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1. Introduction

The increasing pace of change in the electric vehicle (EV) sector of the world has
increased the intensity of competition and has redefined the strategic imperative of the
leading and the follower companies. This report provides a strategically focused
analysis of the role of macro-environmental forces in competitive behaviour in the EV
segment, and specifically the various implications they have on pioneers Tesla, and
on follower organisations (BYD, NIO, XPeng, Hyundai/Kia and Volkswagen). In
strategic marketing management, external environmental forces are interpreted and
responded to as a basic precondition of maintaining a competitive advantage that
defines positioning and resource allocation in the long term (McCall, 2024). Macro
marketing environment, which is conceptualised by the PESTEL frameworks, offers
critical information on technological disruption, economic volatility, regulatory change
and changing consumer expectations, which both significantly influence organisational
decision-making and performance (Kotler et al., 2020).

The two macro-environmental players discussed in this report are the economy and
technological change, as they are two of the most influential agents of change in the
company concerned by the implications they have on the cost structure, innovation
pattern and level of competitiveness. These actors are critically analyzed in Task 1 and
a lack of asymmetric opportunities and threats is identified to pioneers and followers.
Task 2 compares the strategic responses taken by each group using the given

frameworks such as the Growth Matrix by Ansoff and the Generic Strategies by Porter.



2. Task 1: Critical Analysis of the Macro Marketing

Environment

2.1 Overview of the Macro Marketing Environment

Macro marketing environment is the big external forces that determine the
development of the industry, user tastes and the organisational competitiveness (Gini
and Agala, 2023). These political, economic, social, technological, environmental and
legal forces, which are quite beyond control by managers, greatly shape the strategic
marketing decisions and long-term resource allocation through the PESTEL
framework (Kotler et al., 2020; Whittington et al., 2023).
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Figure 1: PESTEL framework for macro marketing environment. Source: Kotler et al. (2020).

Systematic environmental scanning would be crucial in dynamic industries like electric
vehicles (EVs), as companies need to respond to fast technological development,
changing regulatory trends and changing world market conditions (Cao et al., 2021).
In the EV sector, economic and technological drivers have a stronger effect, as they
impact the cost, scale and business feasibility of electric mobility solutions (Rapson
and Mueehlegger, 2021). These forces define the rate of innovation and increased
competition between first mover organisations such as Tesla and first order followers
such as BYD, NIO, XPeng, Hyundai/Kia and Volkswagen. In turn, long-term
competitiveness is based on the capacity to decode and act strategically in response

to macro-environmental forces (Satpathy et al., 2025).



2.2 Selection of Two External Macro Marketing Actors

This report is based on the economic and technological macro-environmental factors,
both of which have involved transformative consequences to the world EV market.
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Figure 2: Relevance of technological and economic macro-environmental actors for EV industry. Source: Own
Contribution.
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Economic Actor — Justification

According to Farajnezhad et al. (2024) the affordability of EVs is directly influenced by

economic factors such:
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Figure 3: Economic factors contributing EV affordability. Source: Farajnezhad et al. (2024).

Unstable commodity prices, especially lithium and nickel, have exerted an upward
pressure on the manufacturing costs and shaped global pricing strategies (Arzani and
Nurhayati, 2025). The projection of the global EV sales is that in 2025 it will exceed 20
million units, which is almost a quarter of the total car sales, but the growth is projected



to be happening in the environment of the cost volatility constant (Business Frontier,
2025).
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Figure 4: Global electric car sales, 2014-2024. Source: IEA (2024).

One of the key battery materials, lithium carbonate, will stabilise at around US 11,092
per metric tone by 2025 after previous supply crises and demand spikes (The
Business Standard, 2025). In Europe, inflation can stabilize to 2.3 percent by 2025,
yet structural supply-chain dependencies, such as the use of imported batteries and
components, remain to limit production flexibility (ACEA, 2025).

