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[bookmark: _Toc225275726]1. Introduction
Marketing environment entails external forces and actors that affect a company’s ability of management to create and maintain good relationships with target customers. This means that companies need to work tirelessly to understand and to monitor the changes that are continuously happening in their external marketing environment (Kotler et al, 2020).  The automotive industry in the UK is also changing very fast, with electrification, sustainability requirements, and changing consumer tastes. Battery electric cars (BEVs) had an unprecedented 32.7% share in December 2025, backed by the government Zero Emission Vehicle (ZEV) requirement, and total BEV registrations had reached 477,000 units in 2025 (Jacobo, 2026). This expansion highlights the competitiveness of the industry, with Tesla positioning itself as a global innovation and brand monopoly, and Toyota being more conservative, creating hybrids and a slow electrification process. Strategic decision making requires the macro marketing environment to be analysed in that organisations can foresee the external pressure and orientate the response to correspond with the market conditions. This report intends to critically discuss the macro marketing environment of the UK automotive industry with Tesla being a market pioneer and Toyota being a market follower. In the environment of strategic marketing management, the analysis helps bring out the role of external forces in determining future growth opportunity, threats and competitive positions, which provide long term growth strategies.
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Figure 1 Tesla Model 3 LR vs Toyota Mirai; Source: (Friedman, 2021)


[bookmark: _Toc225275727]2. Task 1: Critical Analysis of the Macro Marketing Environment
PESTLE framework is a well-known tool of macro-environmental force analysis, which affects organisations (Hooley, 2020). It takes six external dimensions such as Political, Economic, Social, Technological, Legal, and Environmental, which influence opportunities and threats in strategic marketing (Kotler, 2020). The systematic analysis of these forces can help managers predict hazards, determine growth opportunities and make strategies conform to external realities. 
[bookmark: _Toc225275728]2.1 Macro Marketing Environment
To conduct the analysis, the attention will be paid to the Economic and Environmental dimensions because they are especially important to the UK automotive industry. Economic variable is selected due to the direct impact of inflation, taxes, and consumer-buying forces on demand of electric and hybrid cars. Environmental factors are chosen due to an impact on the competitive environment in which sustainability rules, net-zero, and consumer demands of green movement are transforming markets. These forces have a crucial bearing on Tesla that is the market pioneer and Toyota, the market follower in UK.
2.2 Analysis of Macro Factor 1: Economic
Economic climate in UK is also determinant to either Tesla or Toyota strategies as it dictates demand, price, taxation, and general competitiveness within the motor industry.
[bookmark: _Toc225275729]2.2.1 Impact on the Pioneer Organisation (Tesla)
The UK electric vehicle market has grown rapidly, valued at over USD 57.13 billion in 2025 and estimated to grow from USD 68.68 billion in 2026. The UK's population is increasing steadily, driven by factors like net migration and a stable economy (Mordor Intelligence, 2023).
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Figure 2: UK Electric Vehicle Market; Source: (Mordor Intelligence, 2023)
In the case of Tesla, the majority of this expansion is positive, as it supports the demand in its expensive EV models as well as strong position as an innovator. Tesla has the advantage of prosperous UK consumers, who still buy luxury EVs despite inflationary forces, that is, the increasing prices have not drastically discouraged its targeted customers (Tesla, 2025). Nevertheless, there are negative implication of the economic environment as well. The UK government is also determined to invest £1.6 billion in the advancement and probability of the charging infrastructure by installing 300,000 public charge points by 2030 (GOV.UK, 2022; Gray, 2025).  
Tesla will be more impacted by this tax compared to the diversified car manufacturers as the company solely has EVs in its portfolio. In this way, the economic environment is good in terms of market growth and consumer demand, but it is bad in terms of future taxation and affordability challenges. The general conclusion is that Tesla needs to take advantage of economies of scale in making batteries and remain innovative to retain the competitive edge, though it needs to be ready to lose the cost-effectiveness.
[bookmark: _Toc225275730]2.2.2 Impact on the Follower Organisation (Toyota)
The UK economic environment presents a different picture since Toyota has a balance of both positives and negatives. On the bright aspect, Toyota hybrid lineup fits the price-conscious customers who tend to be reluctant to invest in complete EVs in the face of inflation and an overall increase in the cost of life (Toyota, 2024). UK inflation is at 3.2% in January 2026 (ONS, 2026), with the real disposable household increase of 0.8 percent to a median of £36,700 rising in the financial year ending (FYE) 2024 (ONS, 2025), forcing customers into options that are cheaper and more predictable. This financial strain has enhanced the demand on Toyota hybrids, which are cheaper than full EVs and have lower maintenance fees, making the hybrids a viable option among UK customers with a tight budget.
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Figure 3: UK Inflation; Source: (ONS, 2026)
This is a positive influence on Toyota since inflation and increased cost of living make hybrids be appealing with lower initial prices and lower costs of running them. This affordability can be enhanced by the indexed 1.5p per mile road charge to hybrids planned by UK (Mistry, 2025). On the negative side, with a faster EV adoption, there is a risk that hybrids are soon going to lose their popularity, thus undermining the long-term competitiveness of Toyota. This two-fold effect shows the flexibility of Toyota, as well as its weaknesses because its marketplace is based on a trade-off between the success of hybrids and EV innovation speed.
