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[bookmark: _Toc229647783]Introduction 
This report aims to evaluate the impact of macro-environmental factors on some of the leading automakers in the automotive industry. The macro-marketing environment and factors influence management’s strategic decision-making particularly within the automotive industry. They shape creativity, innovation, market competitiveness and consume demands. Evaluating the macro marketing environment of the industry will help to recognize the opportunities and threats and improve innovation capabilities, including sustained competitive advantage (Kotler and Keller, 2016). 
In this report, Tesla is analysed as the pioneering organization of electric vehicle, while Toyota is analysed as the follower organization in electric vehicles (EVs) segment within the automotive industry. Both the environmental and technological factors are analysed using suitable macro environmental tools assessing their competitive position including how they create both opportunities and threats within the industry. In the second part, this report demonstrates how the two organisations responded strategically to the constantly changing macro marketing environment, how they seek to improve and sustain their competitive advantage. 
[bookmark: _Toc229647784]A brief overview of the Companies 
Tesla Inc. (Tesla)
Tesla has emerged as the pioneering organisation in the EVs market given its early focus and investment on self-driving vehicles, battery-electric vehicles. And integrated system technology. Tesla innovation was disruptive, causing consumer paradigm shift from low-performance alternative perceptions to technologically advanced products and premium alternative to the existing low performance and environmentally unsustainable options (Lüdeke‐Freund, Carroux and Joyce, 2019). 
Toyota Inc. (Toyota)
On the other hand, Toyota is a follower organisation to Tesla in battery-electric vehicle sector of the industry. According to Wells and Nieuwenhuis (2021), while Toyota pioneered the hybrid vehicle technology through introducing the Prius, the company was cautious towards investing in full electric vehicles. However, it was forced into investing in battery-electric vehicle technologies, with Tesla already taking the pioneering role. 
[bookmark: _Toc229647785]Task 1 
[bookmark: _Toc229647786]Macro-Marketing Environmental Analysis
The PESTLE analysis framework is adopted to analyse the macro-environmental factors impacting the organisational strategy particularly the technological, environmental and legal factors which have increasingly influenced strategic decision-making within the industry (Johnson et al., 2020). This study focuses more on the technological, environmental and legal factors impacting these companies as the world moves towards sustainable transportation. 
[bookmark: _Toc229647787]Technological factors 
This is one of the critical factors influencing the EVs sector and the industry players such as Tesla and Toyota. They include, artificial intelligence, digital manufacturing, battery technology, autonomous driving technologies, integrating intelligent connectivity, modular production, and costs reductions (Baines, Fill and Rosengren, 2019). These factors have impacted both pioneering and following companies in terms of competitive rivalry, expectations of the consumers and strategic decision-making. 
For Tesla, technological factors and technological advances create substantial opportunities for the company to differentiate its products and services from the followers or other traditional automakers. According to Stringham, Miller and Clark (2019), Tesla has currently integrated AI, excellent battery innovation and software engineering technologies into its business model, which have been used to achieve market leadership, effective product differentiation and sustained competitive advantage. 
Opportunities for Tesla
Technological advances in lithium-ion battery technology have been leveraged by Tesla to create and benefit advanced charging and superior driving range by the vehicles compared to its rivals, which has strengthened the brand positioning in the EVs sector (Ives, 2020). The Tesla’s over-the-air software updates did not just built new innovation capabilities and differentiation but also improve the customer experience, delivering competitive advantage in customer services. Unlike the traditional model, Tesla’s direct-to-consumer sales model is supported by advanced technology and it has significantly disrupted the existing customer relationship management within the automotive industry. It has also disrupted the traditional dealership model, enabling the company to actively control and manage customer engagement, pricing, branding and customer services in a more effective manner when compared with rivals (Dyer, Godfrey and Jensen, 2020).
Threats
Despite the numerous benefits of the advanced technological factors in EVs industry, Tesla face threats such as increased competitive pressure, difficulty maintaining its superiority in the EVs sector. According to Dyer et al (2020), rapid technological advances have increased competitive pressure among the leading players in the EVs automakers with strong investment in research and development to maintain superiority and differentiate their offerings to the consumers. Secondly, Tesla’s EVs’ advanced software systems have been exposed to strategic threats of cyber security and more stringent regulatory scrutiny particularly for the self-driving vehicles. This amount to higher risk of brand reputational damage in case of technological malfunctioning.
For Toyota, the technological factors affecting the EVs such as battery technology, autonomous driving technologies, connectivity etc initially posed threats to the company owing to its focus on hybrid vehicles unlike full EVs. At the beginning, Toyota’s competitive position in the full EVs was also limited by Tesla’s disruptive fully EVs gaining global EV adoption and leadership within the segment (Wells and Nieuwenhuis, 2021).
Opportunities: 
As a follower, Toyota promptly responded in spite of the challenges by increasing investment in solid-state battery technology in its EVs which potentially have better vehicle range, charging speed and durability (Johnson et al., 2020). Also, Toyota has explored opportunities in the rapid technological advances by leveraging its extensive operational capabilities, strong reputation for production efficiency and reliability to compete and expand its EV production on a global scale. It continues to gain competitive advantage for its positive brand image and reliability in other segments of the automotive sectors. 
Threats
Toyota’s innovation process to adapt to the constant technological advances in the EVs can be described as rather slow when compared to Tesla – the pioneering organisation. Evidence suggests that traditional automotive companies usually find it hard to adapt quickly to disruptive technological transformation because of the existing investments, legacy systems, and their existing strategic cultures (Kotler and Keller, 2019). Hence, Tesla has continued to sustain market leadership, stronger competitive advantage, market share and market positioning. 
[bookmark: _Toc229647788]Environmental and Legal Factors
The increasing global concerns on carbon emissions, increasing environmental regulations, new emission standards by the government and carbon emission standards are critical issues driving the organisations’ strategic decision-making. According to Baines, Fill and Rosengren (2019), all government globally have introduced stricter environmental regulations to manage environmental degradations, climate change issues and reduce pollutions by setting new carbon emissions standards and targets. These factors have impacted both Tesla and Toyota in diverse ways as following.



