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[bookmark: _Toc225506398]Introduction 
Strategic marketing management is a crucial concept that has a significant role in helping organisations respond to a changing external business environment. This report aims to examine the Electric Vehicle Industry, a dynamic industry that is characterised by significant technological, governmental, and consumer factors. The global electric vehicle market has witnessed substantial growth in recent times, driven by factors such as environmental concerns, advancements in battery technology, and governmental initiatives that encourage consumers to adopt electric vehicles to combat global warming. According to the International Energy Agency, “the global electric vehicle market has witnessed significant growth in recent times, driven by factors such as environmental concerns, advancements in battery technology, and governmental initiatives that encourage consumers to adopt electric vehicles to combat global warming” (International Energy Agency, 2023).
The electric vehicle market is a competitive market, driven by both pioneer organisations such as Tesla, which has pioneered innovation in this market, and follower organisations such as Volkswagen, a traditional car manufacturer that has entered this market to compete effectively. This is a unique market where first-mover advantages and late-entry strategies are significant. 
To understand the macro-marketing environment, it is crucial for organisations to undertake a macro-marketing environment analysis, where organisations seek to understand external factors that may influence decision-making. According to Kotler et al. (2021), “the PESTLE framework is a comprehensive framework that organisations can adopt to evaluate factors that may influence decision-making in organisations, including factors such as political, economic, social, technological, legal, and environmental factors that may influence decision-making in organisations.” 
In this report, I aim to evaluate both a pioneer organisation and a follower organisation in terms of factors that may influence decision-making in organisations. I will then evaluate how each organisation has responded to these factors, applying relevant concepts. 
 
[bookmark: _Toc225506399]Task 1: Critical Analysis of the Macro Marketing Environment 
[bookmark: _Toc225506400]2.1 Macro Marketing Environment 
The macro environment in the context of marketing relates to the overall environment that affects the business but cannot be controlled by the business entity. The most commonly used tool for analyzing the macro environment is the PESTLE tool, which considers the political, economic, social, technological, legal, and environmental factors affecting the business (Kotler et al., 2021). This tool allows the business to identify the potential risks and opportunities in the market and align the business strategies accordingly.
In the case of the Electric Vehicle (EV) industry, the analysis of the macro environment is crucial since the industry relies on the development of technology and government incentives to promote the business. Out of the six factors considered in the PESTLE tool, two factors, namely the technological and political factors, have a major influence on the business since they affect the business in two different ways, namely the supply side and the demand side (International Energy Agency, 2023).
 
[bookmark: _Toc225506401]2.2 Analysis of Macro Factor 1: Technological 
2.2.1 Impact on the Pioneer Organisation (Tesla) 
Technological innovation is one of the critical drivers of competitive advantage for Tesla Inc. as a pioneering organisation. This is because the company has been able to position itself at the forefront of EV innovation through continuous innovation in battery technology, artificial intelligence, and software. This is exemplified by its ability to launch cutting-edge features such as autonomous driving capabilities. This is a critical driver of competitive advantage because it shows that the company is a leader in EV innovation (Mangram, 2021). 
One of the critical technological innovations that have impacted the EV industry is the cost of batteries. This is because McKinsey (2023) states that battery costs have fallen significantly over the last decade. This has improved affordability and accelerated EV adoption. This is a critical driver of competitive advantage because it shows that the company has been able to take advantage of this trend. This is exemplified by its Gigafactories that have improved battery efficiencies. 
The strategic implications of this driver of competitive advantage are enormous. This is because it shows that the company is able to sustain its differentiation strategy. This is exemplified by its brand positioning that is focused on innovation. This is because competitors can take advantage of this trend. 
The implications of this driver of competitive advantage are enormous. This is because it shows that the company is able to sustain its differentiation strategy. This is exemplified by its brand positioning that is focused on being a pioneer. In addition, this driver of competitive advantage is also associated with a critical driver of competitive disadvantage. This is because competitors can take advantage of this trend. 
2.2.2 Impact on the Follower Organisation (Volkswagen) 
For Volkswagen, technological factors offer both opportunities and challenges. As a follower organisation, Volkswagen is able to mitigate uncertainty by observing market trends and adopting technologies that are already tested. Volkswagen has invested significantly in its Modular Electric Drive Matrix, which allows for large-scale production of electric vehicles. 
