.0 Appendix.
	Regulatory 
	Although not a lot of supermarkets have been given the licence. Tesco’s competitor Co-op has grown in its legal service since 2006 and in ‘‘2012 Becomes first Alternative Business Structure, under 2007 Legal Services Act’’ (The Co-operative Legal Services, 2006), causing them to reach market-leading position for probate by 2014. With the goal of retaining their market-leading position, Tesco aims to reflect the results of Co-op with the launch of Tesco law in 2020. Other companies that have tried to host legal services include BT, The AA, Saga and Halifax by offering online legal documentation production. ‘Most companies that have turned to the law so far have done so on a relatively small scale’’ (Dakers, 2014). It is possible to say that Tesco would not rush into implementing the new law, but take its time and gradually expand.  Inclusively focusing on oversight, systems, controls and culture as a business in order to avoid legal action being taken on those parts. Rose (2015) expects ‘‘to see an increase in the coming years of regulatory action taken against firms (as opposed to just individual solicitors) for the business’s failures of oversight, systems, controls and culture’’.


	Economic 
	‘‘It comes as German budget rivals Aldi and Lidl continue to put pressure on the big four supermarkets’’ (BBC, 2019). Certainly, the pressure is put on Tesco because of how their German rivals aim on selling quality products for way less money than Tesco. This attracts more customers, but adds to the pressure Tesco faces to retain the same budget of £1.5bn. As a response they opened a discount chain Jack’s, an extension of Tesco UK, that’s acts as competitions for the German rivals without diminishing Tesco’s profit margins. ‘‘It seems likely that Britain's biggest supermarket group is looking to more decisively compete with rapidly expanding German discounters Aldi and Lidl’’ (Barrie, 2018). Although this would help get more consumers for Tesco, the different brandings could confuse the consumers in a way that makes Jack’s customers rivals for Tesco. People would prefer to go for the generically cheaper brand and that might make Jack’s profit to rise and Tesco profits to reduce, even if it is a branch of Tesco. 

	Social 
	Due to the fact that perishable items get spoilt easily when bought in bulk, Tesco increases the number of non-food items offered for sale, BBC (2006) adds that ‘‘It has expanded into most areas of the retail market, selling clothes, books, electrical goods and seasonal items such as barbecues and garden furniture’’. Another issue society and consumers are more concerned about is obesity. ‘‘The rise in obesity, especially childhood obesity, has given rise to significant anti-sugar lobbies in Western countries’’ (Masterson et al 2017). Due to more awareness when it comes to food by customers, Tesco approaches these issues by accommodating more organic food which would develop closer ties to the customers and create loyal shoppers. 


	Technological 
	In addition to customers feeling comfort knowing their items are readily accessible to them, they feel safer as the removal of cash would make 1800 Tesco Express stores less enticing to criminals. Although “There is a significant amount of robberies in Express stores every week’’ (Wood, 2018), less cash would mean less robberies. 


	Competitive 
	*With the nearest rivals being Sainsburys and Asda, they threaten to take Tesco’s market share as Aldi and Lidl market share has doubled in 5 years from 6.8% to 13.1%’’ (Kantar Worldpanel, 2018). However, by Tesco opening its own discount store ‘Jacks’ they meet consumer demands and carry on to maintain and grow their market share. Even though Tesco consumer perceptions has affected market share through the horsemeat scandal and fines for misleading prices. So far, ‘‘Tesco has maintained its profit margins by keeping operational costs low’’ (Vizard, 2013). 
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