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[bookmark: _Toc234690291]1. INTRODUCTION 
[bookmark: _Toc234690292]1.1 Background 
Tata Steel is among the largest manufacturers of steel in the world with its operations spread across Asia and Europe and provides steel to construction, automotive, engineering and infrastructure industries. The steel sector is a crucial economic sector but contributes to approximately 7-9 percent of carbon dioxide emissions in the world. Consequently, the manufacturing of less-carbon steel has turned into a key strategic goal of steel producers who want to be competitive over a long term and grow sustainably (World Steel Association, 2024; International Energy Agency, 2025).
[bookmark: _Toc234690293]1.2 Why the Lower-Carbon Transition Matters 
The shift to less carbon steel is guided by the rising climate change issues, tougher environmental laws and standards and an increase in customer demand of sustainable products. One of the most carbon-intensive industrial processes is the production of steel, with the great pressure on the manufacturing side to decrease the number of emissions and enhance the environmental performance. Meanwhile, the purchasing decisions, investment focus and competitive stance of international markets are transforming due to Environmental, Social and Governance (ESG) demands and global Net Zero commitments (Kotler et al., 2024; International Energy Agency, 2025; Tata Steel, 2025a).
[bookmark: _Toc234690294]1.3 Purpose and Report Structure 
This report is a critical analysis of the external marketing environment that affects the shift to lower-carbon products of Tata Steel. Task 1 evaluates the Natural Environment and Political and Legal Environment, with the marketing environment concepts. Task 2 suggests a proper growth strategy with the help of Ansoff Matrix and analyzes the competitive positioning of Tata Steel with the help of Porters Generic Strategies. Lastly, Task 3 will reflect critically on responsible use of Artificial Intelligence in the writing of this report.
[bookmark: _Toc234690295]TASK 1: MARKETING ENVIRONMENT ANALYSIS 
[bookmark: _Toc234690296]2.1 Introduction to the Marketing Environment 
The macro marketing environment is a set of external aspects which affect the capacity of an organisation to attain its strategic goals. These forces cannot be controlled by managers, however, they influence the marketing decisions, competitive positioning and long-term business performance (Kotler et al., 2024). In the case of Tata Steel, this move towards lighter steel is driven by the shift in environmental standards and governmental demands. The PESTEL framework is a systematic evaluation of the Political, Economic, Social, Technological, Environmental and Legal factors, which allows the company to determine the opportunities in the market, predict possible risks and position itself more actively in the market.
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Figure 1: Macro Marketing Environment
Source: Adapted from Kotler et al. (2024).
[bookmark: _Toc234690297]2.2 External Marketing Environment Actor One: Natural Environment 
The most influential external factor is the natural environment that has affected the marketing strategy of Tata Steel since the climate change has made sustainability a competitive business need. The steel sector is also a major source of carbon dioxide emissions worldwide with an average of 7-9% of the world carbon dioxide emissions being caused by the steel industry (International Energy Agency, 2025). 
Tata Steel has acted by incorporating the concept of decarbonisation in its business plan by using renewable electricity, better energy efficiency and gradual implementation of Electric Arc Furnace (EAF) technology. The company is also investing in production technologies that are hydrogen ready to limit the traditional blast furnace production. Such initiatives reinforce the sustainability positioning of Tata Steel and assist the customers in low carbon products. They are however, capital intensive and have technological uncertainty thus posing financial risks in the transition (Tata Steel, 2025a). 
Circular economy principles are also reflected in the strategy of the company. Steel is very recyclable, hence more scrap steel can be utilized to cut down the number of emissions, save on natural resources and enhance efficiency in production. Marketing wise, such enhancements reinforce the value proposition of Tata Steel to industrial clients who need sustainable supply chains, especially those in the automotive and building industries (World Steel Association, 2024).
The natural environment generates valuable business potentials. Green steel is on the rise in demand due to the growing focus on Environmental, Social and Governance (ESG) performance by governments, investors and industrial buyers. Green products enable Tata Steel to position itself out of the price competition, consolidate its corporate image and enter new markets associated with renewable energy and green infrastructure. However, the change is also not without issues, such as the increasing carbon prices, fluctuating energy prices, the scarcity of high-quality scrap metal and the adjustment of the supply chain. These will potentially decrease profitability when the cost of investment is not recovered by increasing the value of products (International Energy Agency, 2025). 

