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[bookmark: _Toc214097560]1. Introduction
The strategic marketing management demands organisations to constantly react and observe external environmental forces that influence their competitive positioning (Alsharari, 2024). The macro marketing environment in the UK grocery retail sector is very dynamic and competitive. Thus, insights into the macro marketing environment are needed to come up with effective marketing strategies in the long run. In this report, the two leading organisations, Tesco as a pioneer organisation and Aldi as a follower organisation, are compared in terms of their response to changes in the external macro-environmental factors. Considering the fast-changing nature of the sector due to increasing digital innovation, changing consumer behaviours, and economic volatility, a detailed evaluation of the external environments would ensure organisations are in a position to foresee threats and exploit new opportunities.
The discussion has indicated that environmental scanning is a very essential element of strategic decisions. Theological models such as PESTEL offer useful platforms to determine technology, economic, social, political, legal and environmental factors that impact the market environment and competitive performance. With the analysis of the chosen macro actors, organisations will be in a better position to change their marketing approaches, distribute resources wisely, and stay relevant in volatile market conditions. There are two major tasks in this report. Task 1 provides a critical assessment of two macro-environmental forces, namely technology and the economy, and how they influence pioneers and followers in the grocery industry. Task 2 considers the strategic response of Tesco and Aldi to these factors in the context of the existing models of marketing strategies. The report has concluded by concluding the importance of undertaking an active environmental analysis to maintain a competitive edge.
[bookmark: _Toc214097561]2. Task 1: Critical Analysis of the Macro Marketing Environment 
[bookmark: _Toc214097562]2.1 Overview of the Macro Marketing Environment 
The macro marketing environment is the general external forces that affect the strategic decisions made by an organisation, which are usually analysed in the PESTEL framework, which includes Political, Economic, Social, Technological, Environmental, and Legal forces (Agyekum et al. 2024). The strategic management of grocery retailing in the UK, where there is high competition, low profitability and consumer expectations are changing fast, and knowledge of these forces is essential in the strategic marketing management (CMA, 2024). PESTEL analysis can help retailers to determine the opportunities the threats, and to align their marketing strategies in line with emerging environmental circumstances. The sector is already marked by high levels of environmental turbulence, which is defined by the fast-paced technological change through the use of AI-based forecasting, supply chain automation, and digital customer interfaces. At the same time, the economic pressures such as inflation, consumer spending changes and cost-of-living crisis also add to the competition and redefine buying behaviour. In the case of both the pioneering organisations, such as Tesco and the follower firms, such as Aldi, environmental analysis is necessary in ensuring that competitive advantage is maintained. Whereas pioneers use scale and innovation, followers use adaptability and cost-effectiveness to react to the macro-environmental forces.
[bookmark: _Toc214097563]2.2 Selection of Two External Macro Marketing Actors 
The Technological and Economic macro-environmental actors have been critically analysed in this report because of their combined strong and recent impact on the UK grocery retail sector. Retail operations and customer interaction have changed due to technological influences, such as fast digitalisation, the use of AI in optimising the supply chain, e-commerce, mobile apps, and frictionless checkout. These innovations open up possibilities of efficiency and differentiation, and they also demand lots of investment and organisational capacity. The economic circumstances are equally crucial, and the UK has had to deal with constant inflation, upward energy and operational costs, the pressure of importations after Brexit, and the consumers who are price sensitive (David, 2023). The conditions directly influence the cost structure, price strategy and demand patterns among the consumers of retailers.
The economic and technological impacts on competitiveness are especially relevant in their cumulative effect since the two interrelate to dictate the competitiveness in the long term. The difference between pioneers and followers is that pioneers like Tesco are in a position to aggressively innovate since they have the means to do so, whereas follower companies like Aldi have to choose to implement cost-efficient technologies selectively and focus on value-based strategies.
[bookmark: _Toc214097564]2.3 Critical Analysis of Each Actor 
2.3.1 Technological factor 
These technological changes are a great opportunity for such innovative organisations as Tesco. Tesco has the size and capital to invest heavily in automation, such as robotics in distribution centres, AI predictions and digital platforms. These investments allow reducing costs in the logistics, improving matches in demand, as well as improving customer experience by customised loyalty programs (including its Clubcard). Another way these technologies contribute to their competency in providing omnichannel services (online delivery, click and collect) is to enhance customer convenience and create a competitive advantage (Nguyen, 2025).
Nevertheless, the threats also exist within the company. Investments in new technologies with high capital costs are risky (Polzin et al. 2021). In case the ROI fails to materialise, the profitability of Tesco can be negatively affected. Furthermore, the higher the adoption of technology within the sector, the more open the entrance barrier of new and quick competitors (or pure-play e-commerce competitors). Reputational risk also exists, along with the ethical issue of data privacy, AI bias, and customer data transparency might be harmful to trust.
