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1. Introduction 
This report discusses how strategic marketing management can be applied in analysing the effect of external macro environmental factors on organisational competitiveness with a particular example of electric vehicle (EV) industry. Report aims to critically analyse how macro marketing environment presents opportunities and threats to a pioneer organisation, Tesla, and a follower organisation, BYD, and how the organisations react strategically to remain competitive and grow market.
The global EV market is defined by the swift technological advancement, high involvement of the government and the enhancement of the competition between the established and newer participants. Increasing environmental awareness, pressure to cut carbon emissions, and the development of better batteries are contributing to the growth of the market. The industry is very innovation driven strategically and the firms operate on differentiation, cost efficiency and scaling. Tesla is known well as a leader in the market, being a leader in the innovation realm, but BYD has become a strong follower using its cost leadership and large-scale production capabilities.
The macro marketing environment is vital to strategic decision making because external forces like change in technology and economic conditions greatly influence market opportunities, threats and long-term positioning. The tools like PESTLE allow organisations to evaluate these forces systematically and adapt them.
The report is divided into two main tasks. Task 1 critically examines two main macro environment factors and how they have affected Tesla and BYD. Task 2 compares strategic responses of the two organisations to the corresponding strategic frameworks to evaluate their competitiveness sustainability.
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PESTLE Framework as Analysing Tool
The PESTEL model offers the systematised analysis of macro environmental forces that influence industry dynamics, such as political, economic, social, technological, legal, and environmental forces. It allows a firm to predict complexly external opportunities and threats out of their control that are vital in strategic marketing decision making (Pérez-Belis, et al., 2022). 
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Figure: PESTLE Framework (Priporas et al., 2020)
These frameworks are anticipated to exhibit critical awareness of dynamic external conditions as opposed to description. PESTLE is especially applicable in the electric vehicle sector as it is heavily regulated and technologically disrupted.
Justification for Selected Macro Factors
This report centres on the political and technological factors because they have disproportional influence on Tesla as an innovator and BYD as a follower. Government incentives, carbon regulations, and trade policies are directly involved in the rates of EV adoption and accessibility to the market. Competitive advantage is determined by technological innovation of battery, software and production efficiency (Debnath et al., 2021). These are chosen as they not only perpetuate market growth but also generate asymmetric benefits between first movers and fast followers.
Strategic Significance in the Industry
In the context of Tesla, technological leadership has the effect of enhancing its differentiation strategy and political incentives have the effect of hastening early market penetration. On the other hand, BYD utilises politically supported by state aid and gradual technological scale to build speedily. Importantly, pioneers enjoy innovation driven advantage, but followers may gain economies of regulation alignment and cost, making it look like macro forces do not equally favour all firms but dynamically re-position competitively (EV Magazine, 2024).
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Political elements present a dual edged dynamic to Tesla, which allows it to dominate the market as early as possibly but binds its competitive stance increasingly. Government subsidies, tax incentives and emission regulations, on the opportunity side, have been used historically to rapidly scale EV adoption, bringing the Tesla company to first mover advantage. An example is the sale of more than 14 million EVs globally in 2023 most of which were promoted by policies in the US, Europe, and China (IEA, 2024). Such regulating pressure has strengthened the differentiation approach of Tesla by innovating and having premium positioning (Shivasharana et al., 2023).
This political environment however has grown to be a structural threat. Growing trade tensions and localisation policies especially in China and the EU have diminished Tesla relative advantage and raised compliance costs. Furthermore, subsidies are also coming more towards domestic producers, weakening the pricing power of Tesla. According to Foley and Lardner LLP (2024), global deployment of EVs still faces problems due to gaps in regulatory fragmentation and gaps in infrastructures. Most importantly, although Tesla has enjoyed the policy catalysed market creation in the early stages, geopolitical risk and decreasing marginal returns are currently manifested due to regulatory framework maturation and undermine its long-term competitive advantage.
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In the case of BYD, political factors have acted as a strategic facilitator rather than a restriction, albeit with its own set of risks. BYD has enjoyed rapid scale and cost leadership due to strong state support in China, such as subsidies, favourable industrial policies and supply chain integration. This is demonstrated by its worldwide performance with BYD outselling Tesla in EV sales, selling more than 3 million vehicles in 2025 to Tesla which is lower (CNN Business, 2026). This metric policy congruence has enabled BYD to leverage the late mover characteristics of uniting government support and effective production infrastructures (Automotive Manufacturing Solutions, 2025).
However, this reliance on political backing has its own points of weakness. With global markets growing protectionist, western markets have continued to present more challenges to BYD by imposing tariffs and regulations in its operations. Also, it might be constrained by its exclusivity to local policy in environments that are less favourable. According to ABI Research (2024), global expansion is asymmetrical, even though BYD growth is policy driven. More crucially, political embeddedness improves the short-term market stance of BYD but can limit long term strategic flexibility, which implies the success rate of followers is contingent as opposed to being architecturally determined.
