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1 Introduction
1.1 background
Operations management is the administration of business structure, practices, and processes to enhance efficiency and
maximize profit[38]. Tesco is the biggest retailer in the UK with more than 3400 stores and 344,117 employees [1]. It
focuses on food products selling and some non-food services such as clothing, home appliances, finances etc.[2]. Over the
last five years, Tesco has had a healthy growth in revenues and net profits, from 57.49 billion and 1.21 billion in 2015 to
63.91 billion and 1.32 billion in 2019 [3]. Tesco has established itself as a dominant player in the grocery industry, its
commitment is providing high-quality products at affordable prices and its ability to adapt to changing consumer
demands[38]. Tesco's operation management practices have played a significant role in its growth and success over the
years.
1.2 Purpose and Significance
The purpose of this case study is to examine the operation management practices employed by Tesco in its grocery retail
operations in the UK. Operation management plays a critical role in the success of any retailer, and Tesco's approach in
this area has been instrumental in its growth and sustained performance. By studying Tesco's operation management
practices, we can gain insights into the strategies and methods used by a leading grocery retailer to effectively manage its
operations, meet customer demands, and maintain a competitive edge. In addition, it can also provide valuable insights
and lessons for other grocery retailers seeking to optimize their operations and achieve sustained growth in the UK market.
Conducting a study on the operations management of a grocery retailer like Tesco in the UK holds significance in terms of
practical application, identifying industry best practices, improving performance, contributing to academic research,
supporting decision-making, and enhancing overall industry competitiveness.
1.3 Structure
This paper is going to concentrate on the operation management of Tesco, analyzing its products, service, process, and
layout design, studying its resource planning and control as well as capacity management. These areas are essential for
Tesco's ability to meet customer expectations, maintain product availability, and ensure a positive shopping experience for
its customers. In addition, the contribution of these aspects to the realization of Tesco's operational objectives, the increase
of profits, and the long-term development will be analyzed in detail.
2 Literature review
The grocery retail sector in the UK is highly competitive, characterized by thin profit margins, changing consumer
preferences, and technological advancements. In this context, effective operations management is essential for grocery
retailers to maintain competitiveness, enhance customer satisfaction, and ensure profitability. This literature review
examines the key concepts, strategies, and challenges related to operations management in the UK grocery retail sector,
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with a specific focus on Tesco, one of the largest retailers in the country.
2.1 Supply Chain Management:
Supply chain management (SCM) plays a crucial role in the operations of grocery retailers like Tesco. With a vast
network of suppliers, distribution centers, and stores, Tesco must efficiently manage its supply chain to ensure the
availability of products, minimize costs, and reduce lead times. Research by Christopher[4] emphasizes the importance of
collaboration and integration across the supply chain to achieve these objectives. Fernie[5] and Sparks[5] Tesco's adoption
of advanced technologies such as RFID (Radio Frequency Identification) and EDI (Electronic Data Interchange) has
enabled real-time visibility and coordination throughout its supply chain.
2.2 Inventory Management:
Effective inventory management is critical for grocery retailers to balance supply and demand while minimizing holding
costs and stockouts. Tesco employs various inventory management techniques, including Just-In-Time (JIT) and
Economic Order Quantity (EOQ), to optimize its inventory levels. Research by Slack et al.[6] suggests that Tesco's use of
sophisticated forecasting algorithms and data analytics has improved its inventory management practices, leading to
enhanced efficiency and reduced wastage.
2.3 Customer Service and Experience:
In the competitive grocery retail market, providing exceptional customer service and experience is paramount. Tesco has
invested heavily in technologies such as self-checkout systems, mobile apps, and online ordering platforms to enhance the
shopping experience for its customers[5]. Research by Voss et al.[7] highlights the importance of understanding customer
preferences and behaviors in designing effective service delivery processes. Tesco's focus on personalized promotions and
loyalty programs reflects its commitment to delivering value to its customers.
2.4 Sustainable Operations:
As sustainability becomes increasingly important to consumers and regulators, grocery retailers like Tesco are under
pressure to adopt environmentally friendly practices throughout their operations. Liu and Bai mentioned that Tesco has
implemented various sustainability initiatives, including reducing food waste, sourcing locally, and investing in renewable
energy[8]. Research by Seuring and Müller[9] emphasizes the role of operations management in driving sustainability
initiatives and enhancing corporate social responsibility.
2.5 Omni-Channel Retailing:
The rise of e-commerce and omni-channel retailing has transformed the grocery retail landscape, presenting both
opportunities and challenges for retailers like Tesco. Tesco's multi-channel approach, which integrates online and offline
channels, allows customers to shop seamlessly across various touchpoints [5]. Research by Ivanov et al.[10] highlights the
importance of agility and flexibility in omni-channel operations to meet changing customer demands and market
dynamics.
2.6 Store Layout and Design:
Store layout and design significantly impact customer experience and operational efficiency. According to Baker [40], an
effective store layout improves customer flow, promotes impulse buying, and enhances the overall shopping experience.
Retailers like Tesco invest in-store layout optimization, implementing strategies to maximize product visibility, ease of
navigation, and strategic placement of items. This helps increase sales and customer satisfaction[43].
2.7 Technology-enabled Solutions:
The integration of technology has brought fundamental changes to operation management in grocery retail. Retailers are
increasingly adopting technologies such as self-checkout systems, mobile apps, and online ordering platforms [39]. Tesco,
for example, implemented self-checkout systems that facilitate faster transactions and reduce waiting times, enhancing
customer satisfaction and operational efficiency. Additionally, the use of data analytics and predictive modeling helps
retailers make informed decisions and improve supply chain performance [41].
2.8 Continuous Improvement and Innovation:
In the fast-paced grocery retail industry, continuous improvement and innovation are vital for success[42]. emphasize the
importance of retailers like Tesco regularly reviewing and improving their operation management practices to adapt to
changing customer expectations. Innovation in areas such as product selection, store formats, delivery methods, and
sustainability practices contributes to maintaining a competitive edge[44].
3 Operation design
3.1 Product design
Tesco, the biggest supermarket in the UK, is not a manufacturing organization, but has its products under the brand name
‘Tesco’ such as Tesco tea, Tesco still water, and Tesco bread.
Nowadays, a healthy lifestyle has attracted more people's attention. To support the parents' goal of nurturing a healthy diet
for their babies and help the youngest customers lead healthier lives, Tesco launched a new baby food range[11]. Unlike
other food products, the recipes of baby foods are designed by experts and nutritionists, and all the products are made by
Tesco, which contains absolutely no salt or sugar, no artificial colors or spices, and has at least 45 percent vegetables per
meal[11]. From Tesco’s perspective, this product specially designed for babies can bring them great revenue and profits,
because parents are willing to spend lots of money for their children's health. On the other hand, no salt or sugar, no
artificial colors or spices can help Tesco to save costs. What’s more, the act of providing babies with a healthier diet can
gain parents’ trust and thus further gain customers’ loyalty.
3.2 Service design
To provide every customer with a great shopping experience, Tesco offers a variety of services for customers.
3.2.1 Clubcard



