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1. Introduction
Understanding the macro marketing environment is one of the most important aspects of strategic marketing management. Organisations do not operate in isolation they, are constantly shaped by forces that exist beyond their direct control. These forces can either create opportunities or pose significant threats, depending on how well a company understands and responds to them. This essay examines two organisations operating in the global electric vehicle (EV) industry Tesla Inc., as the pioneering organisation, and BMW Group, as the follower. Two key macroenvironmental factors technological advancement and regulatory / political forces are analysed using the PESTLE (political, economic, socio-cultural, technological, environmental and legal forces) framework to assess how each factor has influenced the competitive positions of both organisations. Building on this analysis, the essay evaluates how Tesla and BMW have responded strategically by applying Porter's Generic Strategies (Porter, 1980) and Ansoff's Growth Matrix (Ansoff, 1957) to explain how each organisation seeks to maintain or strengthen its competitive advantage in a rapidly evolving market.
2. Macro Marketing Environment Analysis
2.1 Organisation Profiles: Tesla and BMW
Tesla Inc. was founded in 2003 and is widely recognised as the pioneer of mass market battery electric vehicles. It disrupted the traditional automobile industry by combining advanced software, battery technology, and direct to consumer sales models. BMW, on the other hand, is a long established German premium automaker that entered the EV market as a follower, launching its 'i' sub brand in 2013. While BMW had greater brand heritage and manufacturing capacity, Tesla had the advantage of being first to market with a compelling all electric offering aimed at mainstream consumers (Bohnsack, Pinkse and Kolk, 2014).
Both companies now compete in the premium EV segment, yet their market positions, resources, and strategic approaches differ considerably. These differences make them an insightful pair through which to examine how external macro forces shape competitive positioning.

2.2 Macro-Environmental Factor 1: Technological Advancement
Rapid advances in battery technology, artificial intelligence, autonomous driving systems, and connected vehicle platforms have fundamentally reshaped consumer expectations and the manner in which automotive manufacturers design and deliver vehicles (Teece, 2010). Within this evolving landscape, it is also necessary to consider the “path to corporate responsibility” articulated by Zadek (2004, cited in Bohnsack et al., 2020), which emphasises the growing strategic importance of sustainability. Increasingly, automobile manufacturers recognise that their long-term competitiveness depends on their ability to deliver environmentally sustainable mobility solutions (Bohnsack et al., 2020). For both Tesla and BMW, therefore, technological advancement represents a dual dynamic, generating significant opportunities while simultaneously intensifying competitive pressures.
For Tesla, technological innovation has constituted the primary source of competitive advantage. The firm has invested heavily in proprietary battery technology, most notably through its Gigafactory network, enabling it to reduce cost per kilowatt-hour at a faster rate than many competitors. BloombergNEF (2023) reports that lithium-ion battery pack costs declined by approximately 90% between 2010 and 2023, a trajectory that Tesla actively accelerated through vertical integration and production scale-up. In addition, Tesla’s over-the-air (OTA) software update capability allows continuous post-purchase enhancement of vehicle functionality without requiring dealership visits, a model largely unprecedented within traditional automotive manufacturing. This approach exemplifies what Chesbrough (2010) conceptualises as an open innovation loop, whereby real-time user data feeds directly back into product development. Consequently, Tesla not only strengthens customer lock-in and loyalty but also reinforces its premium, technology-led brand positioning.
For BMW, by contrast, technological advancement has produced a more ambivalent strategic position. As a fast follower rather than a first mover, BMW has been required to respond to capabilities already established by Tesla. Although models such as the i3 and the later iX incorporated advanced materials and digital features, the firm has faced criticism for the comparatively slow transition to dedicated battery electric vehicle (BEV) platforms relative to Tesla’s purpose-built EV architecture (Bohnsack, Pinkse and Kolk, 2014). Nevertheless, BMW retains important differentiated capabilities, particularly its established expertise in lightweight engineering, including the use of carbon fibre reinforced plastic (CFRP). The principal threat facing BMW relates to the accelerating pace of innovation across the sector. As Tesla and emerging Chinese manufacturers, notably BYD and NIO,  continue to compress development cycles and scale electric mobility technologies, BMW risks being strategically repositioned as technologically reactive despite its strong engineering heritage (KPMG, 2023).
2.3 Macro-Environmental Factor 2: Regulatory and Political Forces
Government policy has been a major influence in shaping the industry, especially by limiting the use of internal combustion engine (ICE) vehicles to speed up the adoption of electric vehicles (EVs). The European Union's announcement that it would ban the sale of new ICE vehicles by 2035 is one of the biggest regulatory changes the auto industry has seen in decades. The European Commission (2023) says that this change is meant to make transport policy fit better with larger goals for reducing carbon emissions. 
This regulatory path gives Tesla a structural edge. The company's business model of only making electric vehicles fits well with government emissions goals and the larger shift to sustainable energy. This puts it in a better position than older manufacturers. As a result, established car companies like BMW have sped up their plans to make their cars electric so that they can stay in line with new rules and stay competitive.
But the rules and regulations are becoming more challenged. The European Commission has had a lot of pressure from the sector, especially from German manufacturers, which has led to calls to make the original 2035 mandate less strict (Leggett, 2025). The European Automobile Manufacturers' Association (ACEA, 2024) says that there isn't enough demand for electric vehicles right now and that strict targets might lead to manufacturers having to pay billions of euros in fines. This made the European Commission change its position. 

