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[bookmark: _Toc225202298]1. Introduction
Marketing management is defined as the analysis, planning, implementation, and control of programs designed to facilitate desired exchanges with target audiences for personal or mutual gain (Gordon, 2003). Its ultimate reason is to consider the role of the external macro-environmental factors in determining the competitive environment of Tesla, which is a pioneer market participant and Toyota, which is a follower participant in the pure Battery Electric Vehicle (BEV) segment. The UK automotive sector is also experiencing a radical change as a result of the Zero Emission Vehicle (ZEV) policy where 28% of manufacturers will have to forecast 2026 and have zero-emission sales by that point (Energy & Climate Intelligence Unit, 2025).  The macro-marketing environment is crucial to strategic decision making because it enables firms to identify opportunities and threats systematically, which they cannot have explicit control over. This report will be based on two primary tasks: to critically examine the impact of two particular macro-environmental actors on the competitive position of Tesla and Toyota, to use Ansoff’s Growth Matrix to assess the strategic responses applied by both organisations to maintain the growth and improve the competitive advantage of both companies in the British market.
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Figure 1: Tesla ‘Model S’ and the Toyota ‘Mirai’ hydrogen Model; Source: (Volks-Electrolyzer, 2024)


[bookmark: _Toc225202299]2. Task 1: Critical Analysis of the Macro Marketing Environment
PESTEL is a strategic instrument that identifies and analyses external macro-environmental forces Political, Economic, Social, Technological, Legal, and Environmental that influence organisational performance and decision-making (Citilci and Akbalik, 2019). In the case of the UK automotive industry, this framework is necessary to overcome the non-linear disruption of internal combustion engine (ICE)-to-software-driven systems. Figure 2 illustrates the sharp decline in diesel and petrol registrations and the slew of BEVs in the UK in 2023-2024, the industry changes toward a faster pace of electrification (Virta, 2025). 
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Figure 2: UK Car Registration Market; Source: (Virta, 2025)
[bookmark: _Toc225202300]2.1 Macro Marketing Environment
This discussion centres on two macro factors, Political/Legal (The ZEV Mandate) and Technological (Charging Infrastructure and V2G Technology). The factors have been chosen as they are considered to be the most important make or break forces of the present UK market. The ZEV mandate is an integral component of the UK’s plan to decarbonise its transport sector, reduce reliance on fossil fuels, and meet international climate targets (Roychowdhury, 2023). 
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Figure 3: Annual ZEV Madate Target to 2030; Source: (Lewis-Stempel, 2024)
[bookmark: _Toc225202301]2.2 Analysis of Macro Factor 1: Political and Legal 
Political and Legal aspect of PESTEL analysis is an indisputable determinant of the competitive environment of the automotive industry. A good example of how government regulation can speed up transformation in the industry is the Zero Emission Vehicle (ZEV) Mandate instituted in January 2024 in the UK (GOV.UK, 2024). This law obliges manufacturers of cars to make sure that a certain, increasing percent of new vehicles registered in the market have zero emissions, with the base of 22% 2024 and 33% in 2026 (Sen, and Miller, 2022).
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Figure 4: Annual Target for ZEV Sales Share; Source: (Edwards, 2023)
The mandate itself is not only an environmental objective but a mandatory legal decision that is imposed by a system of permits and high financial fines. 
[bookmark: _Toc225202302]2.2.1 Impact on the Pioneer Organisation: Tesla
The ZEV Mandate helps Tesla to gain a competitive edge since it is already 100% zero-emission (Liu, 2024), and quite significantly above the 33% mark. This excess compliance creates ZEV credits which may be sold to the less performing competitors. Jaguar Land Rover, a publicly-traded company, has made a statement that it will be forced to buy credits to satisfy targets, which makes Tesla one of the biggest providers of compliance solutions (Campbell, 2021).
It successfully produces a secondary market in which Tesla makes money off its regulatory lead in the political and legal framework. Only in 2024, Tesla made billions of dollars of credits around the world, and the mandate in the UK guarantees that the source of income will be maintained (Tesla, 2025). More importantly, this gives Tesla the opportunity to practise predatory pricing. As rivals will need to either pay the cost of conducting ZEV fines or credit purchases, Tesla has reduced the price of the Model 3 by approximately £8000 to retain a leading 15.3% market share in the UK EV sector (Mihalascu, 2023). This gives rise to a flywheel effect (Kotler,2020). The fact that regulation is a competitive instrument, that Tesla can employ to do so, indicates that Tesla is adept at adapting itself to political interests.
Importantly, Tesla does not only have an inconvenience to comply but to dominate the market (Liu, Boothman and Graham, 2025). Tesla increases the distance between them and competitors whose duties and fees are related to legal compliance. This reinforces its brand as the pioneer in sustainable mobility and its pioneering position in the UK market is reinforced (Lieberman, and Montgomery, 1988).
