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[bookmark: _Toc225239557]1. Introduction
The marketing environment defines the external forces that affect the capacity of an organisation to form and sustain imminent relations with the customers. These include macro-environmental forces, including technological and environmental forces, which are critical in determining strategic decision-making. In extremely dynamic industries, organisations should keep evolving to these external changes in an attempt to maintain a competitive edge and sustainability.
A report on the electric vehicle (EV) industry will be discussed as it has undergone a very fast change in response to the innovation in the technology, and because of environmental concerns on the increase. In this respect, Tesla is commonly known as an innovative organisation which sets the pace in battery technology, artificial intelligence, and autonomous driving. Alternatively, Toyota is perceived to be a follower in the EV market, having first developed its interest in hybrid cars and only switching to fully electric mobility slowly (Chandran et al. 2022).
In the analysis of the macro-environmental factors, emphasis will be placed on two aareass i.e. technological advancements and environmental pressures (Khan et al. 2023). These aspects have generated opportunities as well as challenges that have shaped the strategic positioning of the two companies. This report aims to critically examine the influence of these macro factors on Tesla and Toyota, and evaluate their strategic responses as per appropriate marketing concepts in order to determine their competitive advantage.
[bookmark: _1dbx6ix23v8k][bookmark: _Toc225239558]2. Overview of Companies and Industry
[bookmark: _gyfx0unlfgs8][bookmark: _Toc225239559]2.1 Electric Vehicle Industry Overview
The electric vehicle (EV) industry has been growing rapidly in the last decade, with the development of an understanding of climate change and the necessity to minimise carbon emissions in the world (Hossain et al. 2022). Governments around the globe are coming up with intense environmental policies and incentives to support the use of EVs. This has increased the pressure for a sustainable means of transportation. Simultaneously, fast technological progress, which is especially related to battery efficiency, the quantity of charging stations, and online connectivity, has made EVs more powerful and less costly. Consequently, the industry has become competitive with new players as well as the conventional automotive industry players making significant investments in innovation and sustainability activities (Lukin et al. 2022).
[bookmark: _z6hdzx3xmefc][bookmark: _Toc225239560]2.2 Pioneer vs Follower Concept
In the strategic marketing paradigm, the first one to bring innovation in a market is called a pioneer, since the first one to enter and lead with technology acquires a competitive advantage (Sarin et al. 2025). On the other hand, a follower comes into the market later and may either repeat or learn from the successes and failures of the pioneer and utilise the available capabilities. Tesla can also be viewed as one of the pioneers in the field of EVs, as the company invested in electrifying mobility and innovation earlier than Toyota, which is a follower, that is shifting its solid base of strong hybrids to a fully electric vehicle (Harryson and Lorange, 2024).
[bookmark: _psx02bjnxj81][bookmark: _Toc225239561]2.3 Company Profiles 
Tesla is a company that is innovative and aimed at creating high-tech electric cars, energy, and autonomous driving innovations and occupies the place of a leader in sustainable mobility (Franke et al. 2023). On the other hand, Toyota is a company that has been established globally as a manufacturer of cars known to be efficient in production, as well as being the pioneer of hybrid vehicles. Whereas Toyota is widely represented worldwide and is known as a quality brand, it is slowly increasing the number of electric cars to compete in the changing EV market.
[bookmark: _u1of6du1velv][bookmark: _Toc225239562]3. Macro Marketing Environment Analysis (Task 1)
[bookmark: _569h5um2dpy0][bookmark: _Toc225239563]3.1 Technological Factors 
One of the most important drivers of change in the industry of electric vehicles (EV) is technological ones. There has been a sudden change in the competitive environment with rapid progress in battery technology, artificial intelligence (AI), and software integration. The innovations affect the performance of products, cost-efficiency, and customer experience, thus forming a strategic stance of firms. Competitive advantage is greatly enjoyed by the companies that invest heavily in research and development (R&D), and those found to be slower in adapting encounter more competitive pressure (Shahrour et al. 2025).