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Technological factors continue to be key to Tesla's competitive positioning, presenting both sustaining opportunity and emerging strategic threats (IEA, 2023). As a pioneer, Tesla has used advanced battery innovation, software integration and autonomous driving capabilities to create differentiation and brand dominance. Its early investment in gigafactories and proprietary battery technologies helped to reduce costs and scale-up the technology, strengthening its leadership position in high performance EV segments (Shivasharana et al., 2023). 
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Figure: Technological impact on Tesla (EV Magazine, 2024)
Furthermore, ongoing innovation has aided in premium pricing and generous margins as compared to conventional car makers. However, this technological advantage is increasingly challenged. Industry data suggests that technological convergence is accelerating, with competitors rapidly closing the innovation gap. For example, technologies such as Blade Battery developed by BYD along with vertical integrated production have led to a drastic cost reduction and enhanced safety, exerting severe competitive pressure (Automotive Manufacturing Solutions, 2025). Additionally, Tesla's constant reliance on innovation leads to high R&D costs and operational risk, especially as technological advances are less unique. ABI Research (2024) states that AI innovation advantage is no longer unique, with the imitators replicating and scaling up similar technologies. Critically, although technology initially supported Tesla's dominance, the spread of technology throughout the industry is destroying differentiation, which challenges the sustainable nature of its competitive advantage.
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For BYD, the technological factors are a strategic opportunity based on adaptation and cost efficiency as opposed to radical innovation. Unlike Tesla, BYD has been more central in perfecting existing technologies through vertical integration, especially in battery production and semiconductor control, so that it can lower costs and enhance supply chain resiliency. This approach has helped it grow quickly, as BYD outpaced Tesla in sales of electric vehicles (EV) in the first three quarters of 2024 and continues to surge since then (CNN Business, 2026). Moreover, its Blade Battery technology has improved its safety and cost aspects, placing BYD in a favourable competitive position in the mass market segments.This strategy, however, has its limitations as well. BYD's technological model, while efficient, is not linked to breakthrough innovation to the extent that its brand may be in the premium markets. Additionally, focus on incremental innovation carries the risk that disruptive technologies will emerge that the firm has not pioneered. International Banker (2025) notes that while BYD's scale driven model allows for fast growth, it might enter a problem of maintaining differentiation in technologically saturated markets. Critically, BYD's technological adaptability is helping it reinforce its current position in the market, but its longer-term competitiveness is tied to balancing between efficiency and innovation leadership.
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Critical Evaluation of Strategic Response to External Challenges and Opportunities
Tesla is responding to structural tension by adapting to external threats like increasing competition, changing regulations, and technological convergence. Tesla has taken the initiative to react to slow demand growth and increased competition through global price cuts and increased production volumes (Panmore Institute, 2024). As an example, in 2023-2025, several price reductions were to continue sales volumes due to growing competition with BYD and other EV producers (CNN Business, 2026). This is a show of strategic responsiveness to saturation and price pressure in the market as captured in the EV industry (IEA, 2024).
Nevertheless, this reaction also indicates some hidden weaknesses. The price cuts have shrunk margins and undermined Tesla premium standing, indicating reactive, rather than proactive strategy. Moreover, the innovation advantage of Tesla is getting diluted as more companies replicate core technologies (ABI Research, 2024). More importantly, Tesla evidence dynamism in its reaction to external forces but reactions are such that Tesla is progressing market-shaping pioneer to market-defending incumbent burdening long term strategic sustainability.
Application of Porter’s Generic Strategies
The strategic positioning of Tesla shows a combination of hybrid Porters Generic Strategies due to the necessity to specify the innovation leadership with rising cost pressures and a tightening EV market apparent in a fast-changing environment (Fedotov, 2022).
Cost Leadership: To remain in demand and protect market share, Tesla has recently introduced the aspects of cost leadership by reducing prices worldwide (CNN Business, 2026). Although this improves accessibility and sales volume, Tesla does not have structural cost efficiencies as competitors such as BYD. More importantly, this strategy condenses margins without developing a sustainable cost leadership.
Differentiation: The core strategy of Tesla is still differentiation, which relies on software development, autonomous driving, and high brand equity. Its ability to provide premium prices and customer retention is made possible (Shivasharana et al., 2023). Nevertheless, technological imitation is becoming more frequent, negatively affecting its distinctness and reducing long-term differentiation benefits (Kotler et al., 2020).
Cost Focus: Cost focus is not a primary goal in Tesla, however, its diversification into mid-range vehicles indicates a partial shift to wider affordability. This puts Tesla in head-on rivalry with cost effective companies, in which it has little leverage (ABI Research, 2024).
Differentiation Focus: Tesla has a differentiation focus, consisting of their ecosystem and premium targeting. However, the move to mass markets is a threat to this positioning, as it reflects the conflict in its hybrid strategy.
