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[bookmark: _Toc225472458]1. Introduction 
Firms need strategic marketing management in order to attain a competitive advantage in dynamic markets. The purpose of the report is to examine how the macro marketing environment has influenced the strategic decisions of organisations. It provides a comparison between the reaction of a pioneering organisation (Tesco) and a follower organisation (Aldi) in accordance with external environmental factors in the retail sphere.
The grocery retail market in the UK is significantly competitive, with the leading retail chains being Tesco and Aldi. The industry has recorded tremendous growth due to evolving consumerism, digitalisation and sensitivity to price with over £500 annual sales value in 2024 (Statista, 2026). 
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Figure 1: Retail Sales Value in UK
(Source: Statista, 2026)
The low-cost and efficiency of discount retailers such as Aldi have enabled them to win a market share. Concurrently, other long-standing retailers such as Tesco are still innovating by diversifying, providing online services, as well as customer loyalty programmes. The macro-marketing environment plays a significant role in influencing organisational strategies and positioning in the competitive market. It assists organisations to realise the external opportunities and threats, allowing organisations to make more strategic decisions which are more effective.
This report has been divided into two tasks, the former task is a critical assessment of two important macro-environmental variables based on the PESTLE framework, whereas the latter task is an evaluation of Tesco and Aldi strategic reactions on the basis of applicable strategic models.
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[bookmark: _Toc225472460]2.1 Macro Marketing Environment
The macro marketing environment encompasses the general external factors or forces that affect the performance of organisations however are difficult and hard to control. PESTLE (Political, Economic, Social, Technological, Legal, and Environmental factors) is a popular model of macro environmental analysis, offering a systematic way of comprehending external forces (Kaur et al, 2022). The selected two factors are economic factor and technological factor. 
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Figure 2: Food and Beverages Inflation Rate in the UK
(Source: Statista, 2026)
The economic factor is significantly applicable in the retail sector since variations in inflation, income and cost of living have a direct impact on consumer spending habits and demand for goods of low prices. As an example, the rate of inflation in food prices in the UK stood at approximately 3% in 2024 (Statista, 2026). 
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Figure 3: Online and In-store Grocery Shopping
(Source: Statista, 2026)
Technological factors are important because digital transformation is transforming the manner in which the retailers work, compete, and communicate with customers using online platforms and automation. For example, over 30% of UK consumers used online grocery services at least once in 2023, highlighting the growing importance of digital capabilities in retail strategy (Statista, 2026).
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[bookmark: _Toc225472462]2.2.1 Impact on the Pioneer Organisation, Tesco
Consumer purchasing behaviour is greatly affected by economic factors like inflation, income level, cost-of-living pressures among others. Tesco is under pressure during economic downturn times due to the sensitivity of consumers and their transition to less expensive options (Tesco, 2026). This poses a risk to the traditionally wide product range of Tesco, which covers the premium ranges (Kar and Harichandan, 2022). Nevertheless, Tesco has acted strategically and is now enlarging its value-priced product lines (e.g., own-label and discount-based products) and thus is able to keep its customers in the various income brackets. In the UK grocery market, Tesco has approximately a market share of 27%, which contributes to its competitive advantage in the economic pressure (The Guardian, 2026). Its size and supply chain potential gives it strength to bargain more with its suppliers and retain competitive prices. Therefore, economic difficulties though posing threats also present Tesco with opportunities to diversify and strengthen its leadership in the market.
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In the case of Aldi, economic crises are a great opportunity. Its low-cost business operation model perfectly matches with the augmented demand of low-end groceries. Aldi can gain market share at the expense of the luxury retailers, and this consolidates its competitive position (Aldi.co.uk, 2026). In the UK, Aldi gained a market share of around 10%, representing a robust expansion in terms of the cost-of-living pressures (The Guardian, 2026). Nevertheless, the dependence on the cost-leadership strategy may be a constraint as well. When the economy is doing well, the customers can revert to the high-quality products to decelerate the growth rate of Aldi. Thus, economic factors favour Aldi during bankruptcies, however, it can be a long-term threat in case consumer preferences change (Huang et al, 2024).
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Tesco has found massive opportunities in technological advancements that have taken place especially in e-commerce, data analytics, and automation. Tesco as a leader has spent a lot of money in online shopping, loyalty schemes and supply chain management (Tesco, 2026). Such innovations will improve the customer experience, increase efficiency, and brand loyalty. The rising level of digitisation is evident as Tesco is targeting approximately 16% of its overall revenue in the UK through online sales (The Guardian, 2026). But such investments demand a lot of capital and this is risky in the event the returns are not instantaneous. Moreover, there is a rapid technological change, which requires constant upgrading, which complicates the operation. These obstacles notwithstanding, Tesco has a powerful competitive advantage due to its early adoption, especially when it comes to omnichannel retailing (Correia et al, 2023).