In the case of follower organisations such as Aldi, technology change presents an opportunity as well as a challenge. Their poor track record in digital presence relative to Tesco may render their ability to exploit large-scale AI infrastructure difficult. Nevertheless, Aldi can adopt a more conservative, selective approach, which involves implementing technologies of proven cost-efficiency without incurring the entire cost of R&D. In particular, Aldi might collaborate with third-party delivery services or use less ambitious logistics automation instead of spending a lot of money on AI development (Stroh, 2024). However, there is still a negative aspect to it. In case Aldi invests less than it should, it might lose the race in customer interaction. Its capacity to tailor the products or maximise stocks could be limited without big data-rich platforms. Additionally, in case automation can result in a decrease in the number of people required to work throughout the industry, the lean personnel model used by Aldi can be disrupted.
2.3.2 Economic factor 
The UK grocery industry is facing intense economic demands. Food inflation is also expected to reach 5.7% in December 2025, according to the Food and Drink Federation (FDF) (The Food & Drink Federation, 2025). As of now, food inflation has already reached the 5.1% mark in August 2025, which is its highest point in 18 months, with food prices increasing very rapidly, especially for such staples as butter, chocolate, and coffee. Statistics released by the British Retail Consortium prove that food inflation was 4.2% in August, and fresh food inflation stood at 4.1% (Retail Gazette, 2025). In the case of innovative companies like Tesco, the increase in the prices of food is an opportunity and a threat. On the one hand, they will be able to take some of the cost pressures and preserve the margin through scale and supply chain efficiencies through optimisation of procurement, minimisation of waste and negotiation with suppliers. The Tesco size also offers the company bargaining power to negotiate good terms. In addition, dedicated customers can also accept small price increments, particularly when accompanied by value initiatives through Clubcard offers or promotions (Tarry, 2024).
Economic turbulence can be beneficial to the follower organisations, such as Aldi. Value positioning is the core strength of Aldi with the increase in food prices, more customers will switch to discounters. According to the IGD, 83% of customers anticipate food costs in retail stores to keep rising, and most of them are resorting to own-label foodstuffs as a way of saving (lgd, 2025). The low-cost leadership, a large proportion of own-brand, and the low-cost operations in Aldi put it in a good position to appeal to cost-sensitive consumers. It will be able to secure a market share through low-price leadership. At the strategic level, Aldi needs to become even more cost-disciplined, streamline its supply chain, and potentially inflation-hedge. It must also consider launching ultra-low-cost innovations or smaller store formats across high-inflation areas in order to retain its price competitiveness. In the case of Tesco, value leadership needs to be defended, and margins need to be preserved by a fine balancing act, leveraging its size to reduce costs but not lose customer trust by pushing prices too high.
[bookmark: _Toc214097565]3. Task 2: Strategic Responses of Pioneering and Follower Organisations
[bookmark: _Toc214097566]3.1 Pioneering Organisation – Tesco: Strategic Responses
Tesco continues to be the biggest grocery merchant in the UK with about 28.3% market share in early 2025 (Butler, 2025). Tesco declared the purpose of the company as serving customers, communities and planet a little better every day in its 2025 Annual Report. Tesco is embarking on several strategic levers in reaction to macro-environmental changes (technological and economic) in an attempt to remain pioneering.
Technology and online growth:
Tesco is making huge investments in online and logistics infrastructure. An example is the online business of the UK, which provided a sales growth of 11.4% year-on-year in the first half of 2025, and its UK online market share was reported at 36.9% (Murphy, 2025). Tesco is constructing a semi-robotic fresh food distribution centre at Aylesford and has introduced robotic automation in the logistics (Peterborough DC) to enhance the efficiency of the supply chain (Tesco Plc, 2025). The technology investments will help Tesco to enhance fulfilment speeds, fewer out-of-stocks, and meet the evolving consumer requirements (such as convenience, delivery speed). It also makes Tesco a strategic leader in the digital grocery market compared to numerous competitors.
leadership during a period of inflation:
With the UK inflation and cost-of-living pressures, Tesco has been able to react by using its scale to absorb the rises in costs so as to deliver competitive prices. By 2025-26, Tesco increased its adjusted operating profit target in 2025-26 to between 2.9 billion and 3.1 billion (compared to 2.7-3.0 billion previously) (Davey, 2025). Tesco is further developing its loyalty offer. Its Clubcard programme has more than 22 million active customers in the UK as of 2025, allowing them to be offered personalised deals and retain them better (Shastri, 2025). By this two-fold approach of scale-based cost management and customer loyalty-based customer insight, Tesco seeks to protect and expand its market share.
Sustainability and operating resilience:
Tesco's 2025 responsibility report indicates that it supports more than 1 million people in the UK, and in the UK, its contribution is around 55.5 billion of gross value added, and it has invested in renewable energy (added 300 GWh capacity in 2024) (Tesco Plc, 2025). Reinforcing the sustainability credentials would solidify the Tesco brand among environmentally conscious customers and would decrease the long-term cost risk (energy, carbon tax), as well as enhance supply-chain stability, which is particularly relevant in the macro-economic turbulence.
	Strategy Area
	Tesco’s Actions

