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Developing a strategic approach is important to counter the macro environmental factors. In the current assessment there will be macro environmental analysis using PESTEL and Porter 5 forces models to identify the impact it is having on Electric Vehicles companies like Tesla. Further there would be development of strategic response to mitigate the issues and enhance the business outcomes reducing risk and problem.
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PESTLE 
Political
In the last decades the support of governing bodies towards the deployment of electric vehicles have significantly improved which is a sign of broadened attention given to electric transport modes.  In the last 10 years more than 20 countries have announced the full phase out of internal combustion engines so that there can be shifting to electric vehicles. It is to be understood that policy attentions and actions are being taken for the purpose of decreasing air pollution and CO2 emission where medium and heavy duty vehicles are being replaced with electric vehicles (IEA, 2021).
Economic
Inflation and increasing prices have directly impacted the electric vehicle sector on the global level. In recent years there has been significant turmoil and inflation affecting the battery market with the cost of battery back have increased by 7% and as the demand for electric vehicles increase the cost will also increase which will have a detrimental impact on the profitability of companies operating in the following market (IEA 2024).
Social
Sustainable mobility has been one of the significant trends in the growing environmentally aware society.  There has been a change in consumer preference where there is a higher inclination towards technology and digital experience.  This has a direct impact on organizations like Tesla operating on the global level as they are organizations well recognized and followed in the electric vehicle segment. 
Technological
Rapid advancements in EV technology, battery efficiency, AI-driven driving systems, and renewable integration is its Technology growth that can be witnessed in the Global electric vehicle and automobile sector (Amer et al. 2024). Lithium ion batteries are very common amongst EV and are being used because of their high energy density, long life span and cost effectiveness other battery types like lead acid and Nickel based batteries are very insufficient and are less likely to be used in electric mobiles.  On the other hand artificial intelligence is being integrated to improve the performance related to battery management which has been significant in development. 
Legal
It is noticed that the Extended Producer Responsibility Principle is being very significantly pushed in the electric vehicle segment for the purpose of carrying out battery recycling as well as for the integration of environment policies in the EV development (Karunia et al. 2025).  There are legal challenges like ensuring data protection for connected vehicles as well as regulation to limit the use of autonomous driving technology  which is currently being structured to enhance the safety and legality of electric motor vehicles. 
Environmental
There are environmental concerns directly impacting the operations of Tesla on the Global skills specifically related to the extraction of lithium that are required in the development of batteries.  The environment are concerns related to the supply chain the electric vehicle industry develop a vehicle is also a matter of concern that needs to be mitigated in order to achieve the United Nations in ability goal of zero carbon emission
PORTER 
Bargaining power of suppliers
Suppliers have moderate power in the following sector because there are limited sources of key materials which include Cobalt, Nickel and Lithium batteries. On the Global scale China dominates the battery market with manufacturing holding a large share in both production capacity and supply chain control. In 2023 CATL had the largest supplier base with 37% of market share followed by LG energy solution (Kang, 2025). In this segment the suppliers control a significant power to determine the prices of supplies which affect the operation of Tesla and its followers. 
Threat of substitute products
The substitute products of the electric vehicles are hybrid vehicles, hydrogen fuel cell cars and the public transport system (Singh et al. 2023).  For the following alternatives are currently occupying significant market share with technology advancement the electric vehicle would be able to overcome and outgrow products.  Tesla has been able to mitigate the substitution via continuous innovation to improve the energy efficiency and charging network which is also followed by forms like BYD, Ford and Hyundai. 
Threat of new entrants
The electric vehicle industry has a moderate barrier to entry which is currently increasing because of the awareness related to environment protection as well as the incentive offered by the government to the following sector.  It has become a very attractive sector when it comes to technology expert economies of scale and capital requirements.  Being a pioneer Tesla is able to benefit from search established brand equity vertical integration and proprietary Technology.  On the other hand there are emerging EV organisations like  Rivian and Lucid as well as followers like BYD and Volkswagen to leverage existing infrastructure to create a new entrant with cost leadership.