138

Clubcard is a loyalty card introduced by Tesco in 1995, which aims to give customers more ways to get the best value[12].
Customers can use their Clubcard to collect one point from every pound they spend in-store and online, every 150 points
received will be turned into £1.50 vouchers for customers, which may help them save lots of money in future
shopping[12][37]. What’s more, in 2019, a new loyalty subscription service, Clubcard Plus, which is an add-on to the old one
was launched and brings shoppers some extra benefits each month, which include 10 per cent off getting from two big
shops in-store and double data receiving on Tesco Mobile[36]. From Tesco’s perspective, Clubcard can help them to win
customers' loyalty, because the benefits of Clubcard can increase customers' satisfaction with shopping, thus further
increasing their trust and loyalty.
On the other hand, Clubcard enables Tesco to analyze the purchasing habits and behavior of each customer, as well as the
frequency of a certain product purchase. By analyzing the data, Tesco can respond to whether the product should be
introduced, retained, or removed from the shelves promptly, thus effectively improving the flexibility of service.
3.2.2 Scan as you go
The Barcode system allows Tesco offer Scan as You Shop service to customers who are Clubcard members[13]. Customers
need to scan their Clubcard to start shopping and then scan the barcode of each product they want to purchase using the
handset[13].
Then, customers can put the scanned items directly into their bags and pack them as they go, so they do not need to take
everything out at checkout[13].
When the shopping is finished, customers can go straight to the Scan as You Shop checkout, paying by scanning the
barcode at the top of the till[13].
This service provides customers with great convenience, which speeds up their shopping and saves them valuable time.
Because customers do not need to wait in a queue for a long time, nor do they have to wait for the cashier to scan each
purchase. From Tesco's point of view, this service may help them save staff costs, because if all customers who use the
handset go to the checkout, Tesco may need to open additional checkout counters and increase the number of cashiers.
3.2.3 Staff visibility
Tesco has a high staff visibility for providing timely assistance to customers. According to Tesco News[14], employees in
uniform can be seen everywhere in Tesco. When customers need any help, such as when they cannot find a specific
product, they can easily identify and find nearby staff to get timely help[14].
Tesco’s high staff visibility can not only improve customers’ shopping speed, and save their valuable time because their
problems in the shopping process can be timely dealt with, but also improve the overall service quality of Tesco and
increase customer satisfaction.
3.2.4 Online shopping & Delivery
Tesco has launched an online shopping system that allows customers to shop as quickly as possible. When customers want
to make a purchase, they just need to log on to the official website of Tesco, search for their desirable products, and put
them into a shopping basket[15]. When the shopping is over, customers need to book (if available) a two-hour delivery slot,
which is between 8 am and 11 pm from Monday to Sunday[16]. The charge for delivery is from £1 to £6 depending on the
period customers choose[16]. Once all the steps have been completed, the one thing left is to pay and wait for delivery at
the time customers specify[16].
Online shopping avoids wasting customers’ valuable time, increasing shopping speed. Because they do not have to walk
from one shelf to another and look for specific items or wait for payment in a long queue[15].
On the other hand, shopping online may help shoppers to save traveling costs. Although delivery is charged, it is still
cheaper than a bus or taxi, or even fuel costs if they normally drive[16]. Finally, usually timely delivery by Tesco reflects its
service dependability.
3.3 Process design
3.3.1 Process types
The Service Process Matrix is a classification matrix of service industry firms based on the characteristics of the
individual firm's service processes[17]. According to Slack[17], there are four different service process types based on

