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[bookmark: _Toc212036993]1. Introduction 
The UK retail grocery industry represents a significant and highly competitive segment of the national economy. Grocery price inflation rose to 5.2 % in the four weeks to 5 October 2025, highlighting cost-pressures on both consumers and retailers (Davey, 2025). In the 12-weeks to 5 October 2025, the leading grocer (Tesco) held a 28 % share of the market while one of its major rivals slipped to 11.8 % share as shown below in Figure 1 (Butler, 2025). 
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Figure 1 UK super market share
(Source: Economic Research Council, 2019)

Within this landscape, Tesco is positioned as the pioneer: it is the largest grocery retailer in the UK, holding approximately 28.5 % of market share in early 2025 (Economic Research Council, 2019). Tesco’s history of innovation includes the early launch of online grocery services, pioneering self-service supermarkets and the introduction of its loyalty “Clubcard” programme (first issued in 1995) (Tesco Plc, 2025). Conversely, Asda is characterised as a follower: once the second largest supermarket chain, its market share has been in decline (e.g., about 12.6 % in January 2025) (Asda, 2025). The contrast between Tesco’s leadership role and Asda’s more reactive positioning provides a useful lens to explore strategic differences in responding to external forces.
The purpose of this report is to critically analyse selected macro-environmental (PESTEL) factors affecting these two companies, and to examine how a pioneer (Tesco) and a follower (Asda) differ in their strategic responses. The analysis will begin with the macro environment (Task 1) followed by strategic responses and competitiveness (Task 2). A synthesis and concluding section will tie these together and reflect on broader implications.
[bookmark: _Toc212036994]2. MACRO MARKETING ENVIRONMENT ANALYSIS (TASK 1) 
[bookmark: _Toc212036995]2.1 Technological Environment 
[bookmark: _Toc212036996]Definition & relevance
The technological dimension of the macro-environment refers to innovations, advances and the diffusion of new technologies that affect markets, consumer behaviour, operations and competitive dynamics (e.g., digital platforms, artificial intelligence, the Internet of Things (IoT), automation). As defined in retail digital transformation literature, technology acts as a driver of change in shopping experience, supply-chain efficiency, and consumer expectations (Wolniak et al., 2024).
 In the UK grocery retail industry, the pressure to embrace digitalisation has grown due to increasing online grocery penetration, omnichannel consumer behaviour, labour cost pressures and supply-chain complexity (Läubli et al., 2025).
 Therefore, technological change presents both significant opportunities (for differentiation, efficiency, customer experience) and threats (for those unable to adapt, facing disruption, increased cost base).
Opportunities and threats for Tesco (pioneer)
	Opportunities
· Tesco has been progressing its digital transformation: for example, Tesco’s partnership with Roambee to deploy AI-powered supply-chain visibility across 3,000 locations enabled reduced dwell times and improved stock accuracy (McMillan, 2024).
·  The academic literature emphasises that digital tools (AI, analytics, IoT) enable grocery retailers to personalise experiences, optimise operations and integrate channels — advantageous to a pioneer (Roy, 2024).
· By leveraging its size and resources, Tesco can scale new technologies faster — e.g., its “Scan as You Shop” service is available in nearly 600 large-format stores (LS Retail, 2024).

	Threats
· High investment cost: implementing emerging technologies (robotics, IoT, AI) requires significant capital, and ROI may be uncertain in a volatile environment.
· Speed of change: As technology evolves rapidly, pioneers risk being overtaken by nimbler challengers or facing compatibility/legacy issues.
· Consumer privacy & data risks: With increased digitalisation (e.g., using Clubcard data for AI personalisation) there are reputational and regulatory risks (Herbert, 2024). 







Opportunities and threats for Asda (follower)
	Opportunities
· As a follower, Asda can observe the technological investments of pioneers like Tesco, adopt proven solutions, avoid early mistakes, and focus on cost-effective deployment. For example, Asda has rolled out mobile Scan & Go across almost 600 stores (LS Retail, 2024).
·  Asda is making a major cloud/AI deal with Microsoft Corporation in September 2025 to accelerate its technology migration (Louis, 2025).

