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[bookmark: _Toc214496234]1. INTRODUCTION
Strategic marketing management needs some understanding of the macro-marketing environment, especially in competitive markets that are characterised by a high rate of change. This report examines the impacts of the changes in the external environment on strategic decision-making in the UK supermarket industry (Valiño et al., 2023). The focus of the analysis is the market leader Tesco and the follower Aldi, in which both entities have different responses to the same external pressures. The UK grocery market is currently affected by economic volatility, accelerated digitalisation processes, and increased consumer price sensitivity, which makes environmental analysis a key factor in maintaining competitiveness (Rivera, Amorim, and Reis, 2022). With a systematic method, the report critically analyses two significant macro-environment actors, namely economic and technological and how they present unique opportunities and threats to pioneers and followers. This is then followed by analysing the way Tesco and Aldi react strategically to these pressures in Porter’s Generic Strategies (Valiño et al., 2023). The report has provided the significance of environmental scanning and strategic alignment by incorporating theory, industry evidence and comparative analysis in order to traverse the highly dynamic retail environment.

[bookmark: _Toc214496235]2. TASK 1: CRITICAL ANALYSIS OF THE MACRO MARKETING ENVIRONMENT 
[bookmark: _Toc214496236]2.1 Overview of the Macro Marketing Environment
Macro marketing involves external influences that affect a firm's competitiveness but are beyond its control. These influences affect demand, cost, and long-term strategy. PESTEL analysis is more typically used to analyse industrial pressures, including political, economic, social, technical, environmental, and legal issues (Hoenink et al., 2024). In supermarkets, macro influences may quickly modify customer expectations. The generally uneven struggle between pioneers and followers is also affected. External analysis is needed to stay competitive in the UK grocery business due to rapid technological change and economic unpredictability.

[bookmark: _Toc214496237]2.2 Selection of Two External Macro Marketing Actors 
This report is centred on two macro-environmental players, which include the Economic actor and Technological actor. The pricing strategies and consumer priorities are changing in the UK supermarkets due to economic pressures that include high inflation, deterioration of real income, and market limits caused by the high cost of living (Asmare and Zewdie, 2022). The creation and delivery of value is changing due to the technological forces of digitisation, e-commerce, automation, and loyalty systems based on data. The two actors are the most disruptive in the industry, as they have a direct impact on competitiveness in the market and customer behaviour. The latest Kantar, Statista, ONS, and IGD findings indicate that economic insecurity and faster technology change are the new realities of the strategic environment of both Tesco and Aldi.
[bookmark: _Toc214496238]2.3 Critical Analysis of Each Actor
[bookmark: _Toc214496239]2.3.1 Economic Actor
The macroeconomic forces have taken over the centre stage of UK grocery retailing. Inflation kills the purchasing power of households, which makes consumers turn to cheaper and discounted forms. Food has become more expensive than wages have, and this has aggravated the price sensitivity, which in effect has promoted trading-down behaviour (Rajagopal, 2022). The change increases the level of competition among the retailers and compels them to reconsider the way they provide value. The pressure of margins has increased as well because the supermarkets are desperately trying to absorb the increasing cost of the suppliers without losing customers. The conditions determine the ways in which brands argue their prices and distinguish themselves.

Impact on Tesco (Pioneer)
Tesco faces both opportunities and risks.

	Opportunities
	Threats

	Greater bargaining power with suppliers
	Higher operating cost base due to size (Grigoli and Evgenia Pugacheva, 2024)

	Ability to stabilise prices for price-match policies (Grigoli and Evgenia Pugacheva, 2024)
	Rising energy, labour and logistics expenses

	Strong Clubcard ecosystem for personalised discounts
	Discounters (e.g., Aldi) attracting price-sensitive customers

	Growing demand for affordable private-label lines
	Risk of brand dilution from expanding value ranges (Grigoli and Evgenia Pugacheva, 2024)

	Fast expansion of private-label products due to strong supply chain (Grigoli and Evgenia Pugacheva, 2024)
	Vulnerability to unsustainable price wars



Impact on Aldi (Follower)
Aldi is structurally aligned with economic downturns.
	Opportunities
	Threats

	Increased consumer appeal during the cost-of-living crisis
	Limited presence in the omnichannel

	Minimalist store design lowers operating costs
	Weak capability to capture online-first shoppers

	Highly efficient operations keep prices low
	Tesco’s price-push and loyalty offers challenge Aldi’s “cheapest” image

	Strong trust in private-label products
	Inflation may strain Aldi’s supply chain

	Reputation as a reliable value retailer
	Pressure on margins when maintaining ultra-low prices



Strategic Implications
Tesco should compromise on price and differentiation to ensure that it is not merely a price fighter. Aldi, however, needs to maintain a high degree of cost leadership without being too rigid to be able to adapt the strategy. This is because the economic actor reveals the structural robustness and weakness of both companies.