	PESTEL Factor
	Key Issues Affecting Tata Steel

	Political
	Climate policy and government support

	Economic
	Green investment and carbon pricing

	Social
	Growing demand for sustainable products

	Technological
	Green hydrogen and Electric Arc Furnaces

	Environmental
	Net Zero and carbon reduction

	Legal
	CBAM, ESG reporting and carbon regulations



Figure 2: PESTEL Analysis for Tata Steel
Source: Developed by the Researcher based on Kotler et al. (2024), Tata Steel (2025a) and European Commission (2025).
[bookmark: _Toc234690298]2.3 External Marketing Environment Actor Two: Political and Legal Environment 
The political and legal environment has a significant effect on the shift to lower-carbon products of Tata Steel due to environmental regulations and sustainability policies. Individual governments are enacting more restrictive policies in order to reach Net Zero, and steel producers must invest in cleaner technologies and enhanced environmental performance (Kotler et al., 2024). 
Among other major developments is the European Union Carbon Border Adjustment Mechanism (CBAM) that imposes carbon prices on imported steel products. In the case of Tata Steel, CBAM opens possibilities of lower-carbon products to compete better in European markets and higher costs of compliance with higher-carbon production techniques (European Commission, 2025). The policy thus will promote further investment in decarbonisation technologies and more clean manufacturing processes. 
There is also a rise in the significance of ESG reporting and carbon disclosure due to environmental legislation. The investors and industrial customers also demand more and more clear information about climate risks and sustainability performance. The integrated reporting of Tata Steel increases the confidence of stakeholders and helps to ensure better positioning on the market, showing tangible environmental improvement (Tata Steel, 2025a). 
On the marketing side, the political and legal forces affect the price, competitiveness of exports in the market, customer relations. Firms that adhere to the changing environmental laws have a greater chance of gaining access to foreign contracts and enhancing their corporate image. The political and legal factors, therefore, do not merely govern business activities but are actively involved in determining the marketing decisions and competitive edge of Tata Steel.
Mini Conclusion 
The greatest force in the lower-carbon transition of Tata Steel is the natural environment since the climate change and Net Zero pledges alter customer demand. This change is supported by political and legal aspects that impact on environmental compliance, investment choices, access to the market and the long-term competitive stance of the company.
[bookmark: _Toc234690299]TASK 2: STRATEGIC GROWTH AND COMPETITIVE POSITIONING 
[bookmark: _Toc234690300]3.1 Strategic Growth Using the Ansoff Matrix 
Ansoff Matrix is a business strategy that determines the opportunities of business growth by considering four alternatives: market penetration, market development, product development and diversification (Ansoff, 1957). In the case of Tata Steel, the choice of the strategy is critical since the process of switching to lower-carbon steel must strike the right balance between sustainability investment and long-term competitiveness.
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Figure 3: Ansoff Matrix
Source: Adapted from Ansoff (1957).
Market Penetration
Market penetration is to promote sales on current products in existing markets. Operational efficiency, enhancement of customer relationship and improvement of customer service is a way Tata Steel can enhance customer retention. Despite the fact that this strategy has a relatively low risk, it will have a low long-term growth since traditional steel demand is growing old-fashioned. Growing environmental rules also make it less appealing to go with the status quo only (Kotler et al., 2024).
Market Development
Market development is the sale of the existing products in new geographical or industrial market. Tata Steel has the opportunity to expand into expanding renewable energy and electric vehicle chains. This will grow the revenue base, but at the cost of trade barriers, regulatory divergence and environmental policies like the EU Carbon Border Adjustment Mechanism (CBAM), which augment the business uncertainty (European Commission, 2025).
Diversification
Diversification is the most risky as it entails expansion in new markets and products. Though development of renewable energy technologies or superior construction materials could provide future earnings, it will need substantial financial and expertise. Given the current investment by Tata Steel in decarbonising the steel production process, diversification can lead to loss of strategic focus and financial risk (Johnson et al., 2023).
Recommended Strategy: Product Development
The most appropriate strategy is product development since it will allow Tata Steel to launch new lower-carbon steel products and still cater to its current industrial clients. The creation of green steel, low-carbon steel, new high-strength steel and hydrogen-based steel is a direct reaction to the increased demand in the automotive, construction and renewable energy industries, where consumers are increasingly looking at more sustainable materials (World Steel Association, 2024). 
This strategy is costly to implement in terms of Electric Arc Furnaces, renewable energy and hydrogen technologies, but it helps with the competitiveness in the long term as it contributes to higher pricing, better brand image and minimizes regulatory risks. Product development offers a less strategic risk than diversification since Tata steel already has well developed production capacities, relationship with customers and expertise in the industry. 
[bookmark: _Toc234690301]3.2 Competitive Positioning Using Porter's Generic Strategy 
Porters Generic Strategies are used to explain the way organisations gain a competitive advantage via cost leadership, differentiation or focus (Porter, 1985). With sustainability becoming one of the key factors in buying, steel producers have started to compete less on price and more on innovation. As a result, Tata Steel needs a strategy to both generate customer value in the long term and help it through its transition to lower carbon.
[image: ]
Figure 4: Porter's Generic Strategies
Source: Adapted from Porter (1985).