Bargaining power of buyers
The power of the buyers in the following sector is increasing with higher awareness among the consumers market maturity and variety of products.  Being a Pioneer Tesla has leverage from technological capabilities, strong brand reach and awareness although with the expansion of all over followers like BYD and Hyundai there is competitive pricing and all the customers have greater choice.  The buyer now is able to compare the range, battery, features and charging time . Tesla is facing pressure to sustain its differentiation with only software innovation.  Followers like BYD and Hyundai are using competitive price pricing and localisation strategy across the Global market.
Rivalry among existing competitors
In the EV sector the competition is between market leaders like Tesla, General Motors and Nissan whereas the amazing competitors like Reveal and Lucid Motors are controlling the market share. Although Chinese manufacturers like BYD and NIO are significant players in the Global EV market benefiting from strong domestic demand and Government support. China accounts for two- thirds of the Global EV sales which is followed by Europe at 17% and the US with 7% (Bloomberg. 2025) 
Critical examination of two external macro marketing actors 
Technological factor 
The technological growth that has been identified above will be very significant in terms of allowing pioneers like Tesla to  improve the range of their cars.  Improving battery technology and Optimisation not only ensures that there is improvement in the vehicle's distance to be covered but also improves the dependability of the car.  It must be considered that for the pioneers it is an opportunity that will allow them to make improvements and double up upon gaming competitive as in the market.  Pioneers like Tesla would be able to benefit and improve their product range whereas BYD would be able to increase its efficiency with support from the local market and gaining competent advantage at the global level.   
On the other hand, an increase in technology like digitalisation and connectivity with cars increases the risk of data security which is applicable to both Pioneer and followers.  Hyundai and Ford would be facing such issues if they do not have significant measures of protecting data.
Competitive Rivalry
Increasing competitive rivalry is a very significant marker of industrial growth with the sector through competitiveness would be able to innovate and develop the market standards.  Increasing competition between the market leaders, pioneers, followers and newcomers would make sure that there is improvement in the technology which would ultimately lead to breakthrough technologies.  This will lead to opportunities of improving safety standards excellence in digitalization of cars as well as improvement in battery Technology would significantly enhance creating an opportunity for companies like Tesla, BYD, Hyundai and Lucid Motors. 
Although the competitive rivalry also poses a threat to the EV companies because it leads to decreased profitability because the businesses engage in price wars as well as increased cost in regards of advertisement and innovation.  In such scenarios for the purpose of gaining competitive or comparative advantage organisations can see potential of carrying out unethical immoral behaviour because of the tunnel vision where companies are focused too much on beating the Rivals. An example of this is the Inflation of car sales using Insurance Scheme by Neta to beat its competitor Zeker  (Reuters, 2025)
[bookmark: _Toc213788424]Task 2
Strategic response to technological factor 
In response to the opportunities of technological factors of the external business environment Tesla as a pioneering organisation would require to strategically making continuous innovations and vertical integration. For example, investment in proprietary technology including battery chemistry, in house chip design and artificial intelligence driven auto pilot system would help Tesla as a pioneering organisation to tactically respond to the concern of technological change. This particular strategic response is in alignment with the differentiation strategy of the porter's generic framework (Ali and Anwar, 2021). This is because continuous innovation would help the organisation to control its entire value chain thereby reducing its dependence on external suppliers and leading to technological superiority.
Apart from the responses towards the opportunities related to the technological factor Tesla as a pioneering organisation is also required to significantly make a tactical approach towards the threats related to the concerned factor as well. From the above stated analysis it could be observed that data security, AI regulation and product reliability are some of the major risk factors that have developed as a part of this technology intensity. Therefore as a pioneering organisation it has also faced scrutiny for data privacy issues in China and European Union markets. This has made Tesla improve its cyber security measures and bring transparency.  For overcoming the threat factors Tesla has determined the strategic need for balancing innovation with compliance and ethical governance (Camilleri, 2024).
