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[bookmark: _Toc225468200]1. INTRODUCTION 
The analysis of the marketing environment is an important pillar to strategic decisions that organisations can employ to determine the external opportunities and threats that influence the competitive positioning and long-term performance. Instead of being a purely descriptive tool, it offers a frameworked prism that firms view the complex and dynamic external forces of technological disruption, regulatory change, and shifting consumer expectations through (Kotler et al., 2020). The industry of electric vehicles (EVs) across the world offers a rather specific scenario to focus on these dynamics as it is marked by an extremely high pace of technological advancement, heavy regulation, and increasing pressure of society to sustainability. The policies of decarbonisation, developed by governments, and the development of the battery technology and the shift of consumers towards green mobility increased the market growth and competition (IEA, 2023).
These macro-environmental forces, however, do not have homogenous impacts on firms, but rather generate differentiation opportunities and constraints based on the organisational capabilities and strategic orientation. Such imbalance is witnessed in the difference in positions of Tesla and BYD in the EV market (Arowolo et al., 2024). Tesla being an innovative organisation has developed a high differentiation advantage due to constant innovations, brand equity and technology leadership. On the contrary, BYD, being a follower, has implemented a more cost-efficient strategy, scale, and the ability to use favourable domestic policy settings to experience rapid market growth (Lazonick and Li, 2022). Strategic positioning defines outcomes and macro forces do not have an equal impact on firms.
In this respect, this report seeks to critically examine how the macro-environmental factors of choice influence Tesla and BYD and assess their strategic reactions relying on the proven models, such as PESTLE analysis, the generic strategies developed by Porter, and the Ansoff matrix. The report will be laid out in such a way that it initially evaluates the impacts of the environment and then evaluates the way each of the firms is adjusting itself strategically in order to maintain competitive advantage (Han et al., 2023).
[bookmark: _Toc225468201]2. INDUSTRY & COMPANY OVERVIEW 
[bookmark: _Toc225468202]2.1 Electric Vehicle (EV) Industry Overview 
The electric vehicle (EV) market has been growing faster over the last ten years due to the structural change towards decarbonisation, the growing price of fossil fuels, and the pressure of rising regulatory requirements to minimise emissions in the global market. The sale of EVs in the world market has been growing rapidly; it is indicative of the demand that is promoted by the policies and the rise in the dismissal of sustainable mobility solutions by consumers. But this expansion is not directly another result of environmental consciousness at all; it is rooted in geopolitical moves, technological development, and national industrial policies (Campbell et al., 2021).
More importantly, the EV market is marked by a high level of competitive rivalry and fast-paced technological development, especially in battery efficiency, a charging system, and autonomous systems. This makes the environment a dynamic one where companies have to be innovative always and are under pressure to control costs and supply chain limitations (Lau et al., 2022). More so, sustainability demand is no longer a differentiating factor which is now a baseline expectation thus escalating competition because companies are moving towards the same environmental value propositions. Consequently, competitive advantage is being conditioned more and more by the efficiency with which organisations combine innovation, scale, and strategic responsiveness and no longer just by being involved in the green transition (Ogrean & Herciu, 2022).
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FIGURE 1: Pioneer vs Follower Positioning
TABLE 1: EV Industry Overview
	Factor
	Insight