[bookmark: _x105bnhqr81k][bookmark: _Toc225239564]3.1.1 Impact on Tesla
The main base of the competitive advantage of Tesla is technological innovation. Tesla, according to the 2024 annual report,t invests a lot in battery technology, powertrain engineering, and the use of artificial intelligence to advance the performance and efficiency of its vehicles (MacCarley, 2025). The proprietary lithium-ion battery systems the company has been developing have made it possible to achieve higher levels of energy density and reduced cost of production, which in turn has allowed Tesla to increase the level of driving range without jeopardising its cost competitiveness.
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Figure 1: Tesla's revenue record for 2022
(Source: Statista, 2024)
Figure 1 data shows Tesla revenue increase in comparison with the previous years' data, also shows that revenue was 96.8, and net income was 15.0. Also, the progress in artificial intelligence and autonomous driving technologies, especially Full Self-Driving (FSD) technology by Tesla, does not make it similar to other conventional car manufacturers. Having both hardware and software integrating with the latest updates using over-the-air technology improves the functionality of the vehicles and customer experience benefits in the long run. This constant innovation generates good brand loyalty and makes Tesla a technological leader and not an automobile company. Strategically, these technological capabilities allow Tesla to have major opportunities such as market expansion, diversifying its products and having opportunities to develop autonomous mobility services such as robotaxis (Tu and Xu, 2024). 
[bookmark: _nco4dpohm84x][bookmark: _Toc225239565]3.1.2 Impact on Toyota
In contrast, technological factors present both challenges and opportunities for Toyota. Conversely, there are some technological factors that pose threats to Toyota, and there are others that give it an opportunity. Toyota has always led in terms of hybrid vehicles, but in terms of electrification to fully electric cars, it has lagged comparatively behind Tesla. Such slower adoption puts Toyota at a competitive disadvantage in the fast-changing EV market, where technological innovation is one of the major indicators of success.
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Figure 2: Toyota’s Vision for the Mobility Society
(Source: Toyota, 2024)
Figure 2 shows the 2024 integrated report of Toyota mentions a multi-pathway approach to technology, one of which involves hybrid, battery-only electric, and hydrogen-powered vehicles. On the one hand, this diversified strategy will minimise risk and give it flexibility in various markets; on the other hand, it can be used to blur focus and slow the massive adoption of EVs. With competitors moving at a quicker pace in investing in fully electric technologies, Toyota is under pressure to increase its battery capacity and digitalisation (Dzienis and McCaleb, 2025). Nevertheless, the considerable strength of Toyota in R&D activities, international production experience, and engineering innovation experience will enable the company to expand further in the future. 
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[bookmark: _w336eehkhiw8][bookmark: _Toc225239567]3.2.1 Impact on Tesla
Tesla has great opportunities offered by environmental factors, since its business model is conducive to sustainability. Tesla is a manufacturer of fully electric cars, which produce zero tailpipe emissions, making it an industry leader in eco-friendly cars (Kumar, 2025). Its objective of hastening the process of replacing nonrenewable energy with renewable energy directly conforms to the aspect of sustainability in the world. Tesla is even more strengthened by the government incentives and government policies, which ensure its strong position in the market. As an example, EV subsidies and tax credits on buying an EV motivate consumers to take electric vehicles, which fosters more demand for Tesla cars. 
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Figure 3: Comparison of 60 months' total returns of Tesla
(Source: Tesla, 2024)
Figure 3 shows that Tesla 60 months returns based on revenue performance. Increased consumer awareness regarding the environmental activist problem also contributes to the brand image of Tesla as an innovative and sustainable company (Palmié et al. 2024). This enhances customer loyalty and recruits’ customers who are eco-conscious. Besides, the renewable energy solutions distributed by Tesla, including solar products and energy storage systems, increase the reach of the company beyond the automobile industry to the wider clean energy ecosystem. 
[bookmark: _pokbzum2gsnm][bookmark: _Toc225239568]3.2.2 Impact on Toyota
In the case of Toyota, environmental forces bring about pressure and strategic opportunities. With the governments introducing tougher rules on emissions and encouraging carbon neutrality, Toyota experiences more pressure to cut down on the use of internal combustion engine vehicles (Horváth, 2026). Even though the company has led in hybrid technology, hybrids might not be enough to satisfy the future environmental requirements. In its integrated report, Toyota works on carbon neutrality and sustainability in a multi-pathway strategy that comprises hybrid, electric, and hydrogen technologies (Williams, 2026). 