Industry Examples Supporting Strategic Response
The strategic behaviour of Tesla can be seen in the operational and market choices. As an illustration, the recent growth of Gigafactories in Berlin and Texas can be seen as its effort to scale and cut costs without sacrificing technological advantage. Also, Tesla Supercharger network offers ecosystem-based differentiation through increased customer convenience and brand lock in.
Nevertheless, practise in the industry indicates that these strategies are becoming more controversial. The cost focused strategies have proven to be effective with BYD surpassing Tesla in terms of EV sales quarterly in 2024, due to its vertically integrated production and Blade Battery innovation (EV Magazine, 2024).
Most importantly, although Tesla strategic answers are still innovative and influential, the industry changes show that its competitive advantage is dwindling as the followers manage to integrate cost leadership with technological adaptation (Whittington et al., 2023).
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Critical Assessment of BYD’s Strategic Adaptation for Sustaining Competitiveness
BYD is flexible in its approach to remain competitive by maintaining cost led and scale-based strategy that allows it to quickly adapt to fluctuations in market conditions. The combination of its affordability that is aided by vertical integration of battery manufacture and supply chain management enable BYD to continue driving pricing advantages in scaling the company (Mastoi et al, 2022). This has seen the company outshine Tesla in the global electric car sales, with a high degree of compatibility with the growing popularity of affordable electric vehicles (CNN Business, 2026). Market goal and value creation play a key role in remaining competitive.
But there are limitations of this adaptation. The dependence of BYD on low prices and domestic policy should also limit its competitiveness in the high-end markets and the international brand equity. As pointed out by ABI Research (2024), its growth is more efficiency-driven than innovation-driven. Importantly, although BYD is highly adaptive in its ability to capitalise on the existing market conditions, its long-term competitiveness relies on intensification of differentiation to stop overreliance on price-based competition.
Application of Porter’s Generic Strategies
The competitive strategy of BYD can be critically comprehended in terms of Porters Generic Strategies, with the prevailing cost leadership and selective and chosen differentiation strategies (Islami et al., 2020).
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Figure: Porter’s Generic Strategies (Islami et al., 2020)
Cost Leadership:
Cost leadership is highly present in BYD since it manufactures affordable EVs in large quantities. Battery manufacturing and supply chains give it a large portion of control, which results in the ability to lower costs and provide competitive prices, but not eliminate profitability (BYD vs Tesla, 2024). This gives it a sharp competitive edge in price sensitive markets.
Differentiation: BYD lacks significant differentiation, being mostly driven by incremental innovation like the Blade Battery that enhances safety and efficiency. Nonetheless, these technologies are not enough to build a good brand differentiation against Tesla (Automotive Manufacturing Solutions, 2025).
Cost Focus: BYD employs cost focus as well since it focuses on price sensitive segments, most specifically in China and emerging markets. This makes it difficult to get into the market quickly and limit its competitiveness in the high-end market (ABI Research, 2024).
Differentiation Focus: BYD is weakly involved in differentiation focus, being not a strong player in niche premium segments. This restricts its capacity on generating strong brand loyalty other than cost benefit.
Industry Examples Supporting Strategic Response
The power of BYD strategy is reflected on the performance in the market. As an illustration, its capacity to exceed Tesla in EV sales in the quarter of 2024 is an indicator of the success of its cost leadership strategy (EV Magazine, 2024). Moreover, it has a vertically integrated model production that contributes to scalability and pricing power.
But the global expansion brings challenges. The competitiveness in the Western market is constrained by regulatory obstacles and the low strength of brand perception (International Banker, 2025). Most importantly, although BYD is currently heavily relying on their strategy to achieve high growth rates due to its focus on cost leadership, its long-term competitive stance relies in creating even greater differentiation coupled with efficiency.
[bookmark: _Toc225205316]4. Conclusion 
This report has critically discussed the role of macro environmental factors in determining the competition between Tesla company as a pioneer and BYD as a follower in the EV industry. The analysis indicated the political and technological as major drivers that play a role in creating opportunity as well as in exerting competitive pressure. To create differentiation, Tesla first counted on the leverage of regulatory support and technological innovativeness, but the changing policies and diffusion of technology has diluted its sustainable capability. On the contrary, BYD took advantage of the state subsidies and cost-effective technological adjustment to realise large scale and a market leadership. In strategic terms, the hybrid strategy at Tesla is an indication of a shift of differentiation to cost responsiveness, whereas at BYD, the strategy is highly rooted in the cost leadership approach with low differentiation. Evidence in the industry shows that followers could effectively oppose pioneers by matching it with market affordability and performance efficiency. The report highlight the importance of the environmental scanning to predict the external changes and make strategic decisions. Companies that constantly adjust marketing strategies based on macro environmental changes are more likely to remain competitive. Competitive advantage in dynamic industries like EVs is dynamic and changes along with the capacity of the firm to balance innovation, cost efficiency, and responsiveness to external forces.
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Political
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