[bookmark: _Toc225275731]2.3 Analysis of Macro Factor 2: Environmental
The environmental aspect has grown to be of great importance in the UK automotive industry with environmentally responsible rules, going net-zero, and consumer demands of the green mobility affecting the market positioning of Tesla and Toyota directly.
[bookmark: _Toc225275732]2.3.1 Impact on the Pioneer Organisation (Tesla)
The Tesla net zero 2050 and the goals of the UK net zero 2050 are in line with the mission of Tesla to promote a complete shift to sustainable energy (Burnett and Stewart, 2024). Such alignment is good since 477,000 battery electric vehicles (BEVs) were registered in the UK in 2025, and BEVs are at 32.7% market share in December (Jacobo, 2026) which is directly proportional to the government ZEV requirement. Tesla captures almost 12 percent of the total sale of battery electric cars (Wilkins, 2026). This expansion proves that consumer demand and regulatory backing of zero emission vehicles have directly increased Tesla share (Lieberman, 1988), which supports its position as a responsible eco-pioneer. Nevertheless, bad things can be seen as well. Regulators in the UK are putting an even greater focus on battery recycling and lifecycle emissions, and the Environment Agency declared in the past that more than 40% of EV battery do not have a clear end of life strategy (Stanford.edu, 2024). There are allegations of sustainability vacuity in Tesla supply chains including cobalt sourcing which may cause the green narrative to falter. Therefore, environmental factors are good in increasing sales and brand differentiation, but they are bad in terms of exposing Tesla to reputational risks unless it engages more in circular economy practises and transparent reporting.
[bookmark: _Toc225275733]2.3.2 Impact on the Follower Organisation (Toyota)
Toyota has placed focus on environmental stewardship for decades, as evidenced by the Toyota Challenge 2050 and the certification of ISO14001 for its manufacturing plants in the UK, as well as the achievement of zero waste to landfill (Toyota, 2024). These achievements are positive because they bolster Toyota's legitimacy in the UK and provide tangible metrics, for example Toyota's UK facilities saw a more than 90% reduction in manufacturing-related CO₂ emissions from 2010 to 2050 (Clifford, 2019).
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Figure 4: Toyota’s CO₂ emissions from 2010 to 2050; Source:(Clifford, 2019)
It gives the company the opportunity to pitch hybrids as a practical green alternative for consumers who aren't ready for a full EV just yet. However, the negative side is that hybrids may come off as too little too late in a market that is fast electrifying. Mandatory full electrification becoming more common with regulators and consumers alike, Toyota's reputation is at stake if people feel it's being left behind by pioneers like Tesla. To survive, then, Toyota must speed up EV innovation while leveraging its solid sustainability history to stay on top.
[bookmark: _Toc225275734]3. Task 2: Strategic Responses of Pioneering and Follower Organisations
Ansoff’s Growth Matrix covers four strategic options which are market penetration, product development, market development, and diversification (Ferreira and Marques, 2024). Having presented Ansoff's growth matrix this section will now critically analyse Tesla's and Toyota’s strategic response to the UK macro marketing environment. This frame work is particularly helpful in explaining how a leader such as Tesla consolidates its leadership and a follower like Toyota evolves to remain competitive.
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Figure 5: Ansoff Growth Matrix; Source: (Martin-Morrissey, 2023)
[bookmark: _Toc225275735]3.1 Pioneering Organisation’s Strategic Responses (Tesla)
Tesla's dynamic US-based moves embed its leadership in the EV space.
Market Penetration: Tesla’s strong market penetration and consolidation against BEVs puts the company at a 12% market share for all BEV sales in 2025 (Wilkins, 2026). The increase in BEV registrations driven by the UK’s ZEV mandate to 477,000 units in 2026 (Jacobo, 2026) created added opportunity for Tesla’s growth by leveraging brand equity, premium market positioning, and the company’s Supercharger network to provide a unique and competitive advantage over Nissan, whose Leaf model is positioned in the mass market space (Connor, 2025) and does not have the same access to charging infrastructure as Tesla. 
Product Development: Tesla has grown its existing product line in the UK with the introduction of the Model Y, which, by calendar year 2025, was one of the highest selling EVs in Europe. The company’s innovative use of autonomous driving capabilities and over-the-air (OTA) software updates creates long-term customer loyalty and presents the company with multiple opportunities for recurring revenue streams. 
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Figure 6: Tesla Over-the-air (OTA) Software; Source: (Hayes, 2024)
On a positive note, these unique product attributes support Tesla’s ongoing differentiation from its competitors; however, the risk of regulatory scrutiny of autonomous driving safety could limit product adoption. BMW has also made significant investments in EV product development with its i4 and iX models (Li, 2025), demonstrating that Tesla is not the only innovator in this space and that Tesla’s innovation lead is rapidly diminishing as traditional automakers enter into electric vehicle production.
