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1. [bookmark: _Toc223436255][bookmark: _Toc224914011]Introduction
This report discusses strategic management marketing in the global electric vehicle (EV) market, the forces of macro-environments in developing firm strategy and competitive positioning. It is meant to examine two important macro factors, assess their segmented actions on a pioneering company and a follower company, and evaluate strategic responses that transform the external threats into sustainable benefit. EV sector represents boom growth, highly competitive, technology-focused and rising policy interventions; the EV uptake in the world has risen dramatically in recent years and changed the form of the industry, as well as strategic priorities among the incumbents (International Energy Agency, 2025). The large vertically integrated manufacturers grasp the market leadership as many of the adherents struggle to compete based on cost, scale and localization (Business Wire, 2025; BYD, 2025)
Necessary analysis of the macro marketing context is due to the fact that what is demanded, the price-setting, the supply-chain design, and market entry-related decisions are determined by the forces of PESTLE-level (political, economic, social, technological, legal, and environmental), which explores how the marketing and investment choices are made (Johnson, Scholes and Whittington, 2017). This report is organized in the following way: Task 1 includes the PESTLE overview and the critical analysis of two selected macro factors and their impact on the pioneer and follower; Task 2 conditions evaluate the strategic responses through the available models; finally, the report includes the integrated recommendations and implications to the practice.










[bookmark: _Toc223436256][bookmark: _Toc224914012]2. Task 1: Critical Analysis of the Macro Marketing Environment
[bookmark: _Toc223436257][bookmark: _Toc224914013]2.1 Macro marketing environment
[bookmark: _Toc224914032]Figure 1: Macro Environment
Macro marketing environment includes the forces outside the industry that distort the opportunities and threats on the industry level, and thus, should be included in the strategic marketing choices (Kotler et al., 2016). PESTLE framework is a framework that systematizes the macro forces into Political, Economic, Social, Technological, Legal and Environmental and has been extensively used to arrange and structure systematic scanning of the environment in strategic planning (Johnson, Scholes and Whittington, 2017). The fact that the PESTLE enables managers to directly associate visible external trends (such as a shift in regulations, demand trends, and changes in technology) to strategic contingencies and reaction strategies is helpful (Kotler et al., 2016).
To complete this report, I shall be looking at the electric vehicle (EV) industry and apply two macro-factors in detail, (1) government policy and trade/regulatory measures (Political/Legal) and (2) technological and battery-cost dynamics (Technological/Economic). The first one is chosen due to the fact that the EV adoption pattern by regions is being driven by the purchase incentive and fleet procurement regulations along with the local-content regulations significantly influencing the public policy (International Energy Agency, 2025). The latter factor is selected since expenses of the battery and associated technology progress define the affordability of vehicles by consumers leading to their adoption and unit economics of manufacturers (International Energy Agency, 2025).Both indicators thus dictate the increase of demand, supply-chain structure and company-level economic and are tactical in the view of the companies that are competing in the industry (Statista, 2024).
[bookmark: _Toc224914027]Table 1: PESTLE Analysis of the Electric Vehicle (EV) Industry
	Factor
	Key Points
	Strategic Impact
	Priority

	Political (Chosen)
	Subsidies, fleet sources target and buying bonuses serve to boost the demand of EVs. Location of production is determined by industrial policies, as well as trade diplomacy.
	Determines the size of the market in different regions and will possibly need market entry through localisations or joint venture.
	High

	Economic
	Trends in battery cost, GDP growth, inflation, and cost of raw-materials (lithium, nickel) influence costs of production and affordability.
	Determines pricing strategy, margins and long-term investment decisions.
	High

	Social
	The popularity of sustainability and increased connectivity among consumers; urbanisation and shared mobility.
	Influences market segmentations, positioning of the product as well as marketing approaches.
	Medium

	Technological (Chosen)
	Innovation in the battery chemistry, charging infrastructure and software integration enhance the performance and user experience.
	Promotes innovation, competitiveness, and the investment in the R&D.
	High

	Legal
	There is a difference in measures of emittance in different markets, safety provisions and trade restrictions.
	Needs compliance with the regulations and can influence the pricing and export.
	Medium

	Environmental
	Climate policy, lifecycle emission issues, battery recycling programs.
	Promotes the environmental friendliness in design of products and enhances environmental branding.
	Medium


Source: (Adapted from International Energy Agency, 2025; ACEA, 2026)