[bookmark: _Toc225472466]2.3.2 Impact on the Follower Organisation Aldi 
Aldi has long been lagging behind in the use of modern technologies, concentrating on operational simplicity and cost-effective operation. Although this strategy minimises its cost, it may hamper its competitiveness in terms of online shopping of groceries and personalised marketing (Aldi.co.uk, 2026). Aldi has a small range of products (about 2,000 in comparison with more than 20,000 in big supermarkets) which minimises the necessity of complicated technological systems (Assets publishing Gov UK, 2026). However, Aldi is selective in the application of technology, where it makes it efficient without causing any major expensive changes. Indicatively, simplified store operations and restricted product categories diminish the presence of complex systems. Such a slow strategy enables Aldi to stay in its niche of low prices, yet it risks losing its role in a digitally transforming market.
Comparative Competitive Positioning Based on Economic and Technological Factor
The broad strategy will enable Tesco to protect its position whereas the focus on costs strategy by Aldi will enable aggressive growth. Finally, Tesco has a competitive edge of scale and diversification, whereas Aldi has an edge of efficiency and price leadership to take on the challenge to the incumbents. Technology contributes to the increase in the strategic gap between Tesco and Aldi (Aliahmadi et al, 2022). The ability to invest in digital capabilities helps Tesco in its differentiation strategy as it allows it to provide convenience and customised experiences. Conversely, Aldi has not embraced technological use as much as this weakness supports its cost-leadership model since it has limited flexibility to compete in the digital channels. Tesco is at a better place to reap the benefits of future growth as consumer expectations are switching to convenience and online services. In conclusion, the wide scope of Tesco gives them stability and comes at a high cost, whereas the narrow scope of Aldi ensures that they are efficient and restricts their ability to be adaptable.
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Response to the External Challenges and Opportunities
Tesco being a pioneering organisation follows a multi-layered and proactive strategy to react to the external challenges such as inflation, shifting consumer behaviour, and the accelerating digital transformation. The economic strains, especially the increased cost of living in the UK have had a negative effect on consumer purchasing behaviour pushing most of the customers towards value-based products. Tesco has reacted by enhancing the price competitiveness by enabling the price-matching tactics and extending its own-label product lines including the value and the moderate ones. This helps Tesco to maintain price-sensitive customers and at the same time serve premium segments. Tesco has a market share of about 29.4% in the UK grocery market, which is an indicator of its strong competitiveness and resistance to the effects of the economy (Retaildetail.eu, 2026). On the other hand, Tesco uses its size and supply chain efficiency to negotiate improved terms with its suppliers, it is able to maintain competitive prices without making any serious margin cuts. This shows that the economic obstacles can also present the opportunity of strengthening the market leadership of large firms. 
Nonetheless, such a wide approach demands great efficiency of performance and continuous cost measurement, which may complicate the work of managers. There are also technological aspects that have influenced the strategic reactions of Tesco. The company has invested heavily in the digital transformation, such as e-commerce systems, mobile apps, and customer engagement systems that are built on data. Tesco is already a leader in online grocery in the UK with an estimated market share of 27 %, and this indicates that Tesco has been highly successful in digital retailing (Statista, 2025). A prime example is the Clubcard loyalty programme where customer data analytics is used to deliver personalised deals and enhance customer retention. Besides, Tesco has made investments in supply chain automation and fulfilment centres to enhance speed and efficiency in delivery.  Lastly, the high rate of technological change raises the risks of having to constantly innovate, which is difficult to do in the long term. 
The application of Porter’s Generic Strategies 
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Figure 4: Porter’s Generic model
(Source: Influenced by Stefan et al. 2023)
The hybrid approach combining the cost leadership and differentiation are the key strategies of Tesco as per the Porter’s Generic model. Tesco achieves cost leadership due to the economies of scale, effective logistics, and the competitive price policy including price-matching and bulk buying (Tesco, 2026). Tesco stands out in terms of a broad product offering, brand name, and high level of digital offerings, such as online shopping of groceries and personalised marketing. The hybrid approach of the retail industry enables companies to address a wide range of customers, between low-end consumers and high-end customers (Ateljević et al. 2023). In retail, the application of hybrid models also increases customer loyalty and general market positioning. The proactive and innovative nature of Tesco allows it to fit well to the external challenge and still have long-term competitive advantage.