Effect on Tesla
Opportunities 
On Tesla, the company’s business model aligns with sustainability goals creating substantial opportunities and empowering its strategic competitive positioning (Lüdeke‐Freund, Carroux and Joyce, 2019). For instance, government supportive policies such as the tax credits, charging infrastructure and subsidies for EVs have greatly benefitted Tesla profitability especially in markets such as Europe, China, and the US, supporting rapid adoption of the EVs (Dyer et al, 2020). The increasing environmental awareness regarding carbon emissions have significantly improved Tesla’s reputation as a sustainable organisation which strengthened investor confidence and customer loyalty. This is more applicable to environmentally conscious consumers (Lüdeke‐Freund, Carroux and Joyce, 2019).
Threats
Environmental and legal factors have also posed threats to Tesla in diverse aspects. Tesla was critiqued for its approach to lithium extraction and battery production thereby raising concerns regarding its ethical sourcing practices and sustainable disposal or recycling of battery (Johnson et al., 2020). Also, new government regulations on consumer safety, autonomous driving, sustainable battery recycling or disposal and labour practices may lead to operational complexities and difficulty in compliance to numerous rapidly changing international regulations. This also increased costs (Johnson et al., 2020).


Effect on Toyota
Opportunities 
While the environmental and legal factors have had their fair share of challenges on its operations, Toyota have leveraged its strong global operations and financial position to ensure compliance with environmental regulation and scale EV production. According to Kotler and Keller (2019), Toyota has invested in alternative fuel technology as well as sustainable manufacturing to drive and support future market competitive advantage. Toyota also has opportunities in diversified product portfolio thereby supporting agility and resilient technological transition 
Threats 
Initially, Toyota enjoyed strong market leadership in hybrid technology, being positioned as an environmentally responsible automaker via its Toyota Prius, thereby having strategic competitive advantage through the environmental regulations before the rapid transition into battery-electric vehicles (Wells and Nieuwenhuis, 2021). With the government giving strong focus to full electric vehicles over hybrid technology, Toyota have faced strategic pressures based on its slower transition from hybrid to full battery-electric vehicles as a follower (Wells and Nieuwenhuis, 2021). 


