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[bookmark: _Toc225265841]1. Introduction
The following report will look forward towards specifying as well as critically analysing the context associated with the macro and micro environmental considerations for the mentioned two organisations, i.e. Tesco (pioneering organisation) and Sainsbury (follower), operating within the same industry, i.e. the retail and supermarket chain in the United Kingdom.  Two specific and major macro environmental considerations are elaborated in the study through specifying the determined and ongoing aspects aligned with the economic factor, i.e., inflation and cost of living, and the socio-economic technology factor, i.e., changing consumer behaviour and digitalisation.  The other task, i.e. task 2, will be based on assessing task 1, comprised through specifying the determined attributed aligned with drawing on relevant industry evidence, comparing and evaluating the strategic responses implemented by the pioneering and follower organisations to sustain growth in light of the identified macro-environmental factors.
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Figure 1: UK Super Market Share 
(Source: Armstrong and Richter, 2019)

[bookmark: _Toc225265842]2. Critical Analysis of the Study
[bookmark: _Toc225265843]2.1. Task 1
[bookmark: _Toc225265844]2.1.1. Application of PESTLE Analysis for overall analysis of the macro marketing factors
[bookmark: _Toc225263118]Political factors
Tesco, the leading supermarket in the UK focuses on customer procedures with Government-mandated rules.  The company operates its business policies by fairness and external authority(Ghadiyaram, 2025). While Sainsbury targets the global market by maintaining food safety standards, labelling requirements, supply chain security and dealing with increased compliance costs.
[bookmark: _Toc225263119]Economic factors
While ensuring the operations for the right margin, Tesco focuses on quality and packing.  Brand positioning with adequate margins on the higher side is primarily driven by the operations. Sainsbury’s introduces the scheme later in 2022-2023 with segment pricing, justifying the trend of consumers switching to cheaper alternatives among many items(Glover et al., 2024).  Company already invested almost £5.6 billion to upgrade of shops, distribution and IT equipment.  In the year 2024-2025 company raised £502 million in new equity to fund the expansion of superstores (Armstrong and Richter, 2019).
[bookmark: _Toc225263120]Sociological factors
It influences the store requirement, the behaviour of regional consumers, and the responsibility towards social activities (Mahony et al., 2025). The company is still quite dependent on the UKUK market, where it has a market share of around 325 to 35%.  Sainsbury focuses on Ethical and Sustainable Consumption for different demographic conditions (Placzek, 2022). Tesco influence the sociological factors through the smart shopping window.  Besides it the company engages in community initiatives and local sourcing to enhance its brand image and build customer loyalty.
[bookmark: _Toc225263121]