At the same time, the Chinese industrial ecosystem with the use of subsidies, tax
breaks, and combined mineral supply developed substantial cost asymmetries
between innovators and imitators (Garcia-Macia et al., 2025). As China manufactures
more than 70 per cent of world EVs, and 40 per cent of exports, domestic companies
enjoy reduced labour costs, resources and industrial coordination supported by the
state (IEA, 2025). As a result, competitive pricing is critically dictated by economic
forces, changes in demand and the ability of firms to acquire economies of scale
(Farajnezhad et al.,, 2024). To innovators such as Tesla, international visibility
increases exposure to commodity price risk, whereas imitators such as BYD, NIO,
XPeng and Volkswagen can leverage localised cost benefits to enhance competitive
advantage.



Technological Actor — Justification

The EV industry is still led by rapid technological innovation in battery chemistry,
electronics and software. By 2024, the world battery-pack cost had dropped to
US$115/kWh -20% each year - and Chinese LFP packs were as cheap as US94/kWh,
nearly 30% less than Western ones (BloombergNEF, 2024; Jayanthan, 2025)
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Figure 5: CATL: World’s first mass-produced sodium ion battery. Source: Battery Technology (2025).

At the same time, the next-generation chemistries are developing, including sodium-
ion and LMR, and CATL is introducing its mass-produced Naxtra sodium-ion battery
in 2025 (Battery Technology, 2025). Such trends create more pressure on competition:
newcomers such as Tesla have to maintain their leadership in R&D and software, and
follower companies like BYD and NIO use cheaper chemistries to reduce the

technological distance.
2.3 Critical Analysis of Each Actor

Economic Actor

Impact on Pioneer: Economic volatility generates opportunities and threats to Tesla.
The increased interest and inflation have decreased the EV demand, and Tesla has
initiated significant price reductions in 2023-2024. These cuts boosted sales but at the
same time undermined the premium brand positioning and the profitability of Tesla
(IEA, 2025; Wang, 2024). The use of globally located supply chains with lithium being

sourced in Australia and South America further predisposes Tesla to price variation in



commodities (Ghar, 2025). However, the financial strength of the company is upheld
by strong cash resources, Gigafactory operations and entry into energy storage
systems (Sapir, 2025).

Impact on Followers: There is unequal effect of economic forces on followers. The
integrated supply chain, reduced labour expenses, and state backing of BYD in China
allow it to rival Tesla at a loss (Yan, 2022). NIO, in its turn, is more susceptible to
declines because of higher cost and smaller size (Cable, 2025). XPeng and
Volkswagen have increased battery-material prices, but Hyundai/Kia mitigate this by
diversified portfolios (Volkswagen Group, 2024; HMG, 2025).

Strategic Implications: Tesla will have to find the balance between low costs and
brand integrity and increase localised, efficient manufacturing. The disciples must
upscale, cooperate and cost-cut as the economic environment supports cost-effective

challengers and limits high-priced innovators.



Technological Actor

Impact on Pioneer (Tesla): Technological change to Tesla gives the company
significant benefits in terms of proprietary batteries, native software and its
Supercharger network (Bello, 2025). But fast diffusion dilutes its advantage as
competitors keep pace or even surpass its innovations BYD in LFP battery, NIO in
swappings and XPeng in ADAS, undermining first-mover advantages and raising
competition (Cars Newswire, 2025).

Impact on Followers:

Technological changes pose significant opportunities to the follower firms by reducing
entry barriers and allowing leapfrogging. BYD has rolled LFP scale battery production,
which lowers costs and challenges Tesla, with NIO BaaS model and XPeng advanced
ADAS, reinforcing their competitiveness (Cars Newswire, 2025). Hyundai/Kia and
Volkswagen also have the advantage of modular EV architecture enabling quick
product launches (HMG, 2025; Volkswagen Group, 2025). But the cost of R&D to the
followers is increasing, and technology is becoming obsolete and regulation uncertain,
meaning long-term competitiveness requires sustained innovation and financial
health.

Strategic Implications: In Tesla, strategic implication is the necessity to deepen the
software-based differentiation, invest in new-generation battery chemistries (e.g.,
4680 cells) and use vertical integration to sustain the velocity of innovation (Neexgent,
2025). The strategic focus of the followers is the technological specialisation (e.g.,
BYD in batteries; NIO in swapping; XPeng in ADAS) and scale efficiency. The
technological actor thus both undermines pioneer advantage and empowers rapid

challengers.