[bookmark: _Toc229647789]Porter’s 5 forces – Competition in the automobile industry
	Porters 5 forces 
	Explanations

	Threat of entrants – Moderate
	The factors contributing these threats are complex regulatory standards, technological complexity, and high capital requirements serving as barriers for new entrants (Johnson et al., 2020).

	Bargaining Power of Buyers – Moderate
	Buyers can compare pricing, battery range, features and sustainability performance of the EV brands (Kotler and Keller, 2019). However, while Tesla I premium brand with low bargaining power, Toyota seeks affordability, quality and reliability with consumers having high bargaining power. 

	Bargaining Power of Suppliers – High 
	There is limited global availability of cobalt, lithium, rare earth and other sustainable materials needed for producing EVs. For Tesla, this is moderate through investing in battery production and vertical integration. However, Toyota relies on global supplier networks making the threat strong (Baines, Fill and Rosengren, 2019).

	Threat of Substitutes – Moderate 
	There are several other alternative transport system including micromobility, ride-sharing, public transport etc. Future environmental policies may further encourage this urban transport system in a more sustainable manner.

	Competitive rivalry – Very High 
	Rapidly increasing EV adoption and increased global demands have intensified rivalry amongst the global EV manufacturers. With Tesla enjoying the pioneering advantage, other followers like Toyota have also intensified investment and rivalry in R&D, brand recognition, distribution networks, etc (Dyer et al., 2020).



[bookmark: _Toc229647790]Comparison of how these external forces influence each company’s competitive position
As a pioneering organisation, Tesla’s strategy have consistently created competitive advantage. Its pioneering strategy involves technological differentiation, innovation leadership in EV industry and sustainability positioning. In addition, Tesla employed proactive strategic approaches to environmental and technological transformation, helping to improve its competitive positioning within the sector (Stringham et al, 2019).
On other hand, Toyota uses followers positioning approach in the battery-electric vehicle market. This undermined its competitive positioning at the beginning. However, Toyota has leveraged its brand capabilities and resources to build new innovation capabilities in full EVs. Its current strategic competitive advantages include manufacturing scale, operational efficiency and financial resources. Toyota also boasts strong global brand reputation in the automotive industry which is being leveraged to drive competitive advantage in the global EV market (Wells and Nieuwenhuis, 2021).
In terms of their competitive strategy, Tesla gains competitive advantage through brand differentiation, sustainability positioning and excellent innovation capabilities. It also benefits from first-mover advantages. Conversely, Toyota gains competitive advantage through global market penetration capabilities and operational excellence. Also, Toyota as a follower organisation with strong adaptive capabilities and strong strategic resources is well positioned to seek strategic transformation and gain sustained competitive advantage in the future (Dyer et al, 2020). 
[bookmark: _Toc229647791]Task 2 
[bookmark: _Toc229647792]The strategic Responses of the Organisations to the identified macro-environmental factors
This section evaluates the strategic responses of both the pioneering and follower organisations based on the diverse technological, environmental and legal factors identified in task 1. 
[bookmark: _Toc229647793]Tesla vs Toyota Technological strategic responses
Aggressive innovation-driven strategy – in response to the technological disruption and advancement, Tesla implemented an aggressive innovation-driven strategy. It implemented artificial intelligence integration and battery innovation to gain competitive advantage. It also improve innovation capabilities in digital connectivity helping to differentiate its products and services within the sector (Liu and Meng, 2023). This strategic response supports the Porter’s differentiation strategy which has to do with creating premium and unique products and services through superior innovation (Porter, 1985).
Tesla’s Gigafactory operations expansion – This strategic response was aimed at strengthening product differentiation strategy, enabling the pioneering company to reduce its supplier dependency, improve efficiency of battery production and costs reduction across its EVs valuechain (Dyer et al., 2020). This evidenced Tesla’s strong investment in vertical integration and proprietary technology to differentiate its brand from the followers’. 