[bookmark: _Toc214496240]2.3.2 Technological Actor
This is due to the technological change that is changing the operation and competition within the supermarkets. Due to the emergence of online grocery services, consumer expectations have changed to convenience, speed, and personalisation. AI applications can improve prediction, stock levels, and demand precision. Automation lowers the labour expenses and enhances efficiency (Timoumi, Gangwar and Mantrala, 2022). Data analytics-based digital loyalty systems allow retailers to respond with individual offers to the shopper. Contactless shopping and checkout technologies further transform the experience in stores. These changes are pushing the retailers to modernise, as well as increasing the disparity between high-tech leaders and low-tech followers.

Impact on Tesco (Pioneer)
Tesco benefits strongly from technological advancement.
	Opportunities
	Threats

	Tesco’s early-mover advantage in online grocery provides a strong digital backbone.
	High operational and investment costs arise from maintaining large digital systems.

	Well-established fulfilment hubs support fast, reliable, and scalable delivery services (Shankar et al., 2021).
	Continuous upgrades are required, increasing long-term financial risk.

	A highly functional mobile app enables personalisation and strengthens customer loyalty.
	Cybersecurity threats grow as Tesco processes expanding volumes of customer data (Shankar et al., 2021).

	AI-powered stock management improves forecasting accuracy and reduces waste.
	The complexity of operating advanced technologies adds operational strain.

	Automated checkout solutions enhance efficiency and reduce in-store congestion (Shankar et al., 2021).
	Competitors like Amazon Fresh raise innovation pressure.

	Large-scale infrastructure allows rapid adoption of new digital capabilities.
	Ocado’s technologically advanced model intensifies competition, forcing constant innovation (Shankar et al., 2021).




Impact on Aldi (Follower)
Aldi approaches technology differently.
	Opportunities
	Threats

	Aldi can selectively imitate proven technologies, reducing cost and risk (Timoumi, Gangwar and Mantrala, 2022).
	Aldi faces a significant technological gap compared to competitors.

	Partnerships with delivery services allow online expansion without building expensive infrastructure.
	Lack of a strong loyalty programme limits data-driven personalisation (Timoumi, Gangwar and Mantrala, 2022).

	Limited store automation boosts efficiency while maintaining its low-cost image.
	Low online presence weakens long-term competitiveness, especially with younger hybrid shoppers.

	Follower strategy enables cost-efficient tech adoption (Timoumi, Gangwar and Mantrala, 2022).
	Low-tech brand perception risks reducing relevance in a digital retail environment.



Strategic Implications:
Tesco needs to be technologically ahead and defend profitability. Aldi will have to find cheap selective digital solutions that can enable growth without undermining cost leadership. The forces of technology hence increase the strategic difference between the pioneers and the followers.


[bookmark: _Toc214496241]3. TASK 2: STRATEGIC RESPONSES OF PIONEERING & FOLLOWER ORGANISATIONS
[bookmark: _Toc214496242]3.1 Pioneering Organisation’s Strategic Responses (Tesco) — Using Porter’s Generic Strategies
[bookmark: _Toc214496243]3.1.1 Tesco’s Strategic Logic Under Porter
The strategic position of Tesco can be best assumed under a hybrid model, which is the combination of cost leadership and differentiation. Porter has initially asserted that the amalgamation of the two may put off the firms in the middle level, thus undermining competitiveness. However, the subsequent studies show that hybrid strategies may be effective in cases where companies have strong resources, scale benefits, and the ability to deliver both at the same time (Torres-Rodríguez, Chiroque-Alvites and Martín Mauricio-Andía, 2025). Tesco fits into this profile. Its brand strength, supplier strength and digital dimension allow it to target at lower prices without compromising on the service quality and convenience. The hybrid model also supports responsiveness of Tesco to the market conditions. It can focus on cheapness in times of economic stress and on differentiation when service, convenience or digital personalisation are deemed more crucial by the consumer.
[bookmark: _Toc214496244]3.1.2 Response to Economic Forces
Economic instability requires Tesco to enhance its cost leadership skills. The value range of the supermarket is increased to suit the increasing consumer price sensitivity. It also uses price-matching strategies to offset the advantage of Aldi. These measures buttress its low-cost position and retain customer confidence. The Clubcard Prices system is an additional benefit that helps to increase the perceived affordability, as customers are rewarded with specific discounts. Tesco is also more resistant to inflation as compared to its smaller rivals due to its size (Woods, Doherty and Stephens, 2022). Its supplier relations allow negotiating and stabilising prices. Tesco achieves cost competitiveness through increased supply-chain efficiency and minimised waste without operational resiliency. These actions indicate the way Tesco’s hybrid logic changes in economic pressure: the cost factor is put to the forefront, but the differentiation continues with loyalty and brand experience.
[bookmark: _Toc214496245]3.1.3 Response to Technological Forces
Technology increases the differentiation ability of Tesco. It has one of the most developed digital ecosystems within the UK grocery. The Tesco App and Clubcard platform allow making personal offers and engaging the customer. These online buzzes make Tesco stand out as a convenient and value-centric store. At the same time, automation and AI lower the labour intensity, operational waste, which indirectly uphold cost leadership (Valiño et al., 2023). The omnichannel services provided by Tesco, such as online delivery, click-and-collect, speedy delivery arrangements, etc, allow the company to offer a smooth shopping experience. Competitors can hardly replicate this ecosystem within a short time. The hybrid strategy of Tesco is enhanced by the fact that technology is increasing its value chain and operational efficiency.
[bookmark: _Toc214496246]3.1.4 Critical Evaluation
There are strengths of Tesco’s hybrid strategy. Competitive strength is supported by its brand strength, information and omnichannel access. The hybrid model enables Tesco to juggle between service-based differentiation and affordability. Nonetheless, the risks can also be found in the model. The pressure on margins is created by constant investment in technology and the improvement of supply chains. The recession periods further complicate this situation because Tesco has to offset the innovative expenses against low-cost promises. Strategic blur is something that can happen. When Tesco competes too much on prices, then they compromise the differentiated value; when they invest too much in service or digital innovation, they compromise the price gap with the discounters. Tesco has to recalibrate regularly. Its competitiveness is based on the need to strike the right balance between cost and differentiation and adjust to the unpredictable macro forces.