In the UK, there is also a political realignment going on. The UK government said in September 2023 that it would push back its own ICE phase-out from 2030 to 2035 because of worries about the cost of living and the competitiveness of British businesses (GOV.UK, 2023).  Even though it was framed as a domestic business decision, BMW and other European incumbents have been putting a lot of pressure on policymakers, which has changed the overall policy environment and made regulations less strict in important countries over time. All of these factors show that even while the rules are very favourable for EV specialists like Tesla, ongoing political negotiations and resistance from the sector continue to affect the speed and predictability of the transition. Regulatory forces have, therefore, forced BMW into a faster strategic pivot than it might have otherwise chosen, creating short term operational complexity while potentially opening long term market opportunities in the growing EV segment.
The contrasting ways in which regulatory forces affect Tesla and BMW reflect a broader pattern for pioneers, supportive regulation can entrench competitive advantage, while for followers, the same regulation creates urgency to transform established business models.
3. Strategic Responses and Competitive Advantage
3.1 Tesla's Strategic Response
Michael Porter (1980) defines difference as the best way to understand Tesla's overall competitive strategy. Tesla has established its brand around technological innovation, sustainability credentials, and a unique direct-to-consumer retail approach, rather than just competing on price. Compared to other electric vehicles (EVs), the company's cars are always seen as aspirational items with better range, more advanced software, and a stronger brand name.

But as of early 2026, Tesla is competing in a market that is getting more and more complex. The company's core electric car sector is facing more competition and lower profit margins. At the same time, it is transferring its strategic focus to the software, energy, and robotics divisions, which have greater profit margins, in order to maintain its industry-leading profitability. Tesla's automotive gross margins have shrunk, but its overall financial health is being helped by other business units, especially its energy section, which has greater margins than the vehicle division (Liu, Boothman and Graham, 2025)

Graham and Brungard's (2022) research underscores the significance of aligning customer preferences for the extensive adoption of plug-in electric vehicles (PEVs). Early adopters are usually wealthy and care about the environment, while most middle-class buyers care more about how affordable and useful a product is. These insights all point to the strategic struggle Tesla confronts between keeping its premium distinctiveness and making its products more accessible to the general public.

Igor Ansoff's Growth Matrix (1957) shows that Tesla's strategic position is that it is trying to grow in many different ways at the same time. Tesla has been lowering the prices of its existing models, especially the Model 3 and Model Y, to get more people to buy them. This has helped the company gain market share in the mass-market EV category in the US, Europe, and China. Simultaneously, the corporation has engaged in product development by introducing new platforms such as the Cybertruck and the Semi, targeting areas previously outside its main industry. However, it cannot be driven legally on public roads because it does not meet European safety requirements, which restricts its sale (you, 2023).

Tesla has also diversified its business by creating an energy ecosystem that includes the Powerwall residential battery and Megapack, which stores energy on a vast scale. These products open up new markets for Tesla, such energy infrastructure, which means the company doesn't have to rely on just one source of income (Teece, 2010). This broad strategy shows how Tesla uses its technological skills in related areas to keep growing as the EV industry matures.

When looked at along with the macro-environmental factors discussed in Task 1, Tesla's strategic choices show that the company is trying to take advantage of favourable regulatory conditions while still being the leader in technology. Continued investment in battery innovation and worldwide manufacturing scale strengthens structural obstacles to imitation that support long-term competitive advantage (Porter, 1980).