	Threats
· Being late means risk of technology gap: if competitors adopt and refine omni-channel/AI quicker, Asda may struggle to close the performance or experience gap.
· Legacy systems and integration: Asda has undergone a major IT/legacy separation (“Project Future”) which could delay technology roll-out and increase cost/disruption (Lauchlan, 2025).
· Market expectation: Consumers increasingly expect seamless digital experiences; a lagging follower risks losing brand favour and share.




Comparative summary
In the technological domain, Tesco as pioneer leverages its scale, brand and resources to push ahead in digital innovation (supply-chain AI, in-store digital tools, omnichannel). Asda, as follower, has the benefit of adopting proven tech and avoiding first-mover risks but must catch up quickly to avoid being disadvantaged by the lead created by Tesco. The key difference lies in strategy: the pioneer leads, innovates, bears risk; the follower adapts, imitates, focuses on cost and speed of implementation
[bookmark: _Toc212036997]2.2 Environmental / Sustainability Environment 
Definition & relevance
The environmental dimension in the macro-environment refers to ecological and sustainability-related factors such as climate change, carbon emissions, resource scarcity, packaging/waste regulation, consumer demand for sustainable products and supply-chain environmental impacts. Study by Jessen (2025), showed that retail supply chains are major contributors to greenhouse gas emissions, and that consumer preferences are shifting toward more sustainable offerings.
 In the UK grocery sector, sustainability is increasingly important: retailers face regulatory pressure (e.g., net-zero targets), consumer activism, and operational challenges (e.g., food waste, packaging, logistics). For instance, the UK’s gross value added emission intensity was 160 tonnes CO₂e per £ million of economic activity in 2023 (ONS, 2025).
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Figure 2 The UK economy’s emission intensity declined steadily between 1990 and 2023
(Source; ONS, 2025)

 Hence, for both pioneers and followers, sustainability represents both a competitive opportunity (differentiation, long-term resilience) and a threat (cost of compliance, supply-chain exposure, reputational risk).
Opportunities and threats for Tesco (pioneer)
	Opportunities
· Tesco, by acting early and visibly on sustainability, can enhance brand reputation, attract environmentally-conscious consumers and strengthen supplier relationships.
· Tesco can leverage its scale to drive supply-chain emissions reductions (scope 3) and gain operational efficiencies (e.g., less waste, better logistics).
	Threats
· Although many UK supermarkets set climate commitments, reports indicate they are not on track: e.g., only a few of the top ten have validated science-based targets (foodfoundation, 2025).
· Supply-chain emissions (scope 3) remain a major challenge: Up to 90% of supermarket emissions can originate from upstream supply and logistics (Jessen, 2025). 
· If consumers and regulators become more demanding, failure to meet targets could damage reputation and incur regulatory costs. As an example, the WWF report states that the UK supermarkets are not on course to achieve major targets (WWF, 2024).



Opportunities and threats for Asda (follower)
	Opportunities
· Asda can align with industry efforts, adopt sustainable practices already proven by pioneers, and position itself as a cost-efficient sustainability adopter (e.g., less early investment risk).
· By focusing on sustainability efficiently, Asda may gain favour with price- and value-sensitive consumers who also care about ethical sourcing.
	Threats
· As a follower, Asda may lag in establishing strong sustainability credentials. Being perceived as ‘catching up’ may reduce credibility or miss early-mover reputation benefits.
· Operational exposure: If Asda’s supply-chain is less flexible or less invested compared to the pioneer, it may face higher costs or supply risks (e.g., more vulnerable to regulation, carbon pricing).
· Industry-wide performance gaps: Given the poor overall performance on sustainability among UK supermarkets (per Food Foundation), Asda may appear weak in comparison to leaders (Foodfoundation, 2025). 