	Growth
	Rapid global expansion driven by policy and innovation

	Drivers
	Climate regulations, fuel price volatility, sustainability demand

	Competition
	Intensifying rivalry with technological convergence



[bookmark: _Toc225468203]2.2 Tesla (Pioneer Organisation) 
Tesla is a market leader and an industry first-mover, having built first-mover advantages over many years of investment in innovation, especially in battery technology, software integration, and autonomous driving systems. Its differentiation emphasis has helped the company to develop strong brand equity in terms of technological difference and high quality (Mangram, 2012). Nevertheless, the same positioning puts Tesla at greater risk of operations such as cost pressures and growing competition as other competitors copy central technologies. More importantly, Tesla has the strength not just in its innovation but commercialisation and scaling technological breakthroughs before major companies (Suzuki et al., 2024).
[bookmark: _Toc225468204]2.3 BYD (Follower Organisation) 
BYD is a very efficient follower strategy, utilising cost effectiveness, vertical integration and good governmental support in order to gain market share within a short period of time. In contrast to Tesla, BYD is interested in the low prices and the mass-market coverage, which is backed by the fact that the company has a bear on both battery production and supply chains (Liu and Meng, 2017). This enables the company to enjoy the economies of scale and be elastic to local and foreign demand. Most importantly, the case of BYD demonstrates that the competitive edge of the EV industry can be innovation-based, but it may also be created due to the systematic alignment with policy frameworks and operational cost-effectiveness (Jetin, 2023).
[bookmark: _Toc225468205]3. TASK 1: MACRO ENVIRONMENT ANALYSIS
[bookmark: _Toc225468206]3.1 PESTLE Introduction
PESTLE analysis offers a systematic way of analysing the macro environmental forces which influence the industry dynamics and organisational strategy. It allows the companies to strategically evaluate the impact of external variables on opportunities and limitations in a particular market through political, economic, social, technological, legal, and environmental means (Johnson et al., 2020). Nevertheless, though PESTLE provides analytical vividness, its usefulness is not in categorisation but the effectiveness with which organisations perceive and react to such forces. Macro-environmental factors do not act independently in industries that are highly dynamic, like electric vehicles (EVs), in that they create unequal competitive advantages, thus benefitting companies with unique strategic capabilities (Kumar et al., 2025).
[bookmark: _Toc225468207]3.2 Technological Factor 
The most drastic element of change in the EV industry is technological progress, which essentially determines the innovation of the products, cost bases, and positioning. On the most basic level, EV technology covers battery efficiency, energy density, charging infrastructure and, to an increasing degree, software integration and autonomous driving systems. These are technological dimensions that not only define the performance of the vehicles but also affect how consumers take up the vehicles as well as their ability to survive in the long-run in the market (Kley et al., 2011).
Innovation at a fast rate has been experienced to increase competition at the industry level, with companies competing to come up with more efficient batteries and scalable production processes. Advancement in technology has also increased barriers to entry by new entrants and on the existing firms to engage in continuous research and development (R&D). This is a paradox in whichalongside being a source of competitive advantage, innovation is the driver of convergence in the industry (Dong, 2025). Tesla is a vivid example of a technology-oriented policy which uses significant investments in R&D to remain one of the leaders in innovations. Its vertically-integrated ecosystem with proprietary battery technology, software functions and over-the-air updates allow the product to improve continuously and support brand differentiation. More importantly, Tesla has an upper hand not just in the features of its products but also in its capacity to commercialise innovation on a large scale, which becomes a way of bringing technological leadership to a competitive advantage over time (Vynakov et al., 2016).
However, BYD is more flexible in its technology, concentrating on cost-effective innovation and mass production. Although its R&D potential is on the rise, the existing competitive advantage of BYD is its vertical integration especially in battery production that the company can use to lower its costs and improve control over the supply chain (Zapata et al., 2024). Instead of pioneering technological advances, BYD leverages on the available innovations to realise the effect of fast penetration in the market especially in the price-sensitive markets.
TABLE 2: Technological Impact Comparison
	Aspect
	Tesla
	BYD