3.2 BMW's Strategic Response
BMW's strategic situation is more complicated than Tesla's because it is moving from a very successful ICE company to an EV-first future while still trying to keep its market share in both sectors. Using Porter's Generic Strategies as a guide, BMW is still following a differentiation strategy based on its long history as a luxury brand, high-quality engineering, and the driving experience that have distinguished the company for more than a century. But (Oxford College of Marketing (2023) point out, existing differentiators are at danger because new competitors might make old differentiating traits less valuable as customer preferences change. This is exactly the problem that BMW is dealing with as software and connection become more and more important in how people judge the quality of cars. 
When you use Ansoff's Growth Matrix to look at BMW's strategy response, it shows that they put a lot of attention on developing new products. The "Neue Klasse" platform is a specialised next-generation EV architecture that BMW is investing in. This is the biggest product development project the company has done recently. BMW Group said that the Neue Klasse platform will support a new generation of cars starting in 2025. These cars will have far better range, charging speed, and digital features. This is a direct response to the threat that Tesla's purpose-built electric vehicle design poses to BMW's business. It shows that BMW wants to close the technology gap with the market leader.
BMW has also worked to grow its business by selling more electric vehicles, especially China, which is the biggest market for electric vehicles in the world (IEA, 2025). In 2022, BMW sold more than 400,000 electric cars in China. This shows how important this market is to the company's expansion plans (BMW Group, 2023). In China, BMW has to compete with not only Tesla but also local companies like BYD and NIO, who have cheaper costs and a better understanding of the local market (KPMG, 2023). To respond, BMW has localised its operations by teaming up with Chinese manufacturers and changing the features of its products to better meet the needs of Chinese consumers. This is a type of market development that combines regional growth with product adaption. 

BMW has not yet made any major moves into related areas like energy storage or renewable energy, unlike Tesla. This shows that BMW's present shift to electric vehicles is expensive and that the company has decided to stay focused on its core automotive skills. Oxford College of Marketing (2023) says that diversification is the most risky of all the Ansoff quadrant strategies. For BMW, it may be better to stay focused on making great cars while managing the switch from ICE to EV in the short to medium term.
3.3 Comparative Assessment
Comparing the two organisations, it is evident that Tesla's pioneering position has afforded it greater strategic freedom and flexibility. By establishing technological standards early, Tesla has shaped the competitive landscape in ways that force followers like BMW to respond rather than lead. This dynamic is consistent with the literature on first mover advantages, which suggests that pioneers can build durable competitive advantages through learning effects, customer loyalty, and intellectual property accumulation (Lieberman and Montgomery, 1988).
However, Tesla's position is not without vulnerabilities. As the EV market matures and regulation continues to favour electrification globally, more established automakers with large manufacturing bases and strong brand loyalty including BMW are likely to capture a growing share of EV demand. BMW's ability to leverage its existing customer relationships, dealer networks, and engineering reputation gives it advantages in segments where brand heritage matters. Equally, BMW's scale enables it to amortise the cost of EV platform development across a larger volume of vehicles, potentially allowing it to reduce prices and improve margins over time.
Both companies demonstrate that there is no single formula for success in a rapidly transforming industry. Tesla has succeeded by moving fast and accepting higher risk, while BMW has chosen a more measured transition that seeks to preserve existing profit pools while building new EV capabilities. The macro environmental forces technology and regulation have accelerated this transformation for both, but they experience these forces differently based on their heritage, resources, and market positions.


4. Conclusion
This essay has examined how two macro environmental forces technological advancement and regulatory/political factors have created opportunities and threats for Tesla and BMW in the EV industry. Tesla, as the pioneer, has benefited significantly from both forces, using technology leadership and regulatory tailwinds to build a strong competitive position. BMW, as the follower, has faced greater pressure to transform its business model but is responding with significant investment in new EV platforms and geographic market expansion.
Porter's Generic Strategies and Ansoff's Growth Matrix show that both organisations differentiate, but their growth paths differ. Tesla focuses on market penetration, product development, and diversification, while BMW focuses on product and market development during its ICE to EV transition. Both approaches are sensible answers to each company's external environment. 
As BYD overcame Tesla, the EV market may become more competitive (Chia and Kaye, 2026). Global laws and fast evolving technology are pushing all manufacturers toward electrification. Success comes from balancing innovation with operational discipline, a challenge Tesla and BMW are navigating in distinct but instructive ways.
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