Comparative summary
In the environmental/sustainability domain the dynamic is similar: Tesco as a pioneer has the ability to lead by taking on the sustainability agenda early, bearing investment risk but gaining reputation and potential first-mover benefits. Asda, as follower, can still benefit by adopting mature sustainability practices, but runs the risk of falling behind in both perceptions and real implementation, especially if the pace of change accelerates. Being reactive rather than proactive may limit differentiating advantage.
[bookmark: _Toc212036998]3. STRATEGIC RESPONSE AND COMPETITIVENESS (TASK 2) 
[bookmark: _Toc212036999]3.1 Strategic Response to Technological Environment
Tesco’s Proactive Strategy
Tesco has also been a pioneer in digital transformation and adoption of technology, taking a leading position in the UK grocery retail, and front-footing it. According to Global Data (2024), Tesco is investing across emerging technologies including AI, big data analytics and robotics to accelerate its tech strategy. A recent example of this is Tesco’s agreement in 2025 with automated-fulfilment firm Attabotics to deploy micro-fulfilment systems to meet growing online grocery demand (Retail innovation, 2025). These moves align with the concept of a first-mover advantage: by innovating earlier, Tesco aims to differentiate its service offering, create higher switching costs, build data assets, and achieve scale efficiencies.
In applying the strategic marketing frameworks, Tesco’s technology initiatives illustrate multiple dimensions of the Ansoff Matrix. For instance, Tesco uses “market penetration” through faster, more efficient online fulfilment in its existing UK market, “product development” by offering enhanced digital services (e.g., mobile apps with advanced analytics and personalisation) and arguably “diversification” via its Marketplace and non-food digital innovations. The retailer has also merged cost-leadership and differentiation elements in its use of the technology: automation and data give cost and operational efficiencies, while customer-facing digital experiences differentiate it from less technologically mature rivals.
In terms of marketing, the technology based strategy at Tesco supports its STP (Segmentation, Targeting, and Positioning) strategy. Through its Clubcard loyalty programme and its big data analytics, Tesco can categorise its customers at a more specific level and offer personalised deals to its shoppers, reinforcing its image as a pioneering, customer-focused retailer (Bachor, 2023). Under the extended marketing mix (7ps), technology augments the Process element (e.g. automated checkout, online fulfilment through AI-powered supply chain visibility) (Chapman, 2024) augments the People element through digital-training models, and augments the Physical Evidence element through seamless digital experiences. On the other hand, the more responsive style of Asda is more cost-effective and value-based targeting, which corresponds to the Price component of the 7Ps in the case of Asda but not differentiation based on innovation. For instance, its cloud-first strategy with Microsoft Azure is explicitly aimed at sharpening its value proposition (Delaney, 2025). 
The impact of these proactive strategies is evident: Tesco reported that retail-media initiatives alone contributed to profit growth of 10% (reaching £1.56 billion) and sales growth of 4% (£31.5 billion) in the first half of 2024 (Ghai, 2023). Moreover, a Retail Technology Innovation Hub article reports that Tesco’s technology and automation investments played a key role in its first-half 2025 sales rise (Retailwit, 2025).
Asda’s Reactive/Adaptive Strategy
In comparison, the technology strategy of Asda corresponds to its follower status: the strategy is less concerned with pioneering innovation and more with modifying the solutions that have already been tested and proven, managing cost, and evading the dangers of being an early adopter. The recent FY2024 financial performance of Asda demonstrates a total revenue (excluding fuel) that remained overall flat with only 21.7 billion, whereas the like-for-like sales dropped by 3.4% (HortiDaily, 2025). Nonetheless, Asda posted an adjusted EBITDA after rent increase of 5.8 per cent to 1.14 billion to show that the organisation has increased its operational efficiency. The adaptive strategy of Asda is observed in its IT modernization programme Project Future multi-year and other digital upgrades. It is concentrated on the elimination of legacy load, migration to cloud-first and optimization of operations instead of risky gambits involving innovation. Asda seems to rely mainly on cost leadership (according to the Michael Porters model) that is, to the extent that it employs technology to reduce costs, enhance online fulfilment and catch up and not to radically differentiate. Within the diffusion of innovation theory (Everett Rogers), Asda would be at the stage of either early majority or late majority - implementing technologies once they are tested, and this way the risk can be minimized, but it also means that the competitive advantage can be lost faster.