Volkswagen, however, faces challenges in matching Tesla's technological prowess, especially in software development and autonomous driving. While Tesla is a technology-driven organisation, Volkswagen is a traditional organisation in transition. Therefore, it faces a double-edged situation. On one side, technological advancements offer Volkswagen opportunities for expanding its electric vehicle range and competing in a growing market. On the other side, Volkswagen faces challenges that act as a threat, especially in terms of innovation cycles and partnerships in software development. 
In terms of market position, Volkswagen is more vulnerable than Tesla but has economies of scale on its side. Its ability to manufacture electric vehicles at lower costs gives it a competitive advantage in a mass market, although it may find it difficult to match Tesla in terms of technological advancements. 
[bookmark: _Toc225506402]2.3 Analysis of Macro Factor 2: Political 
2.3.1 Impact on the Pioneer Organisation (Tesla) 
Political factors also play a crucial role in the development of the EV industry, including government regulations, environmental regulations, and financial incentives. Governments worldwide have initiated subsidies, tax concessions, and stricter regulations on emissions to promote the purchase of EVs and curb emissions (International Energy Agency, 2023). 
In the case of Tesla, the political environment has a number of positive implications for the firm. For instance, the government incentives on EVs would increase the demand for the product, thereby increasing the overall market size for the firm. Furthermore, the regulations against the purchase of fuel-powered vehicles would provide a positive environment for the firm’s growth in the future. 
However, the political environment also poses a number of risks for the firm, including the impact of government regulations and the ban on the purchase of EVs in the future. Tesla would be able to increase its competitive advantage by leveraging the positive environment in the market for the firm. 
2.3.2 Impact on the Follower Organisation (Volkswagen) 
The company is largely influenced by political factors, especially in the European region. As a prominent automaker in the European region, the company enjoys robust government support in the transition to electric mobility. In this regard, the European Green Deal policies provide incentives for investing in electric vehicle technology (European Commission, 2022).
However, the company faces more challenges compared to Tesla Motor due to its conventional operations. As the company transitions to electric vehicles, it faces significant challenges in the high costs associated with the transition. In addition, the company faces challenges in meeting the regulations set by the government on emission control.
Regarding adaptability, the company has moderate flexibility compared to the required adaptability in the electric vehicle segment. Although the company has made significant strides in the development of electric vehicles, it faces challenges in adapting to the changing dynamics in the market.
[bookmark: _Toc225506403]
Task 2: Strategic Responses of Pioneering and Follower Organisations  
[bookmark: _Toc225506404]3.1 Pioneering Organisation’s Strategic Responses (Tesla) 
Tesla, being one of the pioneering companies in the Electric Vehicle (EV) industry, has taken a very proactive and innovative stance in addressing the challenges in the macro-environment. The company’s strategy is in line with Porter’s concept of Generic Competitive Strategies, where companies compete through differentiation strategies by providing unique value propositions to customers (Porter, 2008; Kotler et al., 2021).
One of the significant strategies adopted by Tesla in response to technological changes is its focus on research and development (R&D) activities. The company is constantly investing in new technologies in battery life, artificial intelligence, and autonomous driving. This strategy has helped Tesla stay ahead in the competition by being an innovation leader in the industry. For example, it has developed over-the-air (OTA) software upgrades for its products, enabling customers to enjoy new features in their products even after purchase (Mangram, 2021).
Tesla’s Direct-to-Consumer (DTC) strategy is another factor which adds weight to its differentiation strategy. In this strategy, Tesla sells its products directly to customers without involving any middleman. This strategy is in line with changing consumer behavior, where customers increasingly seek unique experiences. In addition, this strategy helps Tesla gather useful data from its customers, which can be used to improve its products and services. 
From a political viewpoint, Tesla has adopted an expansion strategy in markets where governments support the adoption of EVs. In this regard, it has set up manufacturing units in various regions such as China and Europe, where governments offer incentives for adopting EVs (International Energy Agency, 2023). This shows how effectively Tesla has aligned its expansion strategy with macro-environmental factors. 
However, the approach of the company has some disadvantages as well. As the company is relying heavily on the differentiation approach, it is also vulnerable to the risks of technological disruption and increasing competition. 
Critically, although the differentiation approach by Porter helps in understanding the success story of the company, it is not sufficient enough to understand the dynamic approach of the company, which is a combination of the differentiation approach and the cost leadership approach. As the company is increasing its production volume, it is also trying to enter the market segment by lowering the costs. 
Thus, it is clear that the strategic responses by the company are aligned well with the macro environment, which helps the company to sustain the competitive advantage in the market. 