Strategic Evaluation
Cost leadership is concerned with the reduction in the costs of production. Nevertheless, the demand to produce lower-carbon steel is putting a heavy investment burden on renewable energy, Electric Arc furnaces and hydrogen technologies, creating challenges in maintaining cost leadership. Despite the fact that operational efficiency is still crucial, price competition may undermine Tata Steel in terms of its potential to recoup sustainability investments (Johnson et al., 2023). 
A focus strategy focuses on a particular segment of customers, e.g. electric vehicle or renewable energy manufacturers. Although this strategy allows specialisation, it does not cover the entire market and takes advantage of the full global production capabilities of Tata Steel. 
Differentiation thus is the most suitable approach. Tata steel can provide better customer value and premium prices by providing certified green steel, transparent ESG reporting and innovative low-carbon products. The sustainability is a valuable competitive edge and not merely a regulatory burden as industrial buyers are more willing to deal with suppliers who can help them achieve their Net Zero goals (Kotler et al., 2024). 
Tata steel has reinforced its sustainability strategy compared to ArcelorMittal, though ArcelorMittal is still investing heavily in decarbonisation technologies. Continued investment in technology is important, with SSAB currently taking the lead in hydrogen-based steel innovation with its HYBRIT project. In order to keep up with the competition, Tata Steel needs to speed up the innovation process and share its sustainability success stories better (World Steel Association, 2024).
Practical Recommendations
1. Pour more into hydrogen-based steel technologies to speed up decarbonisation. 
2. Increase Green Steel branding to enhance market differentiation.
3. Enhance ESG reporting and carbon transparency in order to boost stakeholder confidence. 
4. Establish collaboration with renewable energy suppliers and car manufacturers. 
5. Boost the renewable electricity and use of recycled steel to cut emissions and enhance sustainability performance. 
Mini Conclusion 
The best strategic direction to take Tata Steel through its lower-carbon transition is product development and differentiation. The combination of these strategies promotes innovation, customer value and competitive advantage and is responsive to the growing demand on sustainable steel products and adaptable environmental regulations.
[bookmark: _Toc234690302]TASK 3: CRITICAL REFLECTION ON AI USAGE 
[bookmark: _Toc234690303]4.1 Tool Disclosure 
Throughout this report, I was able to employ ChatGPT to brainstorm research topics, learn about marketing concepts and find academic materials that pertain to the lower-carbon transition of Tata Steel. Google Scholar and Scopus were then used to find peer-reviewed journal articles and consulted Tata Steel Integrated Report and publications of the International Energy Agency, World Steel Association and European Commission. I also applied AI to enhance grammar and clarity of the sentence. Nevertheless, the entire analysis and finalization were made by my personal judgment, pursuant to the advice of the university on how to properly use generative AI (OpenAI, 2025). 
[bookmark: _Toc234690304]4.2 Critical Evaluation of AI Output 
I realised that AI-generated content can include false information or fake references. Hence I checked all the journal articles using Google Scholar or Scopus prior to making its use in the report. A direct comparison of company data against official reports of Tata Steel and industry statistics against the publications by the International Energy Agency and the World Steel Association was done. Any unsubstantiated statements or contradictory information generated by AI was substituted with the findings of credible scholarly and industry references. This checking process enhanced the validity and reliability of my work (Dwivedi et al., 2023).
[bookmark: _Toc234690305]4.3 Contribution Analysis 
The AI assisted me in research by aiding in finding literature, summarising ideas and enhancing the readability of my texts. Yet, the choice of the sources was made independently by me, and I evaluated the evidence and elaborated the discussion presented in this report. My critical thinking and judgement guided the analysis of the marketing environment of Tata Steel, the recommendation of the Product Development based on Ansoff Matrix and Differentiation based on the Porters Generic Strategies. I also worked out conclusions and recommendations myself, so as not to make the report with opinions generated by the AI (OpenAI, 2025). 
[bookmark: _Toc234690306]4.4 Ethical Reflection 
To be responsible with AI, one needs transparency, academic integrity and professional judgement. I did not see AI as a substitute to a self-directed study but as a research assistance. To minimize the bias and factual inaccuracies, I compared all significant data with the academic journals, company reports and known industry publications. The recognition of AI use and confirmation of all evidence served as a way of academic honesty and made this report stronger. This experience also enhanced my understanding of the ethical obligations related to the use of AI in postgraduate research and the activities of the future professional practice (UNESCO, 2023; OpenAI, 2025).
[bookmark: _Toc234690307]CONCLUSION 
This report finds that the most significant external factor that is impacting the transition of Tata Steel to lower-carbon products is the Natural Environment since climate change, Net Zero commitments and customer expectations are changing the world steel industry. The Political and Legal Environment, especially the carbon regulations and the Carbon Border Adjustment Mechanism of the European Union, also speeds up the sustainable business decision-making process and has an effect on international competitiveness. According to the strategic analysis, the most appropriate growth strategy is Product Development since it will help Tata Steel grow its range of lower-carbon steel products and cater to the existing customers. Lastly, a Differentiation Strategy that focuses on green steel innovation, ESG leadership and sustainable value creation presents the greatest competitive advantage in the long term in a global market that is becoming more environmentally conscious.
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