Technological factor
High-level machinery and the advancement of technology influence the grocery market in the UKUK Proper training and consultation for supply chain machinery improves the operations process for Sainsbury (Ramanankonenana and Randriamamonjy, 2023). AI-driven stock analysis and management with upgraded cloud technology for storage of data improves the inventory management system for the company. 
[bookmark: _Toc225263122]Legal factors
Groceries supply code of practice allows the supermarkets to comply with the Consumer Rights Act against all types of purchasing modules (Rashid, 2023).  The first and foremost acceptable factors Tesco adhere to is laws regarding product quality, safety, and labelling to prevent misleading customers (Samadzadeh, 2024). Besides, health and safety for all the workers inside the company's premises and for the consumers are being maintained by the company. Also, corporate governance, employment law and other laws and regulations regulate the market dominance of Tesco to avoid penalties and reputational damage.
[bookmark: _Toc225263123]Environmental factors
For Tesco's carbon emissions, increasing energy efficiency by reducing waste management properties with sustainable farming through local partnerships and ties up supports the company to reduce operational costs and consumer awareness (Stylianou and Pantelidou, 2025). The company reduces 3.1 billion plastics from its own production. Sainsbury’s has already implemented over 650 energy efficiency vans for delivery (Armstrong and Richter, 2019).
Nevertheless, the context of the current discussions will look forward towards specifying two major factors aligned through specifying the core perceptions associated with specifying the application of PESTLE Analysis that determined Economic Environment (Inflation and Cost-of-Living Crisis), followed by Socio-Technological Environment (Digitalisation and Changing Consumer Behaviour).
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Figure 2: Factors Influencing PESTLE Aspects
(Source: Self-Created)
[bookmark: _Toc225265845]2.1.2. Factor 1: Economic Environment (Inflation and Cost-of-Living Crisis)
The economic aspects created a strong impact on the industry, where the UKUK grocery market has been heavily influenced by inflation and rising living cost leading to increased price sensitivity among consumers (Mohebbi et al., 2023). Determining the growth of discount retailers such as Aldi and Lidl created huge pressure on both profit margins and profitability will create as one of the considerable impacts (Piernas, Harmer and Jebb, 2022).  Competition under the mentioned circumstances was highly intensified, forcing retailers such as Tesco and Sainsbury to adjust pricing and cost structure aligned with the current economic perceptions. 
Assessing Key Opportunities and Threats
Assessing the key opportunities and threats for Tesco (Pioneer) organisation will look forward towards creating the ongoing considerations aligned through determining the dominance of Tesco followed by Sainsbury while operating in the UK market structure.  For example, the opportunities and threats of Tesco lie within the context associated with specifying large-scale operations adopted by Tesco, aiming to leverage economies of scale and maintain competitive pricing (Berri and Toma, 2023). On the other hand, specifying strong private-level brands allows attracting cost-conscious customers, creating a considerable impact (Piernas, Harmer and Jebb, 2022). Threat includes determining the price war with reducing profit margins as well as specifying public scrutiny during cost-of-living crises (e.g., accusations of profiteering).  Nevertheless, Tesco was created as one of the strong dominants (nearly one-third of UK grocery sales), aiming through strengthening its competitive position, but also increasing regulatory and public pressure. 
For Sainsbury, assessing the context of the current discussions will create as well as improve the opportunity and ability to reposition itself as a value plus quality hybrid retailer, where adopting the fundamentals of price matching strategy, i.e. matching Aldi prices in order to attract budget-conscious consumers, will create as well as specify a considerable amount of impact (Olarewaju et al., 2024). Threats associated with lowering the economies of scale compared with Tesco are offset by specifying profit stagnation due to adopting an aggressive pricing strategy, measured at the highest potential level. 
[bookmark: _Toc225265846]2.1.3. Factor 2: Socio-Technological Environment (Digitalisation and Changing Consumer Behaviour)
Primarily, the context of the current discussions will uphold the ongoing attributes aligned with assessing the key trends associated with the current macro environmental considerations that comprised through specifying the growth in online shopping in the retail and grocery industry (Mohebbi et al., 2023). Alongside assessing the demand for convenience (click-and-collect, rapid delivery), as well as focusing on increased use of loyalty programs, data analysis will conceptualise by specifying as well as assessing ongoing trends. 
Assessing Opportunities and Threats for Sainsbury
For Tesco, key opportunities will include, as well as comprise, an advanced digital ecosystem that determines the use and application of various kinds of online platform along with using the club card membership option (Stylianou and Pantelidou, 2025). On the other hand, assessing the current threats will create as well as improve high investment costs aligned with specifying the digital infrastructure through creating a platform of competition from e-commerce platforms (Samadzadeh, 2024). For example, Tesco's data-driven strategy and convenience formats found highly strengthen with customer loyalty and market share simultaneously.  
For Sainsbury, the opportunities lie within the overall aspects associated with specifying the Nectar loyalty programme enables personalised offers and customer retention, and integration of Argo will also create as well as enhances omnichannel retailing (Rashid, 2023). Assessing the Threat will comprise specifying the related attributes associated with assessing as well as determining the lagging behind Tesco in digital scale and execution, with assessing and specifying non-food digital segments (Argos) facing declining demand (Ramanankonenana and Randriamamonjy, 2023). For example, Sainsbury continues to invest in technology and loyalty platforms to remain competitive through determining as well as creating as one of the significant aspects. 
[bookmark: _Toc225265847]2.1.4. Summarising key points
Assessing the macro environmental considerations will determine the context that was created through specifying the right of opportunities through assessing the core economic pressures that favour scale, i.e. Tesco's advantage through comprising technological change that favours both innovation as well as data capabilities, through comprising Tesco in order to sustain a dominant competitive positioning where Sainsbury’s competes through strategic adaptation and differentiation.