	Market Penetration
	Price cuts/competitive promotions to gain share in the existing UK grocery market and increased Clubcard-driven promotions. 

	Product Development
	Launch of new premium own-brand ranges, expansion of non-food categories in online marketplace, and enhanced services (such as delivery speed). 

	Market Development
	Expansion of convenience store formats (Tesco Express) in new locations, growth in the online/home-delivery market, and expansion into wholesale or other adjacent channels. 

	Diversification
	Non-grocery ventures (banking, telecoms), increasing online marketplace selling non-food items (600,000 items).


Table 1: Ansoff matrix of Tesco
(Source: Self-developed)
[bookmark: _Toc214097567]3.2 Follower Organisation – Aldi: Strategic Responses 
The UK approach of Aldi builds on its major strength as a value-oriented discounter, especially against the backdrop of macro-economic pressure and increasing consumer demand for low-priced groceries. By 2025, Aldi is leading approximately 11.0 to 11.1% of the UK grocery market, and Kantar data records show consistent increases in sales (Grocery Gazette, 2025). During the 12 months to December 2024, Aldi posted sales of £18.1 billion, which increased by 4.8%, but its operating profit dropped by 435.5 million as the company continues to commit itself to low pricing, investments in its infrastructure, and salary increments (Grocery Gazette, 2025a).
Aldi is pursuing an aggressive expansion strategy in order to take advantage of macro environmental opportunities and to mitigate the threats. It has already invested a total of 1.6 billion in the next two years of opening 80 new stores and is targeting a long-term objective of 1,500 stores in the UK (Thrower, 2025). It is signalling a risky expansion by Aldi that will see the company expand its presence physically to tap markets of more value-conscious customers, particularly in light of more inflationary times crippling conventional supermarkets. Aldi is not avoiding sustainability and operational resilience in its low-cost business model despite this fact. It is also investing in renewable energy and has been committed to solar installations on its stores in the United Kingdom as part of its environmental policy (UK Grocery Report, 2025). Through this, it will help limit the risk it faces in the long term of energy costs and enhance its brand among eco-conscious consumers. Aldi is strategically resistant to making any concessions to its everyday low price (EDLP) philosophy, no loyalty programmes, no gimmicks, but increasing its presence to drive economies of scale to their fullest extent. This enables Aldi to remain in its cost-leadership status despite the expansion and infrastructure investment. 
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Figure 1: Grocery market share: 2020 v 2024 v 2025
(Source: UK Grocery Report, 2025)
	Strategy Area
	Aldi’s Actions

	Market Penetration
	Maintain and grow market share in existing UK markets through aggressive pricing and store expansion.

	Product Development
	Expand premium own-label range (such as Specially Selected) to attract value shoppers willing to trade up. 

	Market Development
	Over the next two years, open up 80 new stores in the UK in locations where penetration of discount demand is low. 

	Diversification
	Install renewable energy (solar panels) in the stores to enhance sustainability and lower energy expenses. 


Table 2: Ansoff Matrix for Aldi
(Source: Self-developed)
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Both firms demonstrate that strategic responses need to balance with organisational constraints and market dynamics. The use of PESTEL and Ansoff Matrix analysis explains how proactive analysis of the environment can help retailers anticipate threats, respond to emerging opportunities, and gain sustainable competitive advantage in a hyper-dynamic industry. The discussion shows that monitoring of technological and economic forces continuously is imperative in the UK grocery industry in order to remain competitive. As an innovative organisation, Tesco uses the assets of scale, digital innovation, and data-based capabilities to empower its position, whereas Aldi uses selective technology investment and a rigorous importance-leadership strategy to attract value-seeking customers. Both organisations demonstrate that it is essential to align the organisation's strategy with outside forces.
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