volume and variety, which are service factory,
professional service, service shop, and mass service.

Figure 1. Service Process Matrix[17].

Professional services involve a high variety and
volume of customers, moreover, these services
normally have a high degree of customization and staff
discretion[17].
Service shops involve a medium degree of customer
volume, customization and staff discretion[17].
Mass services are characterized by a high level of
customer volume combined with low customer
customization, and staff discretion[17].

Service factories involve a low degree of labor intensity and a low degree of interaction and customization, which allows
service firms in this quadrant to operate in a fashion similar to factories[17].



139

3.3.2 Tesco process type
Tesco has a super high level of volume with millions of customers a week[18]. As a retailer, Tesco does not offer
customized services, shoppers can only choose provided products, moreover, in this process, customers usually make little
communication with staff[19]. These characteristics indicate Tesco belongs to the mass service process.
3.3.3 Tracking technology
Tesco uses thermal imaging cameras to monitor queue lengths, and reduce customer waiting time[20]. The ‘Smartlane’
system can sense the number and behavior of shoppers at checkout using infrared sensors mounted on the ceiling above
the tills [20]. In addition, the smart sensor will automatically calculate the average queue length and waiting time, and
predict the needs for open extra checkout within an hour, which enable Tesco to respond to potential queuing problems as
quickly as possible, optimizing the deployment of checkout staff, thus may increasing service speed and flexibility[20]. On
the other hand, through the monitoring and analysis of customers, Tesco can make a reasonable allocation of personnel,
such as arranging cashier staff to other posts during periods of low traffic, which improves the utilization efficiency of
human resources and saves staff costs[20].
3.4 Layout design
3.4.1 Layout types
Slack[21]stated four different layout types. Fixed-position layout is that the transformed resources within an organization
do not move between transforming resources; Functional layout is one in which similar resources or processes are
normally positioned together; Cell layout is one where transformed resources entering the operation are pre-selected to
move to one of the cells in which all the transforming resources are positioned; Line layout involves fully positioning
people and equipment for the convenience of the transformed resources[21].
3.4.2 Tesco layout type
Tesco mainly uses a functional layout. Products are arranged in order of functional relevance or similarity, which means
each category of products such as foods and clothing, has its exclusive area and with a specific sign of the product
category name. The purpose of this layout is to provide convenience for shoppers, customers can easily identify display
areas for the products they want, thereby saving their shopping time and increasing shopping speed[22].
3.4.3 Tesco layout design
Tesco keeps the layout of its stores the same, no matter where it is located. Atkinson[23] indicated that whether Tesco is
positioned in London or Cambridge, the layout of its stores is essentially the same, departments such as food and clothing
are arranged in roughly the same location. The same store layout allows customers to quickly find the area where the
goods are located, which greatly saves shopping time[23].
Tesco, on the other hand, has designed the display locations of its products to increase its revenue. For example,
necessities such as bread, flour, and sugar, which are relatively cheap, may be placed at the back of the store, thereby
customers will go through lots of high-margin products to get the essentials[21]. The process could help Tesco boost sales,
as customers may buy products that are highly profitable but not on their shopping lists. Moreover, high-margin products
are placed at eye level, while low-margin products are placed higher or lower. This may lead customers to buy higher-
margin products before searching for products above or below eye level, or some customers may not want to raise their
heads or squat down at all.
4 Planning and Control
Planning and control refer to coordinating the relationship between market demands and business resources[17].
4.1 P:D ratio
P:D ratio of an operation refers to the total time the customer must wait for the product or service (D), as compared with
the total time needed to produce the product or service (P)[17]. There are four types of planning and control. ‘Produce to
stock’ is to produce products using traditional manufacturing methods and keep them in stock until the customer buys[24];
‘Part produce to order’ is means that the products ordered by its customers are quickly produced and to some extent
customizable[25]; ‘Produce to order’ means that consumers can buy products customized to their specifications, and
businesses only start producing products after they receive a confirmed order[24].
‘Resource to order’ means individual parts are designed and assembled according to each customer's order[26].