For the purpose of remaining competitive in the automotive industry, follower organisations like BYD, Hyundai and Ford have also tried to strategically respond to the technological factors related opportunities and threats. Each of these organisations are observed to be incorporated into adaptive innovation strategies for example BYD has exemplified the manner in which localisation and vertical integration can be significantly utilised for the purpose of responding to the needs of the technology (Nogueira et al. 2023). The concerned follower company demonstrates incremental rather than radical innovation in order to enhance its safety and reduce production cost. Addressing the opportunity of technology factor BYD as a follower organisation has been able to sustain in China's domestic market by the help of faster diffusion and affordability. 
Similarly Hyundai has focused on collaborative technology development by the help of its E-GMP platform to reduce development cost while ensuring flexibility across models. On the other hand, follower organizations like Ford which is observed to be slower in electric vehicle adaptation has been open towards collaboration in regards to battery joint ventures with CATL.
In regards to the threats which are related to data privacy issues, follower organisations like Hyundai motor group have undertaken into the strategic response of implementing a security operation centre for the purpose of monitoring real time data breaches and cyber threats across its connected car networks. Ford-like organisations have incorporated secure communication channels by the help of NIST cyber security framework to reduce vulnerabilities between vehicles cloud servers and mobile apps (Pascoe, 2023). In addition to this, follower organisations have also been introduced into clear user content in order to counter the growing consumer scepticism. In this way follower organisations have strategically addressed the technological threat of data privacy risk through cyber security investment and consumer transparency so that they can safeguard their competitive position and maintain consumer confidence.
Strategic response to competitive rivalry factor 
The second external factor which is the competitive rivalry in the EV industry has also been handled effectively by both pioneering and follower organisations. For example in order to acquire the opportunities related to bringing improvements in their current technologies Tesla as a pioneer organisation deepened its technology differentiation and brand innovation by including advancement in autonomous driving, energy efficiency and battery performance. In alignment to Ansoff matrix diversification strategy Tesla continuously invests in research and development to bring improvements in its battery range and digital user experience (Aditiya and Kirana, 2025). The concerned organisation is also observed to be advancing its full self-driving software and battery cell technology for the purpose of significantly improving its overall performance and production efficiency in order to outgrow the growing pressure from global competitors. The followers have also responded effectively to the opportunities of competitive rivalry in their own respective strategically techniques. For example Hyundai had adopted Porter's differentiation strategy in its design and reliability aspects for the purpose of balancing affordability and performance. Under this particular strategic response the company is observed to be targeting a wider consumer base that is interested in high quality designs and rapid charging capabilities. This ensured that Hyundai was able to acquire a competitive edge without engaging in direct price wars. 
Apart from the opportunities that are related to the competitive rivalry external factor the threats of it have also been effectively addressed by Tesla being the industry leading Pioneer. The concerned organisation for the purpose of countering the threat of declining profitability because of price wars has focused on differentiation rather than cost based rivalry. The company has tried to maintain premium pricing and brand distinction by incorporating into effective value through its innovation and vertically integrated manufacturing model which cannot be easily imitated by the competitors. In addition to this the company has also tried to manage the increased cost of advertisement and innovation by reducing dependency on suppliers and stabilizing margins during price fluctuations. Furthermore the company has also utilised effective cost management strategy to avoid unethical competitive behaviour while maintaining a reputation of technology leadership and environment. While the follower organisations like BYD and Hyundai have been incorporating into the strategies of marketing segmentation so that they are able to effectively respond to the issues of price wars and profitability (Guo et al. 2021). The concerned organisations are observed to be emphasising on transparency, safety and quality to build credible alternatives to the Tesla Technology led brand. They are also trying to target price sensitive and regional consumers so that they are not competing directly with Tesla-like pioneer organisations in the luxury segment of the electric vehicle.

[bookmark: _Toc213788425]Conclusion 
Concluding in the light of above context it can be stated that efforts are being made by Tesla as as other follower organizations to reduce air pollution and CO2 emissions by replacing medium-sized and heavy-duty cars with electric vehicles. Enhancing battery technology and optimization not only guarantees that the vehicle can travel farther, but it also increases the car's dependability. It can be stated that competitive rivalry poses a threat to EV companies like Tesla because it results in lower profitability due to price wars and higher costs for advertising and innovation. However, for the pioneers, it is an opportunity to improve and double up overall competitiveness.
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