Comparative Reflection
Altogether, the strategy of Tesco can be seen as the prototype of a pioneer model: heavy investment, risk-taking, distinguishing technology, and early mover advantage. Asda’s model exemplifies the follower: selective adoption, cost focus, and efficiency orientation. Although this might appear less glamorous, a follower can still succeed if it executes well, focuses on its strengths, and avoids becoming a “fast second” forever chasing. In a rapidly evolving environment where technology is a key competitive frontier in grocery retail, the relative lead that Tesco has may be increasingly difficult for Asda to close.
[bookmark: _Toc212037000]3.2 Strategic Response to Environmental / Sustainability Environment
Tesco’s Leadership in Sustainability
Tesco takes a proactive sustainability stance, aiming for net-zero emissions by 2050 and carbon-neutral operations by 2035 (Tesco, 2024). It combines sustainability with differentiation by using renewable energy to source the products (Kollewe, 2024) and underground innovations such as laser-etching avocados to use less plastic, connecting the environmental vision with brand image (Reuters, 2024). Under strategic-marketing models, the sustainability programme would fit in differentiation, as the company would be leading in sustaining the environment (Porter) and product development/market penetration (Ansoff) with own-brands and packaging that are eco-friendly and sustainable. Besides, the first-mover advantage within the sustainability context will place Tesco in a better position to enhance stakeholder confidence, supplier connections and regulatory preparedness. The company says that it recycles 99 percent of packaging of own-brand products in the UK and is involved in large food-waste redistribution programs (Research and Markets, 2025). 
Asda’s Adaptive Sustainability Strategy
The sustainability strategy of Asda has an aspect of follower approach and entails efficiency and compliance. It has cut Scope 1 and 2 emissions by 40% since 2015 and targets net-zero by 2040 (ASDA, 2025). Its Brighter Living Report highlights recyclable packaging and healthier food options (Grylls, 2024). Through a sustainability-linked finance programme rewarding 250 suppliers (Siddiqi, 2025), Asda promotes ESG adoption. Strategically, it pursues cost leadership via process efficiencies, though its ESG score of 3 (Sustainable Fitch, 2024) indicates limited differentiation or leadership.
Comparative Reflection
The two retailers place importance on sustainability but in different ways. The pioneer strategy of Tesco inspires brand enhancement, supplier trust, and regulatory favour. The follower position of Asda is set on cost-effective compliance minimizing the risk but compromising uniqueness. A proactive approach to leadership is rather beneficial in the modern controlled and responsible market than an active reactionary one.
Overall Strategic Comparison
Technology and sustainability Tesco has an early-adopter innovation approach to risks and a measured approach to risk-taking, which have gained them scale and brand equities. Asda adheres to the best practices, focusing on cost management and efficiency. Although timing and implementation play an important role, Tesco forward movements are more appropriate in the new UK grocery environment where digital and environmental demands are rewarding innovation.
[bookmark: _Toc212037001]5. Conclusion
The analysis reveals that the technological and environmental (sustainability) macro-environmental forces pose substantial opportunities and threats to the UK grocery retailers. Technological innovation is a driver of efficiency and customer interaction but requires great levels of capital investment and digital competence. The benefits of sustainability pressures are brand-building and resilience, but compliance and cost pressures. Being an innovator, Tesco is proactive in its application of innovation, data and early adoption as an element of increasing differentiation and long-term advantage. As a follower, Asda is responsive and cost-effective and risk-oriented. This comparison draws out that in dynamic environments, strategic marketing efficacy depends on a balance in between innovation administration and operational malleability and market nimbleness.
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