Figure 2. P:D ratio[17].

4.2 Planning and control type of
Tesco
Tesco belongs to ‘Produce to stock’,
because it has a high volume of
products, providing 90,000 products
for customers every week, such as
foods, drinks, and clothing,
customers can only choose from the
products provided[27]. Although
customers cannot enjoy the service of
customized products[19], they can

choose any delivery time between 8 am and 11 pm, and the products will be delivered on time within the period specified
by them[28]. ‘Produce to stock’ belongs to mass customization, which allows for mass production at a faster rate and a
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lower unit cost[29]. In addition, ‘produce to stock’ can save customers’ time, because the products have been produced in
advance for customers to buy[30].
4.3 Influence factor
Planning and control will be influenced by supply and demand. Slack[17]indicates two demand types which are dependent
and independent demand. Some businesses can forecast demand with relative certainty because demand for their products
and services depends on some other known factor, this is called dependent demand. In contrast, independent demand
means that companies need to supply future demand without knowing exactly what the demand is[17]. The demand of
Tesco is mainly dependent. Tesco forecasts the demand based on local customers’ transaction information. Tesco records
about 8 million transactions a week, which creates about 50 gigabytes of data, through analyzing data, Tesco can
understand customer's buying preferences, shopping habits, and purchase frequency of each product, determine high-
demand and medium-demand products as well as products that can be removed from shelves, thereby providing more
accurate demand and better inventory management[31].
4.4 Stock planning and control
In terms of inventory, the first step for Tesco is to predict the demand in the short period and based on the forecast,
prepare enough inventory to meet the needs. Tesco stores enough products in the warehouse for daily sales during normal
periods. For the peak time, it will deliver more extra products by truck to deal with the lack of stock[19].
4.5 Staff planning and control
To better serve customers and expand the market, Tesco provides its staff training during work[32]. On the one hand,
trainees have a chance to fulfill their target roles through job rotation or secondment, assuming full responsibility on a
temporary or limited basis. On the other hand, employees will be trained in some specific skills, such as team-building,
communication, and planning.
To motivate employees and retain them for a long time, Tesco provides its employees with many benefits, such as sick,
holiday and maternity pay, and annual bonuses up to 3.5% of base salary[33].
5 Capacity management
Capacity management refers to the understanding of the nature of supply and demand in operations and the handling of
differences between them[17].
5.1 Mismatches management between demand and capacity.
Clack[17] indicates three ways to cope with mismatches between demand and capacity, which are the level capacity plan,
Chase’s demand plan, and Demand management. The level capacity plan refers to the fixed capacity during the planning
period, ignoring changes in customer demand. Chase demand plan means that the organization changes capacity
according to customer demand. Demand management is to change the pattern of customer demand to reduce demand
fluctuations[17].
5.2 Strategy Adopted by Tesco
Tesco adopted a mixed strategy which is chase demand and demand management to manage mismatches. On the one hand,
by analyzing the transaction information of customers, Tesco can summarize the shopping habits, preferences, and
product purchase frequency of customers, and then distinguish products with high demand, medium demand and, low
demand[19]. Thus, capacity and inventory can be effectively planned. On the other hand, in terms of seasonal and low-sales
products, Tesco employed discounts and promotions methods. For example, Tesco offers a 20% discount on its summer
clothes, which two polo shirts for £2.5 and two skirts for £8[34]. In addition, some products buy one get one free, such as
Heinz burger sauce and Playdoh[35].
Conclusion
Tesco is a successful retailer. To achieve its operation objectives, increase profits as well, and get a better development,
Tesco put efforts in many aspects. On the one hand, it launched new products for babies, and offered more services for its
customers such as Clubcard, scan as you shop, and home delivery. In addition, tracking technology is used to increase its
service speed. Moreover, Tesco designed its layout for customers’ convenience and revenue increase. On the other hand,
planning and control are also a useful part of the operation. Tesco provided useful training and benefits to its employees
and for stock, inventory is always prepared for customers demand. Finally, Tesco adopted mixed methods to manage its
capacity, and deal with the mismatches between demand and capacity.
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