Ansoff’s Growth Matrix
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Fig. 1: The Ansoff Matrix (Ansoff, 1960)
Based on the Ansoff matrix, Tesla captures growth potentials mainly through the product development strategy. According to Bocken and Geradts (2020), Tesla has launched technologically advanced and disruptive products in recent times, such as the Cybertruck, Full Self-Driving (FSD) systems, energy storage solutions, fast-charging solutions which are evidence of its product development strategy. These innovations did not just differentiate its products from others but also strengthened its customer value proposition for sustainability, safety and luxury. 
On other hand, as a follower, Toyota response to the technological transformation is different from Tesla. Toyota adopted a risk-controlled and adaptive technological approach, as it initially focused on fuel efficiency and hybrid technology other than rapid full battery-electric vehicles (Rothaermel, 2021). Unlike Tesla, this Toyota strategy is focused on cost leadership and niche differentiation of the Porter’s generic strategic model (Porter, 1985). 
Toyota Production System (TPS): the TPS is also leveraged by Toyota to support the industry transformation and incremental innovation. This also helps to lower its operational risks and competitive advantage through mass market, global market penetration (Meyer, 2022). 
Lean manufacturing, and operational efficiency: Toyota sustained profitability in EVs sector through operational efficiency and incremental innovation via lean manufacturing. Additionally, as the macro-environmental factors increased, Toyota also re-strategised within the EV sector, improving its investment in solid-state battery technology and battery-electric vehicle production. Its response also include building new innovation capabilities in carbon neural technology and electrification solutions 
[bookmark: _Toc229647794]Tesla vs Toyota environmental/Legal strategic responses
In response to the changing legal and environmental factors, Tesla positioned itself as a sustainable energy organisation, strengthening its brand reputation and competitive advantage through differentiated products and services particularly for the environmentally-conscious consumers (Bocken and Geradts, 2020). 
Based on the Porter’s Generic Strategies, Tesla’s response aligns with the differentiation strategy, focusing on environmentally-sustainable products which has become the bedrock of the brand identity. Tesla’s sustainability branding influenced emotional attachment with consumers, attracting environmentally-inclined investors and consumers, benefitting premium prices and positioned as alternatives to the traditional combustible engine vehicles (Chernev, 2020).
Using the Ansoff Matrix, Tesla responded to the legal and environmental factors through market development strategy. Using market development strategy, Tesla has responded to the technological changes through expansion into new markets. According to Liu and Meng (2023), Tesla has gained market growth through rapid market expansion into new markets like Europe, and China, and other countries characterised by strong sustainability awareness and EV policies. It has also supported its localised products facilities with international charging infrastructures which was one of the barriers to adoption of EVs. This has in turns enhanced its global market penetration. Nevertheless, Tesla continued to face increasing legal and environmental threats relating to data privacy, sustainability reporting, labour practices, lithium extraction, vehicle safety and battery disposal (Grant, 2022). This implies that it needs to continue to build new innovation capabilities for sustained competitive advantage and market leadership.
Toyota responded to environmental and legal pressures using different approaches to Tesla. For the Porter’s generic strategy, Toyota’s strategy aligns with niche market environmental differentiation and broad market cost leadership strategy in EV sector, helping to ensure affordability and reliability (Meyer, 2022). For instance, Toyota focused on environmentally-friendly EVs that are suitable for mass-market, ensuring affordability and quality (Armstrong et al., 2020). 
Using the Ansoff’s Growth Matrix, these Toyota strategic response to the technological changes can be likened to both product development and diversification strategies. Toyota product development is evident in the production and commercialisation of the bZ series which are its EV models. This product expansion strategy lead to the development of those EV models. Toyota also diversified into hydrogen fuel-cell technologies and other mobility solutions; it leveraged on strategic partnerships unlike Tesla which utilised vertically integrated approach (Grant, 2022). 
[bookmark: _Toc229647795]Conclusion
On the whole, while Toyota utilised alliance-based innovation strategies to reduce costs and mitigate rapid technological and environmental changes, Tesla utilised vertically integrated approach, reducing dependence on suppliers and sustaining its market differentiation strategy. While Toyota continues to maintain financial resilience, large scale manufacturing capability and strategic alliances, its cautious approach is relatively weakening its market leadership in the EV segment. Tesla’s stronger sustainability branding continued to sustain its market leadership, stronger competitive advantage, market share and market positioning. 
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