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TESCO plc

Tesco is a major success story and its power is huge; in 2007, £1 in every £7 spent on the
British high street went into its tills. The company is the market leader due to its low prices,
high quality and consistently good customer service.

Tesco spends a large amount of money on market research. Its managers are obsessed
with making sure that its goods and services are desirable, affordable and available. Tesco’s
online business has allowed it to move into new markets such as financial products. It is far
better than its rivals at buying up land and winning planning permission for new stores. The
company is able to gain huge economies of scale.

However, a wide range of consumers, including clergymen, housewives and pensioners are
joining ‘Tescopoly’. This is a campaign which has become a fast growing movement on the
Internet against the expansion of Tesco, whose market share is roughly that of both Asda
and Sainsbury’s combined. Criticisms include the elimination of smaller, traditional retailers,
a reduction of consumer choice and forcing harsh ‘take it or leave it’ conditions on its suppliers.
Although, in theory market prices are determined by supply and demand, some say that this
no longer happens. It has been claimed that in the grocery market, some prices are being
dictated by Tesco’s monopoly power.

Tesco, of course, denies these claims and states that its growth benefits its stakeholders,
rather than damaging them.

Adapted from Z Wood, Tesco: richer than Peru, 15 April 2007 © Guardian News & Media Ltd 2007 and The Daily Mail, 10 March 2006
© Associated Newspapers
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Answer all questions.

Tesco, as a retailer, operates in the tertiary sector of the economy. Giving an example of each,
identify the other two sectors of economic activity.

7= o] i TP
€= 1] o] = PP
1= (o] 2 TSP PP SRR
= 0 ] o) [ [4]
(a) Analyse one reason why Tesco carries out market research.
.............................................................................................................................................. [6]
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(b) Other than market research, discuss the likely factors which will influence the future success
of Tesco.

© OCR 2009



............................................................................................................................................ [14]
State two examples of economies of scale which benefit Tesco.

=0 ] ) =
= 0 ] o) [ [2]

Analyse two ways in which Tesco might benefit from setting clear objectives.
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(@) ‘In theory market prices are determined by supply and demand’. (Line 14) Draw a supply and
demand diagram to show a market equilibrium price and quantity.

Price

Quantity
[4]
(b) State two characteristics of a monopoly.
(070 F=T = Vo1 (= 15 (o 20 PP OTPRRRPPRRR
(O dF-1 £ Lol (T 1) 1 (o3 PR EUPPPUNt [2]
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*(c) Evaluate whether Tesco’s stakeholders will benefit from the company’s growth.
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