[bookmark: _Toc225202303]2.2.2 Impact on the Follower Organisation: Toyota
The ZEV Mandate in the UK is a very real threat to Toyota on the market. The legislation mandates 33% of all new car sales be fully zero emission by 2026, yet Toyota has established its brand around hybrids (Crouch, 2024). The global electric vehicle market was valued at USD 565.30 billion in 2025 (Figure 5). As hybrids continue to be tolerated until 2035, they do not qualify as to the quota. This implies that the core competence that Toyota has in the UK market would not aid it to achieve the legal target.
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Figure 5: Global Electric Vehicle Market; Source: (Market Data Forecast, 2024)
Currently, there is a single Toyota battery electric vehicle (BEV) in the UK the bZ4X (Toyota, 2024). The company has vowed to release five additional BEVs till 2026 yet this is a sluggish rate of rivals such as Tesla and Volkswagen which already have numerous BEV models on the market. To Toyota, this exposes them to compliance risks. Failure to reach the quota means that Toyota will pay a fine of £12,000 per car which may severely affect profits (Parliament.uk, 2025).
To counter such fines, Toyota has adopted an alternative legal avenue to borrow future on the basis of the performance of ZEVs at a compounded rate of 3.5% (Edwards, 2023). Simply put, Toyota is already paying a premium since it failed to jump into BEVs sooner. Politically, Toyota multi pathway approach in investing in hybrids, hydrogen, and BEVs is not congruent with the UK government having a definite focus on battery electric vehicles (Toyota, 2024). Such imbalance puts Toyota on the defensive. Consequently, the overall market power of Toyota is compromised, and it may lose the lead to innovators such as Tesla who have already implemented the mandate in full.
[bookmark: _Toc225202304]2.3 Analysis of Macro Factor 2: Technological 
The other important aspect of the PESTEL framework is technological change, and there will be two technological developments in the UK in 2026, which are the government mandating rapid chargers to have 99% uptake and the increased use of Vehicle-to-Grid (V2G) technology. These technologies are creating a transformation in the use of electric vehicles and the way companies compete, with Tesla set to gain and Toyota struggling to cope.
[bookmark: _Toc225202305]2.3.1 Impact on the Pioneer Organisation: Tesla
In the case of Tesla, the impact is largely positive. Its Supercharger system already exceeds the UK new 99% uptime standard, and allowing other brands to join the network will provide Tesla with an additional source of revenue as well as giving it a reputation of reliability (Tesla, 2025). This enhances its operational control and forms a competitive scale on convenience.
The Tesla cars are fully V2G, too, which means that owners can earn approximately £320 per year selling energy to the grid (Mojumder et al., 2022). This aspect gives the customers physical ownership and further loyalty. Nonetheless, a negative effect is also present: to run massive V2G deployment, Tesla needs to trade grid stability and battery health, meaning that it will make its operations more complex and more expensive. Nevertheless, the heavily integrated ecosystem of Tesla, along with its superior software equipped it to handle those challenges in a better way than most competitors.
[bookmark: _Toc225202306]2.3.2 Impact on the Follower Organisation: Toyota
In the case of Toyota, it is more detrimental. Charging at the kerbside is still a significant problem to the 9.3 million UK households that lack driveways (Rodger, 2025) and Toyota has no control over its charging infrastructure. Rather, it depends on third party networks most of which have a hard time fulfilling the 99% uptime rule. This undermines customers experience of Toyota and kills its competitiveness in innovators such as Tesla.
The emphasis on battery-life of Toyota is a good influence on the practical customers, although it is a positive contribution, but it is not a permanent solution to the infrastructure shortage. Additionally, the delay in launching BEVs makes Toyota weak against other aggressive companies like BYD, who are launching cheaper and technologically heavy models in the UK (Toyota, 2024). This poses a danger of Toyota being trapped in between, not in technology and they will not compete well in terms of price.
[bookmark: _Toc225202307]3. Task 2: Strategic Responses of Pioneering and Follower Organisations
The external forces, as observed in Task 1, specifically the ZEV Mandate in the UK and the technological changes in charging infrastructure and V2G have compelled both Tesla and Toyota to change their approaches. The Ansoff Growth Matrix is applied to both organisations in order to critically analyse their answers. This model recognises four strategic directions: market penetration, product development, market development, and diversification. This discussion looks at how Tesla and Toyota are implementing these strategies currently.
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Figure 6: Ansoff Growth Matrix; Source: (Martin-Morrissey, 2023)
[bookmark: _Toc225202308]3.1 Pioneering Organisation’s Strategic Responses – Tesla
The strategic responses of Tesla are strongly aggressive and expansive, which indicates its innovative nature in the market of EV.
Market Penetration: Tesla has been increasing its market share in the UK EV market, which makes the firm now occupying approximately 15.3% of sales (Mihalascu, 2023). This has been done with major price campaigns like the reduction by almost £8,000 on the model 3 in 18 months. Technology Tesla also conventional Tesla monetises its excess credits and spends the income on subsidising the lower prices (Tesla, 2025), unlike its rivals like Jaguar Land Rover, which have to buy ZEV credits to legally meet its obligations. This results in competitive advantage and Tesla can enter the market deeper than its competitors that are faced with the cost of compliance (Hooley, 2020). The plan resembles the approach of Chinese EV manufacturers such as BYD, which also relies on aggressive pricing to gain market share (Cheng, 2025), but Tesla can cover these reductions as it can monetize its operations via regulation.