Market Development: Tesla has extended its geographical diversity by increasing its retail locations in the UK and increasing the number of e-commerce sales channels available. It has established a Direct to Consumer (DTC) sales model which allows it to bypass traditional dealerships (Asuncion, 2023). This has the positive effect of lowering costs to consumers and providing an enhanced customer experience. However, this approach has had negative implications for reaching out to traditional consumers who may prefer to interact with their local dealership (Zaidat, 2023). Conversely, Volkswagen has access to a well-established dealer network throughout the UK, which creates increased access for its consumers through the sale of its ID series of vehicles in the UK (Arora et al., 2024).
Diversification: In addition to expanding geographically, Tesla has diversified into the energy market through its solar panel and Powerwall energy storage products in the UK (Tesla, 2025). Diversifying into energy solutions is strategically significant as it aligns with the UK’s net zero emission goals and provides synergies between the mobility and energy markets (Young, 2026). The positive outcomes associated with diversification are that it reinforces Tesla as a leading brand that is committed to sustainability, while potential negative risks include potential overextension of Tesla into the UK energy sector and the potential for regulatory issues. Compared to Honda, which has diversified into hydrogen fuel cell technology, Tesla’s diversification is more commercially viable in the UK context, but it requires sustained investment to remain competitive.
[bookmark: _Toc225275736]3.2 Follower Organisation’s Strategic Responses (Toyota)
The approaches used by Toyota in UK are reflective of the position of a follower and straddling between the success of hybrid and the gradual progression of electrification. 
Market Penetration: Toyota has taken advantage of its hybrids to capture low price conscious customers in UK using its portfolios. Since 3.2% inflation in January 2026 (ONS, 2026) can while still be considered attractive, hybrids have gained popularity due to low upfront costs, and the stable operating costs. This augurs well to short term competitiveness of Toyota, enhanced by the fact that in the UK the hybrids attract low road charge of 1.5p per mile (Mistry, 2025). However, it will be counterproductive in the long-term as hybrids will become less appealing in the wake of EV adoption (Whittington, 2020). Toyota is the company with more penetration strategy than Honda because the former has a developed brand presence in the UK, but both will see full EV leaders run right ahead of them (Toyota, 2024).
Product Development: Toyota has also shown up with a first mass market EV the bZ4X with more hybrid development (Toyota, 2024). The idea is a good strategy since Toyota can be able to sell to transitional consumers and future oriented consumer. Not an advantage, but it has a relatively small EV portfolio yet, compared to Tesla or Hyundai, which constrains its potential to access the rapidly growing, BEV segment. Analysing the industry, EVs produced by Nissan in the UK were more successful in reception and Toyota was left far behind in terms of the product development.
Market Development: Toyota has expanded its UK production and facilities had reached ISO14001 and reduced CO2 emissions by more than 90% in 2010-2024 (Clifford, 2019). This is positive since it promotes local legitimacy and expectations of with. But it is a wrong step Toyota is taking in terms of market development as it can take a reputational hit as the lagging car unit (Palhau, 2024). Comparatively, the case of Volkswagen introducing its ID series to the UK without consulting regulators and consumers is a manner of bearing the risks of aggression being overcome through market development (Arora et al., 2024).
Diversification: Toyota has also attempted the hydrogen fuel cell, and they are a long-term alternative energy player (Carignano, 2023). It is good, as it puts Toyota in the bracket of the pure EV players, and it follows the trend of energy transitions that is likely to happen in the future. However, hydrogen use is minimal in the UK, and the achievement of this diversification is a commercial risk. Relative to Tesla, lessees contain analogous and rather comparable quick term effectively benefits due to their dispersal to storage of energy where electricity is obeyed too literally.


[bookmark: _Toc225275737]Conclusion
This report has concluded that the UK automotive industry is influenced by powerful economic and environmental forces, with different uses, Managers can find Tesla (a leading) and Toyota (a follower) responding to these two broad pressures. Tesla has capitalised on being a first mover to gain strong demand for BEVs and there is plenty of innovation and diversification in renewable deals arranged with co-operatives. On the downside Tesla faces premium positioning and a regulatory regime that may limit premium pricing, both of course being at the risk of exclusion from their traditional markets. On the other hand, Toyota is utilising their hybrid technology to satisfy the need for affordable vehicles still being able to (sustainably) prove themselves to be a major player in this rapidly changing market. The rate at which Toyota is rolling out EVs exposes them to negative long-term future implications for their operations as compared to Tesla.
The principle finding of this investigation is that to maintain their competitiveness both companies’ environmental scans and adaptive marketing response to changing conditions is the key to their long-term success; the faster Tesla moves on innovative areas and the sooner Toyota accelerates their EV roll out, the greater chance they have per modern day to compete with one another. The recommendation at the conclusion of this report is for Toyota to increase its development of new generation EVS and for Tesla to enhance and maintain its current, and expanding, green supply chain.
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