	Innovation
	High – industry leader in EV tech
	Moderate – adaptive innovation

	R&D
	Strong investment and capability
	Growing but cost-focused

	Strategy
	Differentiation through innovation
	Cost adaptation and scalability
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FIGURE 2: Policy Influence Model
[bookmark: _Toc225468208]3.3 Political / Legal Factor 
Legal and political influences are considered determinant in the formation of the EV industry, as the government intervention directly influences the demand in the market, the incentives to produce, and to be positioned in the competition. Subsidies, tax incentives, emissions regulations, and trade restrictions are some of the policies that have increased the use of EVs in the world, turning the niche market into a strategic industry priority (Mazzucato, 2018). Regulatory frameworks within the industry level provide opportunities and constraints. Consumer demand is boosted with subsidies and incentives whereas strict emissions standards force manufacturers to switch to internal combustion engines. Nevertheless, such policies tend to be disproportionately located in the regions, which causes a major difference in the competitive advantage. The trade laws such as tariffs and localisation policies complicate the access to the global market and strategic development (Shalu & Pandey, 2025).
Tesla is in a complicated global regulatory environment, enjoying the initial advantages of government incentives in countries like the United States, but at the same time, worries about the fact that the regulatory pressure is growing stronger because subsidies are eliminated and competition is also growing stronger. The global expansion business model presents it to different legal risks, where it has to constantly adapt to local compliance standards. More importantly, the fact that Tesla has become less dependent on the direct assistance of the government in recent years indicates its shift towards the market-driven competitive approach (Huang and Xiang, 2024).
On the other hand, BYD has substantially enjoyed a long-term and high level of government support in China, such as subsidies, favourable industrial policies, and infrastructure development. This has been facilitated by policy congruence that has helped BYD to grow production at a high rate and become a cost leader (Midler and Alochet, 2023). Moreover, the industrial policy of China on the development of EV has placed a protective environment that favours local companies. Nevertheless, the dependence of BYD on the benefits associated with policy can become a risk in the case when the conditions of the international regulations change or the international barriers to trade are elevated (Ruiz, 2024).
TABLE 3: Political Impact Comparison
	Factor
	Tesla
	BYD

	Government Support
	Limited and declining
	Strong and sustained

	Regulation
	High global compliance pressure
	Domestic policy advantage

	Market Access
	Global but complex
	Policy-driven expansion



[bookmark: _Toc225468209]3.4 Comparative Insight 
The discussion indicates that forces in the macro-environment create disproportionate outcomes in the competitive environment of the EV industry. The strength of Tesla lies more on being technologically advanced, and capable of product differentiation, which is innovation-driven. By contrast, BYD has a competitive edge that is a policy-based one, backed by the positive intervention of the government and cost-efficient activities (Otero-Iglesias et al., 2025). Such a dissimilarity demonstrates that successfulness in the same macro-environment is not contingent on the external conditions as much as it is about the effectiveness with which the firms match the strategic strengths with the external conditions. As a result, the environment does not provide competitive advantage on its own, but rather it is a combination of environmental forces and organisational strategy (Tolossa et al., 2025).
[bookmark: _Toc225468210]4. TASK 2: STRATEGIC RESPONSES (Part 1)
[bookmark: _Toc225468211]4.1 Strategy Introduction 
The core issue is that the strategic reactions of the companies in the EV industry are predetermined by the way they perceive the macro-environmental forces, namely the technological disruption and regulatory pressure that were revealed in Task 1. Instead of being reactive, the organisations are proactive in the alignment of their competitive strategies to capitalise on chances and counteract the limitations created by these outside circumstances. This emphasises the fact that strategy is not neutral but it is of necessity dependent on the environment (Porter, 1985). In this respect, Tesla and BYD can be described as rather opposite, but equally objective as strategic approaches due to their resource advantages, market positions, and reactions to the technological and political processes (Pan, 2022).
[bookmark: _Toc225468212]4.2 ANSOFF MATRIX 
Ansoff Matrix offers a strategy tool of analysing the ways in which companies seek to grow by expanding their products and markets. Nevertheless, in evolving sectors like electric cars, it is not only relevant in categorisation but also in the way companies are able to balance the risks, innovation and scalability (Ansoff, 1957). The two companies Tesla and BYD show opposing growth patterns that show their difference in strategic priorities and reaction to the macro-environmental pressures.
The Tesla strategy of growth is strongly product-oriented, which is a result of the constant innovation of battery technology, software integration and autopilot. This will be in line with its differentiation strategy where new product features will support its premium positioning and technological leadership (Temouri et al., 2025). Moreover, Tesla is undertaking market development by expanding internationally to venture into new geographic markets to expand the brand. Nonetheless, it has a comparatively low market penetration emphasis meaning that it has a strategic emphasis on high-value customers and not on dominance in the mass-market. More importantly, the innovational nature of growth at Tesla puts the company at a considerable risk since the large expenditure on research and development, coupled with the risk of technology, will not necessarily be able to deliver direct commercial gains (Wattana et al., 2024).
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FIGURE 3: Ansoff Matrix
By contrast, BYD has a more balanced and risk-averse implementation of the Ansoff Matrix in that it focuses on market penetration and diversification. Its pricing capability to provide cheap EVs enables it to experience a fast rate of market share, especially in the new economic growth and the economically sensitive markets (Patil et al., 2024). Additionally, the fact that BYD extends its operation to battery manufacturing, electric buses, and energy solutions is an indication of the strategy to eliminate reliance on a particular market, as well as to utilise its primary competency. Its product development activities are relatively moderate; although they are cost-efficient and scalable, they are strategically oriented towards these aspects and not technological leadership (Lin, 2025).
TABLE 4: Ansoff Matrix Application
	Strategy
	Tesla
	BYD