Product Development: Tesla’s product portfolio is centred on BEVs, such as the Model 3, Model Y, Model S, and Model X, that are supported by such innovations as 4680 battery cells and V2G features (Li et al., 2024). 
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Figure 7: Tesla BEV Models; Source: (Yang, 2020)
V2G-enabled all Tesla cars will be available in the UK by 2026, and the owners will be able to earn approximately £320 yearly through participation in the grid (Mojumder et al., 2022). This enhances Tesla as a brand in the technology industry and provides real value to the customers. Nevertheless, various operational issues such as grid stability and health of the batteries still persist. The integrated ecosystem offers Tesla a better stance compared to Volkswagen in the provision of uninterrupted plug and charge experiences, which are cited by 94 percent of EV owners as the decisive factor in brand trust (Arora et al., 2024).
Market Development: Tesla has geographically diversified into Gigafactories in Berlin to sell vehicles to Europe and worldwide, as well as Texas. The Tesla strategy to make its Supercharger network accessible to other brands in the UK is also a source of new revenue and will establish Tesla as an infrastructure provider (Cox, Brooks and Foster, 2025). This is a step that strengthens Tesla in the broader EV ecosystem and supports the company as the best in convenience and reliability. In comparison, Nissan, who was once a market pioneer with Leaf, has fallen behind in the UK because its infrastructure investment has been slower (Connor, 2025) which reflects poor performance in Tesla market development.
Diversification: Tesla does not merely do vehicles but also energy solutions like Powerwall and Solar Roof and combines clean energy and mobility (Cooke, 2020). This will lessen the dependence on automotive sales and it goes in line with greater sustainability objectives. Its diversification into the energy sector makes Tesla more resilient to market extremes and makes it a holistic sustainability brand, compared to BMW, which is still mainly engaged in the premium car market.
[bookmark: _Toc225202309]3.2 Follower Organisation’s Strategic Responses – Toyota 
Toyota’s application is cautious and incremental, sustaining short-term competitiveness but struggling to adapt quickly enough to regulatory and technological pressures. 
Market Penetration: Toyota is still heavily dependent on hybrids that are still not going to be satisfying quotas in ZEV and are still popular and profitable. In the UK, Toyota BEV penetration is poor, and the only model that has been launched is the bZ4X and there are five others which are assured by 2026 (Toyota, 2024). It exposes Toyota to compliance risks because the fines are £12,000 per car (non-compliance) (Parliament.uk, 2025). In comparison to Hyundai, which has carved out the UK market with the Ioniq 5 and Kona EV (Niero, 2023), the slow penetration rate of BEVs at Toyota hobbles its zero-emission unit market penetration.
Product Development: Toyota is investing in solid-state battery technology which will provide extended lifespan and safer charging (Toyota, 2024). This is to interest the pragmatical buyers who appreciate reliability rather than performance. Nevertheless, Toyota does not have established BEVs yet, and the bZ4X is not as successful as competitors such as Tesla Model Y or BYD Atto 3. Toyota emphasis on battery life is also a good differentiator, but it lacks in convenience and performance consuming demand.
Market Development: Toyota has a slower pace of BEVs expansion in the world compared to their competitors. Toyota in the UK uses the third-party charging networks most of which do not comply with the 99% quality rule. This undermines the customer experience of Toyota and makes it uncompetitive to their pioneers such as Tesla, who own their own infrastructure. Comparatively, Kia has been able to build its UK market with the EV6 (Kia, 2024), making use of charging providers, and this shows a relative lack of market development on the part of Toyota.
Diversification: Toyota takes the multi-pathway strategy and invests in hybrids, hydrogen, and BEVs (Kobayashi, 2024). Although this diversification distributes the risk, it is also not in line with the priorities of UK government, which prioritise BEVs only. Such a mismatch compels Toyota to use the resources on BEVs, which are less profitable, which undermines its market power. In comparison to Honda, which has also tried hydrogen but reduced efforts because of the lack of infrastructure, Toyota risks its diversification in scale to focus and slow down the adoption of BEVs.


[bookmark: _Toc225202310]Conclusion
This report has demonstrated that external macro-environmental factors, especially the ZEV Mandate in the UK and the technological change in charging infrastructure and V2Gis remaking the competition in the automotive industry. By commercialising ZEV credits, reducing the price, and renewing its technological leadership through the infrastructure integration and diversification of energy, Tesla has made regulation an opportunity and has become a pioneer in this wastage. As a follower, Toyota is limited by hybrids and slow BEV implementation, which leaves the company exposed to compliance fees and competitive pressures by leaders and competitive threats via rapid market entrants such as BYD.
The outstanding observation is that environmental scanning, as well as adaptive marketing reactions, are imperative in maintaining a competitive edge. Tesla has a proactive orientation to external forces, but Toyota has an incremental orientation that shows the potential dangers of delayed adaptation. One suggestion is that Toyota should hasten BEV innovation and infrastructure collaboration to prevent being caught in the interim as the UK market undergoes a swift shift to electrification.
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