[bookmark: _Toc225265848]2.2. Task 2: Comparative Evaluation of Strategic Responses
Building on specifying the macro environmental considerations identified in task 1, such as (inflation and cost-of-living crisis) and socio-technological (digitalisation and changing consumer behaviour), both Tesco (pioneer) and Sainsbury's (follower) implemented a distinct strategic response through assessing and creating a sustained growth.  The context of the current report will critically emphasise through creating and putting the right use of macro environmental considerations aligned with its strategy through specifying and determining external pressures. The use of proper theoretical intervention such as Porter’s Generic Strategies and Ansoff's Growth Matrix, aimed to analyse effectiveness, sustainability, and competitive advantage.
[bookmark: _Toc225265849]2.2.1. Tesco's Strategic Response (Pioneer Organisation)
[bookmark: _Toc225265850]2.2.1.1. Porter's Generic Strategy
	Competitive Scope / Advantage
	Lower Cost
	Differentiation

	Broad Target
	Cost Leadership (Primary Strategy)
Large-scale operations will reduce costs through fostering effective SCM operations and efficiency.
	Broad Differentiation (Secondary Support)
Specifying Clubcard data presentation with focusing on omni retail business proceedings

	Narrow Target
	Cost Focus (Limited)
Valuing large ranges with targeting price-sensitive market segments
	Differentiation Focus (Limited)
Premium own-label with targeting higher-income niche segments



Porter’s Generic Strategy: Cost Leadership with Data-Driven Differentiation
It will be crucial over the ways to determine the strategic positioning for Tesco, measured primarily by adopting the overall effectiveness of cost leadership, reinforced the use of a selective differentiation process through aimed towards improving both technology and customer data (Placzek, 2022).  Key strategic actions will improve the context of aggressive price investment through specifying the expansion of private level products through specifying the context associated with the response aligned with Tesco's strategic response (Ramanankonenana and Randriamamonjy, 2023). For example, the UK Grocery sector is experiencing high cost-of-living pressures, reducing consumer purchasing power, and focusing on rapid digitalisation and a shift to online/convenience consumption.
Key strategic insights and action 
Key strategic insights and options will be explored through focusing on aggressive pricing and investment, i.e. price-lock campaigns during inflation, along with the expansion of private-level products that will provide value and premium tiers through leveraging Clubcard data analytics for personalised pricing. 
Critical Evolution (Cost Leadership Porter's Generic Strategy)
Applying the perceptions associated with cost leadership aspects (Porter's Generic Framework) is found to be highly effective because it aligns directly with infraction-driven price sensitivity through assessing the economies of scale, allowing for specifying as well as creating how low pricing will create a considerable impact without severe margin erosion (Rashid, 2023). Nevertheless, Tesco goes beyond pure cost leadership attributes by embedding data driven differentiation process by creating customer switching barriers along with specifying higher perceived value (Samadzadeh, 2024). The critical evolution process will be specified through combining cost efficiency with data-enabled value creation, making its strategy hybrid but coherent. 
[bookmark: _Toc225265851]2.2.1.2. Ansoff’s Growth Matrix Application
	Strategy
	Tesco Implementation
	Evaluation

	Market Penetration
	Price reductions, loyalty rewards
	Highly effective in retaining customers during inflation

	Product Development
	Expansion of own-label ranges
	Enhances margins and brand control

	Market Development
	Growth in convenience stores and online channels
	Captures urban and time-poor consumers

	Diversification
	Tesco Bank, retail media, marketplace
	Risky but strengthens long-term growth



Critical Evolution 
Under the mentioned business circumstances, the mentioned company in the report, Tesco, will demonstrate on creating balanced growth portfolio through creating short term resilience by assessing market penetration, where adopting the right pricing strategy will have a considerable impact (Stylianou and Pantelidou, 2025). On the other hand, working with the long-term growth aspects for Tesco diversification and digital ecosystem integration will explore as well as deliver the right strategic choice (Mohebbi et al., 2023).  However, the diversification process might introduce strategic risk through creating as well as specifying over-reliance on price competition, which could erode brand differentiation.
[bookmark: _Toc225265852]2.2.2. Sainsbury's Strategic Response (Follower Organisation)
[bookmark: _Toc225265853]2.2.2.1. Porter's Generic Strategy
	Competitive Scope / Advantage
	Lower Cost
	Differentiation