	Market Penetration
	Moderate – premium segment focus
	Strong – mass market capture

	Market Development

	Global expansion
	Expanding internationally

	Product Development

	High – innovation-driven
	Moderate – cost-focused

	Diversification
	Limited
	Strong – batteries, energy, transport



[bookmark: _Toc225468213]4.4 STRATEGIC EVALUATION 
Competitive strategy of Tesla and BYD is a point of strategic opposition that brings out two different competitive approaches to success. The innovation-based strategic orientation of Tesla allows the firm to lead the technology and have effective brand differentiation but risks the business highly as it invests heavily in research and development and does not understand the market (Kouam, 2024). Conversely, BYD has an approach based on scalability, which exploits the concept of cost-efficiency, vertical integration, and policy congruence to attain rapid market growth at relatively less risk. More importantly, it implies that innovation might help to generate long-term competitive advantage but scalability and operational efficiency might provide a more immediate and sustainable growth in highly competitive and price-sensitive markets (Cooke, 2020).
[bookmark: _Toc225468214]5. CRITICAL DISCUSSION
Although some frameworks like PESTLE and Ansoff Matrix are useful tools of analysis, their limitations should be taken seriously. PESTLE analysis, in particular, provides a classic depiction of the external environment, not reflecting a dynamic representation of the changes in the rapidly technologically developed industry (Zou et al., 2025). Such fixed analysis can simplify reality in the continuously unpredictable innovation cycles of the EV industry. In the case of Tesla, the company uses differentiation and includes some features of vertical integration whereas BYD relates cost leadership and technological adaptation. This strategic boundary ambiguity questions the relevance of the Porters model in the modern market (Kim and Mauborgne, 2015). Although the Ansoff Matrix is very helpful in classifying the growth strategies, it lacks in explaining variability of risks and external uncertainties. It presupposes a certain degree of predictability which is not usually true of volatile sectors like EVs, when geopolitical tensions, supply chain interruptions and regulatory shifts can lead to a substantial change in strategic performance (Lang et al., 2021).
[bookmark: _GoBack]TABLE 5: Model Limitations
	Model

	Limitation

	PESTLE

	Static and oversimplified

	Ansoff

	Ignores uncertainty and risk dynamics



[bookmark: _Toc225468215]6. CONCLUSION
This report has analysed critically competitive dynamics in the EV industry in terms of how macro-environmental forces influence the industry, on the basis of Tesla as a leader and BYD as a follower. Task 1 analysis has shown that the technological and political forces provide an unequal competition environment, as Tesla has advantages in the innovation creation, whereas BYD has advantages in providing a solid policy support and cost-effectiveness. The implications of these findings include the fact that macro-environmental forces do not work in a homogenous way but rather interact with firm-specific capabilities to affect competitive positioning. Expanding on this, Task 2 determined strategic responses of both companies Ansoff Matrix. The differentiation and product development used by Tesla to create products characterises an innovation-based growth model, and the cost leadership and market penetration strategy applied by BYD reflects a scalability-based strategy. This comparison has shown that the two strategies are viable in their context but have varying mitigation of risk and sustainability.
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