[bookmark: _Toc225506405]3.2 Follower Organisation’s Strategic Responses (Volkswagen) 
Volkswagen, being a ‘follower’ organisation, has a different strategic approach to compete in the EV market. Unlike Tesla, which has adopted a differentiation strategy, Volkswagen has adopted a hybrid approach that combines cost leadership and differentiation strategies. It has utilised its economies of scale and established presence in the market to compete in the EV market (Johnson et al., 2020). 
One of the strategic approaches that Volkswagen has adopted to cope with technological change is the development of its Modular Electric Drive Matrix (MEB) platform. By standardising EV production across different models and brands, Volkswagen has adopted a cost leadership approach to compete in the EV market. It has simplified the production process of EVs and has become more competitive in this field. By doing so, it has targeted a wider audience rather than focusing on premium customers (Deloitte, 2022). 
However, it is difficult to adopt a cost leadership approach in the EV market since it requires a high level of investment and is a constantly changing field. 
In addition to these approaches, Volkswagen has adopted a strategic approach to cope with macro-environmental factors. It has formed strategic alliances and partnerships to cope with these factors. For example, Volkswagen has acknowledged that it is not good at developing software and has formed alliances with technology companies to improve its capabilities in this field. However, this strategic approach has put a question mark over its chances of becoming technologically independent. 
From a political perspective, Volkswagen has adopted a strategic approach that is aligned with government requirements. For example, in the context of the European Union, Volkswagen has invested heavily in electric vehicle technology to meet environmental requirements (European Commission, 2022).
When one critically evaluates Volkswagen's strategy, it is evident that it has both strengths and weaknesses. For instance, Volkswagen has a large market and production capacity, a strength that is likely to give it a competitive advantage in terms of cost leadership. However, Volkswagen's transition from internal combustion vehicles to electric vehicles is a weakness. For instance, Volkswagen has to deal with organisational change, employee restructuring, and integrating legacy systems. 
When one uses Porter's five-force framework, it is evident that Volkswagen's hybrid strategy is likely to make it "stuck in the middle." This is a weakness of hybrid strategies, where a company is likely to fail in achieving cost leadership and differentiation at the same time (Porter, 2008). However, in reality, it is evident that hybrid strategies are successful in modern organisations.
Nonetheless, the strategic responses of Volkswagen indicate that the company has the ability to adapt to the challenges it faces. This is because the company has identified the importance of affordability, scalability, and reach in the mass EV market, making it a major competitor in the market. 
[bookmark: _Toc225506406]Comparative Strategic Insights 
A comparative analysis of Tesla and Volkswagen reveals the different strategies followed by a pioneering firm and a follower firm. Tesla follows a proactive, innovation-driven, and differentiating strategy, while Volkswagen follows a reactive, efficiency-driven, and cost leadership-based strategy. Tesla enjoys the advantage of a first-mover, has a strong brand identity, and leads in technology, while Volkswagen uses its size and market presence to gain a competitive advantage. This reveals the strategic differences that exist between a pioneering firm and a follower firm. However, it must be noted that both strategies are viable if the conditions in the macro environment are favorable. Tesla’s strategy is suitable for the innovation-driven market, while Volkswagen’s strategy is suitable for the price-sensitive segment of the market. 
 
[bookmark: _Toc225506407]Conclusion 
This report has critically discussed the impact of the macro-environmental factors and the strategic approaches of the pioneering and follower organisations in the Electric Vehicle (EV) industry. The analysis has revealed that the most impactful factors affecting the industry are technology and politics, which provide opportunities and challenges to the organisations in the industry. For instance, the advancements in technology, specifically battery technology and software, have helped the pioneering organisations, such as Tesla, develop a robust differentiation advantage in the market. However, the follower organisations, such as Volkswagen, are likely to experience challenges in coping with the changing technology in the industry.
Furthermore, the analysis has revealed that the strategic approaches of the organisations in the Electric Vehicle industry are also a crucial factor in the relative success of the organisations in the industry. However, the follower organisations are likely to experience the risks of cost efficiency and strategic ambiguity (Porter, 2008; Kotler et al., 2021).
Overall, the analysis has revealed that the macro-environmental analysis has a crucial impact on the relative success of the organisations in the Electric Vehicle industry. Specifically, the analysis has revealed that the strategic approaches of the organisations in the industry are a crucial factor in the relative success of the organisations in the Electric Vehicle industry. Specifically, the analysis has revealed that the organisations in the industry must develop a strategic approach that aligns the marketing strategies with the changing environment in the industry to remain at the forefront in the industry. 
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