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Reaction to Environmental Threats and to sustain the Competitions
Aldi being a follower organisation uses a focused and efficiency-oriented approach to adaptation to changes in the external environment. The economic problems, especially inflation and decreased consumer buying power create great opportunities for Aldi. The company can target price-sensitive customers because its business model is low-cost, and the trend towards purchasing products of lower cost is also on the rise. Consequently, Aldi has grown its market share to about 11.4% in the UK grocery market which has reflected a growth in the past few years (The Guardian, 2025). The Aldi strategy is centred on achieving low prices by keeping its range of products to a level of 2000 items in comparison to more than 20000 products in the conventional supermarkets (Assets publishing Gov UK, 2026). Aldi is still increasing its physical location, having more than 1,000 stores in the UK, which enhances access and market coverage. Nevertheless, high reliance on cost leadership can also be a source of limitation to Aldi. In times when the economy is stable, consumers can move to acquire more and better-quality products, or more variety, which would put the Aldi growth in check. 
Moreover, Aldi has a few product lines and, therefore, might not be able to respond to evolving consumer requirements. As compared to Tesco, Aldi does not invest heavily in the digital transformation, however, it concentrates on the technologies that increase the process efficiency without increasing enough cost. Although this strategy helps it to sustain its low-cost business model, however, the strategy of digitisation restricts Aldi to compete within the expanding online grocer market. In the UK, online grocery sales have experienced a growth of more than 12% of the total grocery sales, which underscores a lost opportunity on the part of Aldi (Aldi.co.uk, 2026). Lastly, the weak digital presence of Aldi diminishes its capacity to provide convenience and customised experiences that are becoming more and more important to consumers in the modern world. 
Growth Matrix of Ansoff 
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Figure 5: Ansoff Growth matrix
(Source: Influenced by Hortega et al. 2025)
As per the Ansoff Growth matrix, the major element of Aldi is as well concentrating on the market penetration and market development strategies. Ansoff Growth matrix helps stakeholders conceptualise the level of risk associated with different growth strategies (Hortega et al. 2025). Aldi was primarily focusing to attain the market penetration through aggressive pricing and it enabled Aldi to attract customers. Aldi is developing the market with the help of geographical expansion as this company opens around 40 to 50 new stores in the UK following a £370 million investment, aiming to bring its total to over 1,000 stores (Aldipresscentre.co.uk, 2026). The constant process of opening new stores makes Aldi more accessible and targets new customer groups in various locations. This growth promotes consistent growth and makes it a strong player in the market. 
Nonetheless, Aldi is not concerned with product development and diversification. Its product line is limited to achieve efficiency and cost control which is in line with its overall strategy. Although this strategy helps to maintain the simplicity of operations, it decreases flexibility and restricts Aldi to adaptability to evolving demands of consumers, especially in such aspects as high-quality products and digital services. The simplicity, cost management, and expansion approach of Aldi which it has preferred lets it grow steadily and compete effectively with the bigger retailers. However, its limited adoption of technology and narrow strategic scope may restrict its long-term adaptability in an increasingly digital and dynamic retail environment.
[bookmark: _Toc225472470]3. Conclusion 
Summary of key findings 
Thus, it can be concluded that the macro-marketing actors present opportunities as well as threats to Tesco and Aldi and affect their strategic reactions and competitiveness. The discussion reveals that the technology and economy play a very potent role in retail strategies and how Tesco and Aldi can compete and effectively react to the response. Tesco successfully balances innovation with digital investment and the hybrid approach to a wide range of customer groups to maintain a market share of about 27 to 28% successfully. Cost leadership, efficiency, and a narrow scope strategy based on attracting price-sensitive consumers allow Aldi to develop a stable growth. The low-cost model adopted by Aldi is supported by economic pressures whereas Tesco has advantages in online shopping, customer interaction and services delivery due to technological advancements.
The strategic significance of environmental scanning and adaptive marketing responses
The benefits of environmental scanning are that organisational leaders are able to recognise opportunities and threats that exist outside the organisation at an earlier stage to enable them to make superior strategic decisions in competitive and dynamic retail markets. Tesco leverages environmental intelligence to invest in digital transformation, automation, and personalised marketing, which results in higher efficiency, customer satisfaction and sustained competitiveness. Economic uncertainty and the results of environmental scanning enable Aldi to enhance its cost-efficiency, optimisation, and an adequate response to increasing demand in low-cost products. Adaptive marketing strategies assist organisations to be in harmony with the dynamic preferences of consumers to remain relevant, sustainable and competitive in the dynamic market environment.
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