[bookmark: _Toc214496247]3.2 Follower Organisation’s Strategic Responses (Aldi) — Using Porter’s Generic Strategies 
[bookmark: _Toc214496248]3.2.1 Aldi’s Strategic Logic Under Porter
Aldi pursues a pure cost-leadership approach. The model of its business fits the principles of cost focus of Porter well. Aldi keeps it simple to achieve efficiency. It has a narrow mix of SKUs, is dependent on house brands and structures stores based on speed and simplicity. All the strategic decisions are an obsession with cost-cutting (Timoumi, Gangwar and Mantrala, 2022). It has a flat organisational structure, streamlined supply chain and a purposely minimal in-store environment. Such alignment is boosting the capability of Aldi to keep operating costs in the sector at the lowest possible. Its strategy is transparent, strict and not easy to be imitated by competitors until structural change.

[bookmark: _Toc214496249]3.2.2 Response to Economic Forces
Economic pressure is a great advantage to Aldi. The issue of costs of living is making consumers turn to discount formats, and Aldi stands in the right place to react. It supports its value proposition through reinforcing its lines of private labels that cost less to manufacture and are sometimes viewed as quality. Close SKU management safeguards Aldi against inflation due to the fact that the number of products is reduced, and so, the supplier negotiations of products are volatile (Asmare and Zewdie, 2022). Aldi maintains low costs predictably. Another strategic move is expanding the stores in an economic recession. Aldi is expanding its physical presence, taking over new local markets and growing nationally, as shoppers are looking to shop at lower prices. Economic restrictions, however, intensify the performance of the rigid cost leadership of Aldi.
[bookmark: _Toc214496250]3.2.3 Response to Technological Forces
Aldi is not really fast in terms of using new technology. The company will not invest in any initiatives that fail to produce the intended impact unless that initiative is related to the cost-leadership strategy (Grigoli and Pugacheva, 2024). Instead of building a costly online platform, Aldi contracts this service to third-party providers like Deliveroo and, thus, making its transition to online grocery services cost-effective and low-risk. Aldi believes that automation should be used for cost-cutting (less labour), because the company maintains a low-cost strategy. On the whole, its strategy is an illustration of a strict Porterian approach: technology is a tool of efficiency, not a differentiator.
[bookmark: _Toc214496251]3.2.4 Critical Evaluation
There are strengths of Aldi in terms of its cost-leadership strategy. Its simplicity of operation brings about efficiency, robustness and proper performance during inflationary times. The brand is easily understandable, and this builds consumer trust. Nevertheless, its shortcomings are also apparent. The digital capacity of Aldi is incomparable with Tesco. The lack of a loyalty ecosystem undermines data-based decision-making. Online presence is limited, which limits competitiveness in an environment where digital convenience is taking centre stage (Hoenink et al., 2024). Aldi also runs the risk of lagging as the industry becomes increasingly technological. Cost leadership, in strict terms, will help in short-term competition, particularly during recessionary periods, but will undermine long-term digital preparedness. Aldi has to make a choice on whether absolute cost leadership is worth more than the strategy risk of low technological involvement.



[bookmark: _Toc214496252]4. CONCLUSION
The economic and technological forces are transforming competition in the UK supermarket industry and redefining the processes in which value is created. The two companies, Tesco and Aldi, face the same pressure in the external environment; however, their reactions differ since they follow different strategic rationales (Rivera, Amorim and Reis, 2022). Tesco works as a pioneer, adjusting its hybrid model to balance the aspects of cost and digital differentiation. Aldi is a follower which strengthens the hard cost leadership to maintain its low price brand. These differences explain the strategic significance of environmental scanning. Companies that pay attention to macro forces will be able to reposition faster and build stronger competitive advantages. The Generic Strategies developed by Porter explain the differences between respect to pioneers and followers, and the differences between the approaches, which have their own set of strengths and threats (Shankar et al., 2021). In the future, Tesco will be able to cope with the balance of cost and value, and the long-term survival of Aldi will depend on its potential to retain the cost advantage and selectively respond to the change of technology. The two entities have to be agile in a market that is rapidly changing.
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