3. Task 2: Strategic Responses of Pioneering and Follower

Organisations

3.1 Pioneering Organisations’ Strategic Responses

Ansoff’s Growth Matrix Applied to Tesla

Tesla uses a complex growth portfolio in response to environmental forces, although

the increasing competition requires selective strategic development.
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Figure 6: Application of Ansoff’s Growth Matrix to Tesla. Source: Own Contribution.

Market Development: Tesla can broaden its geographic presence by entering
emerging EV markets (e.g., Thailand, UAE, Chile), but the affordability issue hinders
the expansion of Tesla in markets where the company faces competition by cost-
conscious competitors like BYD (Grant, 2025).

Diversification: Tesla Powerwall grid services, Megapack, and Powerwall is an
effective diversification model that cushions the turnover of the automotive sector and
reinforces its portfolio as a clean-energy system (Maisch, 2025).

Market Penetration: The drop of the price of Tesla all over China, Europe and North

America are intended to boost demand, protect market share and overcome cheaper



rivals (Qin and Wu, 2021). It is a defensive penetration action that is aimed at
maintaining volume but poses long term threats on margin and brand position.
Product Development: Investment in 4680 battery cells, FSD software, hardware
upgrades and OTA capabilities improves product differentiation (Neexgent, 2025).
Nevertheless, the accelerated rate of innovation among the followers makes Tesla less
technologically insulated, and they need to reinvent on a regular basis (Olorunfemi,
2024).

Porter’s Generic Strategies and Tesla’s Response

The strategic responses of Tesla can be strongly understood based on Porters Generic
Strategies, which points out the way innovative firms are trying to defend their
competitive advantage in the face of growing environmental turbulence.
Differentiation Strategy: Tesla has a core competitive advantage of intensive
differentiation: proprietary software, sophisticated autonomous driving designs, high-
performance powertrains and a vertically integrated supply chain (Han, 2021).
Platform-based differentiation is enhanced through the Supercharger network and is
now becoming a continental standard in North America which puts competitors into
the infrastructure of Tesla (TESMAG, 2020). This forms structural path dependence
and enhances the centrality of Tesla to the larger EV ecosystem.

Hybrid Differentiation—Cost Strategy: Lately, Tesla has seen partial conversion to a
hybrid strategy, which combines differentiation and cost competitiveness (Wang,
2024). In spite of the threats of strategic inconsistency given by Porter (1985), the
vertical integration of Tesla is helpful in minimizing this threat because the cost
reduction is achievable without the complete elimination of innovation-led value
(EBSCO, 2021). However, there is an underlying threat that intense competition over
prices can renegotiate the consumer mindset and Tesla turns into a mass-market
brand rather than a technological innovator (Autonews, 2024).

Important Analysis of the Tesla responses.

Critical Evaluation of Tesla’s Responses

The strategic reactions of Tesla are flexible and weak. Long-term innovation leadership
is supported by product development and product diversification and is minimized by
short-term demand shocks by market penetration (Braguinsky et al., 2021).
Nonetheless, Tesla strength of more and more price-based competitiveness is an



indicator of diminishing insulation against follower encroachment. The loss of first-
mover advantage therefore demands Tesla to hasten ecosystem integration and the

next-generation innovation in order to maintain competitive resilience.
3.2 Follower Organisations’ Strategic Responses

Ansoff’s Growth Matrix Applied to Followers

Strategically adaptive, cost-efficient and context-specific growth strategies by the

follower firms are used to exploit the late-mover advantages.
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Figure 7: Application of Ansoff’s Growth Matrix to followers. Source: Own Contribution.

Market Development (BYD, Hyundai/Kia): BYD develops locally in Thailand, Brazil,
and Hungary, where it takes advantage of favorable regulatory environments (Liu et
al., 2023). Hyundai/Kia venture international penetration through EVs through E-GMP
in the US and Europe (HMG Newsroom, 2023).

Diversification (Hyundai, Volkswagen, BYD): Hyundai (charging networks and

software subsidiaries), Volkswagen (commercial vehicles and rail systems), and BYD



(hydrogen mobility) are able to reduce EV revenues volatility through diversification
(Liu et al., 2023).