	Broad Target
	Cost Leadership (Partial/Defensive)
Focusing on an effective pricing strategy through comprising on the rival pricing model and programs
	Differentiation (Primary Strategy)
Focusing on good quality food positioning through specifying and creating a strong brand reputation

	Narrow Target
	Cost Focus (Weak)
Limited ability to compete with discounters is not a core strength
	Differentiation Focus (Moderate)
Premium ranges (Taste the Difference) with focusing on quality-conscious consumers in the UK Market



Porter’s Generic Strategy: Differentiation with Cost Adaptation
Out of the four quadrants of the selected theatrical framework assessing the strategic positioning will allow Sainsbury, with its management, to adopt a differentiation strategy through emphasising quality (fresh food, premium perception) and creating brand trust.  Simultaneously, the context integrates by specifying on adopting the fundamental strategies associated with cost adaptation strategies that will include Aldi price-matching campaigns followed by Cost-saving programmes (£1bn efficiency targets).
Key strategic insights and action 
Differentiation with Cost Adaptation alongside will specify as well as create the ongoing context through specifying as well as assessing the current and ongoing market positioning of Sainsbury, where the ongoing inflation is created as one of the serious concerns (Stylianou and Pantelidou, 2025). Alongside specifying the differentiation aspects will also look forward to specifying as well as assessing the current context of discussions through understanding the differentiation process over their offerings on rivals that will provide a defined competitive edge.   
Critical Evaluation
The dual approach of the follower organisation, i.e. Sainsbury, created both strengths and risks through conceptualising the key as well as ongoing attributes with specifying proper retail management.  Strengths under the mentioned business circumstances will be specified through assessing appeals to middle-income consumers seeking both value and quality. On the other hand, the context also maintains proper brand visibility through identifying and adopting the impact and consequences of economic pressure (Mohebbi et al., 2023).  
Despite its strengths, weakness comprised through assessing the risk of being “stuck in the middle” (Porter), and it might also be difficult to compete fully on cost (vs Tesco/Aldi), where differentiation dilution might create one of the serious concerns, considering the fact associated with focusing heavily on pricing(Olarewaju et al., 2024). Hence, Sainsbury’s strategy is found to be reactive rather than proactive, driven by the contributions made by competitive pressure rather than internal capability.
[bookmark: _Toc225265854]2.2.2.2. Ansoff’s Growth Matrix Application
	Strategy
	Sainsbury’s Implementation
	Evaluation

	Market Penetration
	Price matching, Nectar promotions
	Necessary but margin-diluting

	Product Development
	Premium and fresh food innovation
	Supports differentiation

	Market Development
	Expansion of convenience formats
	Moderate success

	Diversification
	Argos integration (non-food retail)
	Mixed results



Critical Evolution 
Specifying the ongoing context associated with critical evolution will look forward through assessing as well as comprising the attributes associated with defensive strategy, along with protecting its market share, but reduces profitability at the same time.  Additionally, specifying product development as one of the strong impacts that found rein enforces through assessing the current brand positioning (Piernas, Harmer and Jebb, 2022). Specifying the ongoing diversification process will look forward towards conceptualising initially by specifying the strategic aspects where structural decline due to e-commerce competition might create as one of the considerable impacts (Berri and Toma, 2023). Hence, Sainsbury’s growth strategy lacks clear prioritisation, leading to strategic diffusion in determining its key strengths.   
[bookmark: _Toc225265855]3. Conclusion
Combined together in conclusion, the entire analysis successfully demonstrated the macro and micro environmental considerations aligned through specifying the related attributed associated with economic pressures (inflation and cost-of-living crisis) and socio-technological changes (digitalisation and evolving consumer behaviour).  The mentioned two contexts hold as one of the significant aspects that reshaped competitive dynamics within the UKUK grocery retail sector.  These external factors do not impact through assessing firms uniformly; instead, they reinforce existing structural advantages and expose strategic weaknesses, thereby influencing long-term market positioning.  Hence, the use as well as the application of the theories, such as Porter's generic and Ansoff matrix, will create and deliver the right strategic aspects to determine the market positioning for Tesco and Sainsbury. 
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