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Figure 4: Toyota Motor Corporation: market cap 2019-2025
(Source: Statista, 2025)
Figure 4 data shows that Toyota's market revenue was 228 billion U.S. dollars at the end of March 2025. The strategy enables Toyota to suit the regional needs and infrastructure. Nevertheless, the trends toward the excessive electrification of cars worldwide leave Toyota with no choice but to hasten its EV creation so that it does not lose its competitiveness. Meanwhile, there are environmental considerations, which offer Toyota the avenue to capitalise on its sustainability in innovation (Ito and Kato, 2025). Its high reputation for reliability and efficiency, along with continuous investments into battery technology and hydrogen fuel solutions, can help it to move to greener mobility. 
[bookmark: _aq41zg3lubua][bookmark: _Toc225239569]4. Strategic Response and Evaluation (Task 2) 
[bookmark: _h2cnxhpxd2wl][bookmark: _Toc225239570]4.1 Porter’s Generic Strategies 
[bookmark: _6k2o60561pbk][bookmark: _Toc225239571]4.1.1 Tesla Strategy 
Tesla mostly applies the differentiation strategy, which is premised on innovation, technology, and high-end positioning (Basile, 2026). The company stands out due to innovative battery technology, artificial intelligence and self-driving features. Its automobiles are not simply transportation products, but also technological platforms providing uninterrupted software updates and even improved user experiences. Such a combination of software and hardware provides a value-added proposition that others can hardly copy.
Moreover, the Tesla car is positioned as a high-end brand that is linked to innovation and sustainability. The high-performance vehicles, coupled with its powerful brand name has helped the company to charge higher prices. Tesla has a direct-to-consumer sales strategy, unlike the traditional automakers that enjoy enhanced brand control and customer-focused increases customer experience. Tesla's differentiation strategy is also not restricted to the vehicles but also to energy storage and solar solutions, and builds a more comprehensive ecosystem of sustainable products (Agbesi et al. 2023). By adopting such a strategy, Tesla will gain value in various markets and strengthen its innovative image. 
[bookmark: _fg6cn5jhnzwj][bookmark: _Toc225239572]4.1.2 Toyota Strategy 
Conversely, Toyota is more of a cost leadership company, which is upheld by the internationally-known Toyota Production System (TPS). This system concentrates on efficiency, waste minimization and continuous improvement. This system has enabled Toyota to manufacture an efficient vehicle at relatively low cost. The Toyota company can enjoy cost efficiency through economies of scale and a lean and slim operation, without losing reliability and customer confidence (Sumant et al. 2025).
The cost leadership strategy has been reflected in the capability of Toyota to provide low-cost automobiles in a variety of markets (Lu and Zhu, 2024). It has a strong global production network, which enables the business to maximise production costs and flexible response to regional demand. This has been a sure way for Toyota to have a high market share and competitive level in the automotive market worldwide. Nevertheless, Toyota in the EV segment applies cost leadership with slow innovation. 
[bookmark: _mdo654sqmrv6][bookmark: _Toc225239573]4.2 Ansoff Matrix
[bookmark: _yomq1pc4rm3y][bookmark: _Toc225239574]4.2.1 Tesla Growth Strategy
Product development and product diversification are part of the growth strategies of Tesla (Lei, 2025). To improve the already existing products, the company is constantly launching new innovative products, e.g. new vehicle models (Cybertruck) and new features of the software. This product development scheme enables Tesla to stay ahead of technology and adapt to the changes among the customers. Tesla is interested in diversifying and moving into energy generation/storage systems, such as solar panels and battery systems. This plan will ensure that Tesla is not reliant on the automotive industry, but rather becomes an expanded clean energy enterprise. Tesla develops a full ecosystem, launching an analysis of car integration with energy supplies, which only enhances its competitive edge.