Market penetration (BYD, XPeng): BYD has used cheap integrated manufacturing
to actively cut the price of Tesla in China and the international market (The Economic
Times, 2025). XPeng aims at urban consumers who are price-sensitive and have
competitive features as well as localised ADAS systems (Xpeng, 2023).

Product Development (NIO, Volkswagen): The battery-swapping and BaaS
subscription model of NIO has a higher, differentiated value (NIO, 2021). VW is trying
to modernise its old systems by investing in new software architectures and modular

platforms, battery chemistries (Zollino and Oemisch, 2023).

Porter’s Generic Strategies Applied to Followers

The differentiated competitive strategies of the follower organisations take advantage
of the resource advantages, cost efficiencies, and focused innovation and alter the
power balance in the industry.

Cost Leadership (BYD, Volkswagen): BYD has a textbook cost-leadership
approach, where every significant component, such as batteries, semiconductors,
etc., is controlled to provide unprecedented cost efficiencies (Liu et al., 2023). This
allows Tesla to remain underpriced and undermine Tesla leadership in terms of volume
in China and the global market (Yan, 2022). Through the modular MEB platform,
Volkswagen pursues cost-efficiencies through economies of scale in several brands
(VW, Skoda, Audi) (Volkswagen Group, 2025).

Differentiation Focus (NIO, XPeng): NIO uses the differentiation focus strategy,
which is a premium, service-oriented EV brand. Its ecosystem of lifestyle (NIO Houses,
exclusive membership, concierge services) is differentiated by the value of experience
instead of technology pure only (Chen, 2025). XPeng tries to be a differentiator based
on technology-driven performance, particularly in ADAS to serve in dense Chinese
cities, with software sophistication niche value creation (Xpeng.com, 2024).

Hybrid Strategy (Hyundai/Kia): Hyundai/Kia are one of the examples of hybrid
strategy, where the price is mid-range with high performance (800 V charging, long-
range batteries) (HMG Operation Team, 2021). Their approach takes advantage of the
consistency of the brand, manufacturing large scale and multi-market capability, which
allows them to occupy high-end and mainstream segments (Onalaja and Otokiti,
2021).



Critical Evaluation of Follower Strategies

Follower firms have high levels of internal strategic coherence through both economic
resilience to financial turbulence and specific technological innovations, i.e., battery
swapping, advanced driver-assistance systems and modular EV platforms, which
provide alternative compelling differentiation models that can be used instead of Tesla
(Indiran et al., 2023). Their extensive spread across the geographic territory also
minimizes the risks of regulatory and market concentration. Nevertheless, there are
significant limitations experienced by followers. Chinese EV brands face regulatory
and political obstacles when going to the West, restricting their scalability all over the
world (The Business Times, 2024). Simultaneously, high-value members like NIO find
it difficult to reach a large scale and long-term profitability as the high costs of research

and development and their inferior economies of scale keep pushing margins down.



4. Conclusion

As discussed in this report, the strategic behaviour of pioneer and follower
organisations in the global EV industry is determined by two critical macro-
environmental actors, namely, technological change and economic conditions. It was
found that the forces have an asymmetric pressure on firms based on their strategic
maturity, resource set up and competitive orientation. The opportunities brought by
technological acceleration as well as the drop in battery prices and the advent of Al-
driven software ecosystems offer chances to both innovators and imitators and also
eliminate the benefits formerly enjoyed by first-mover technology (BloombergNEF,
2024). Competitive dynamics are further intensified by economic volatility, which is
triggered by the changing prices of various commodities, inflation and uncertain
consumer demand, and strengthens the structural benefits of cost-effective followers
(IEA, 2024).

Additionally, there was major strategic divergence as found in the report. The first
mover like Tesla take multi faceted approach; differentiation, hybrid pricing, market
development and energy-system diversification to maintain technological and
ecosystem leadership. The adherents such as BYD, NIO, XPeng, Hyundai/Kia and
Volkswagen, instead, implement the late-mover strategy with the focus on cost
leadership, modular innovation and targeted expansion in the geographical terms.

All in all, the report highlights how vital constant environmental scanning and
responsive marketing is. To remain competitive in the emergent EV environment, firms
have to expect changes in macro-environment, refocus their strategic priorities and

work to convert environmental cues into consistent action.
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