Tesla – Ansoff Matrix
	Strategy Type
	Application

	Product Development
	New EV models, AI features, and software updates

	Diversification
	Solar energy, battery storage (Powerwall, Megapack)


[bookmark: _dfktszq7vaim][bookmark: _Toc225239575]4.2.2 Toyota Growth Strategy
Market penetration and product development are the main strategies of Toyota. Market penetration helps to build the position of Toyota in the existing markets, based on a positive brand image, a wide distribution network, and reasonable prices. The fact that it is affordable and reliable also enables it to retain a huge customer base across the world. Toyota can be described as having an electric and hybrid vehicle development that is expanding slowly (Guo et al. 2023). Although it has long been interested in hybrid technology, the firm is also investing in battery electric vehicles and hydrogen-powered solutions. The strategy will help Toyota to adapt to the dynamics in the market without compromising its strengths.
Toyota – Ansoff Matrix
	Strategy Type
	Application

	Market Penetration
	Strong global presence, affordable vehicles

	Product Development
	Hybrid, EV, and hydrogen vehicle expansion


Toyota has a more conservative growth strategy than Tesla and focuses on stability, risk management, and slow technological transition.
[bookmark: _oxsq6wvnqnis][bookmark: _Toc225239576]4.3 Comparative Evaluation 
Tesla has a better performance in the EV industry because of its distinct differentiation strategy and technological advancement speed. It has a wide competitive edge due to its capability to incorporate new technologies and venture into new markets. On the contrary, Toyota is strong with cost leadership, global scope and efficiency in its operating activities, which guarantees long term stability (Aoki, 2026). Nevertheless, when considering the dynamic nature of the EV market, it is the innovation which puts Tesla on a higher footing in comparison to the market players. Although Toyota has the resources necessary to follow it, its pace of transition has been slower, which could restrict its ability to be competitive in the short term. Thus, Tesla is now in a better strategic position, especially in technological leadership and innovation in sustainable mobility.
[bookmark: _6h1oo0li3oxz][bookmark: _Toc225239577]5. Critical Discussion 
A critical study of Tesla and Toyota reveals different strengths and weaknesses, which are informed by their strategic choices. The main advantage that Tesla has is that it has great technological capacity and a differentiation strategy relying on innovation (Okanga, 2022). Its battery technology, artificial intelligence, and software integration have an obvious competitive edge. Nonetheless, Tesla is closely dependent on advanced technology and high positioning, which can put the company at risk, including high production and distribution costs, vulnerabilities in the supply chain, and market uncertainty (Ibrahim Abugarayesh, 2025). On the other hand, the pivotal asset of Toyota is the cost leadership,p which is backed by operational efficiency and subsistence size. Its long-term Toyota Production System guarantees constant quality and cost-effectiveness, which is why Toyota is as competitive in the mass markets as possible. 
Through the prism of long-term sustainability, the Tesla approach is consistent with the global trends in environmental sustainability and digital transformation, which would help it grow in the future (Abbes, 2025). Nevertheless, it will have to maintain its competitive advantage through constant innovation and management of costs. The Toyota multi-pathway strategy is robust and diverse, but this strategy can be implemented at the expense of its competitiveness since it follows a slow evolutionary pattern in the EV market. The threats to Tesla in the future are the growth of competition and regulatory issues, whereas Toyota has the risk of falling behind technologically. The prospects of the two companies are in the growth of EV use and green transportation. More importantly, the glory of every business will be pegged on the innovativeness versus scalability balance, which suggests remodelling strategic flexibility in the transforming automobile environment (Jain et al. 2026).
[bookmark: _kq5xjz7i3se2][bookmark: _Toc225239578]6. Conclusion
The analysis has revealed that macro-environmental issues, especially technological and environmental forces, have an influential impact on key strategic decision-making within the electric vehicle industry. As an innovator, Tesla would tap into the current trends in technological innovation and sustainability to support a high competitive advantage due to differentiation. Conversely, Toyota has a follower strategy, which uses cost leadership and efficiency in its operations and has the potential to shift slowly to electric mobility. The results provide strategic differences between the two businesses that are clear. The Tesla and Toyota strategies allow them to thrive and dominate the market quickly and be stable, respectively, and their strategies are slow and cannot be used in the short-term, which could harm their competitiveness in the EV market.
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