[bookmark: _Toc223436258][bookmark: _Toc224914014]2.2 Analysis of Macro Factor 1: Government policy, incentives and trade measures
[bookmark: _Toc223436259][bookmark: _Toc224914015]2.2.1 Impact on the pioneer organisation: Tesla, Inc.
Regulatory facilitation and incentives of the government boost the near-term demand of EVs and market availability of incumbents (International Energy Agency, 2025). Meanwhile, the industrial policies which condition subsidies on local production or local-content requirement introduce compliance costs to the foreign producers, which is a strategically dangerous situation whereby local rules are stringent (International Energy Agency, 2025). Empirical reviews of industries positively associate regional incentive schemes with EV registration spikes, meaning that its sales figures are sensitive to its design (ACEA, 2026). The response rate to the subsidy schedule and tax treatment of major markets in Tesla has been responsive (Business Wire, 2025). The current international presence and localized production (Gigafactories) of Tesla is incomplete protection against subsidy conditionalities in that the company can manufacture products much closer to demand, which facilitates strategic flexibility (Business Wire, 2025). Nonetheless, policy instability creates more uncertainty, consequently creating greater importance to regulatory intelligence and adaptive supply-chain capabilities as a source of sustainable advantage.
[bookmark: _Toc223436260][bookmark: _Toc224914016]2.2.2 Impact on the follower organisation: BYD Company Limited
The Chinese approach of domestic policy support (direct subsidies, local procurement, and industrial coordination) has allowed domestic adherers to increase production and domestic market share within a short period, and this is a huge opportunity to the firm like BYD (International Energy Agency, 2025). The home-market demand and verticalization of battery manufacturing reduces the unit cost exposure of BYD and enhances its ability to resist the international supply shock (BYD, 2025). However, export markets such as anti-subsidy investigations and tariffs can be discussed as the threat to overseas development in BYD since they may raise effective prices or limit accessibility (Parodi, 2025). BYD has less risk of cell shortages at the upstream caused by its integrated supply chain but a greater risk of political restrictions to entering regulated non-Chinese markets without a local investment (BYD, 2025). As a result, the conducive domestic policy will likely pull the scale advantage of BYD into the domestic market and compel the capital-intensive localized production strategies as the prerequisite of its long-term international growth (International Energy Agency, 2025).
[bookmark: _Toc224914028]Table 2: Policy Impact - Tesla vs BYD in the EV Industry
	Policy Dimension
	Tesla
	BYD
	Strategic Implication

	Incentives
	Had benefited with U.S. and European EV tax breaks which encouraged early adoption.
	Firm Chinese government subsidies and domestic EV policies.
	Incentives boost the demand of EVs and facilitate the development of the market.

	Local Production
	It set up Gigafactories in the U.S., China and Germany to comply with localization regulations.
	High Chinese manufacturing presence and growing overseas locations.
	Local production assists companies in the access to subsidies and lower trade barriers.

	Trade Exposure
	Some of its export markets are facing tariffs and geopolitical trade risks.
	There has been a rise in scrutiny and anti-subsidy investigations in the Western markets.
	Trade policy influences international expansion and supply-chain plan.


Source: (Adapted from industry reports including the International Energy Agency, 2025; ACEA, 2026)
[bookmark: _Toc223436261][bookmark: _Toc224914017]2.3 Analysis of Macro Factor 2: Technological & battery-cost dynamics
[bookmark: _Toc223436262][bookmark: _Toc224914018]2.3.1 Impact on the pioneer organisation: Tesla
Reduced battery pack prices and cell design developments also offer an opportunity to reduce prices or enhance margins among the incumbents to access more customer segments (International Energy Agency, 2025). It has been invested in next-generation cells (such as 4680 formats), which should be able to attain unit-cost advantages, but scale-up problems during production can postpone such advantages and therefore becomes a strategic threat when competitors attain lower costs earlier (Alvarez, 2026). According to industry analyses, battery pack prices in terms of $/kWh are a significant influencing factor of EV retail prices and tens of dollars per kWh differences significantly influence competitiveness (International Energy Agency, 2025). Therefore, the implementation of technology and the quality of manufacturing are the core aspects of Tesla maintaining the status of a high premium and competitive price (Business Wire, 2025).

[bookmark: _Toc223436263][bookmark: _Toc224914019]2.3.2 Impact on the follower organisation: BYD
The blade battery of BYD and the integrated form of manufacture decrease dependence on external suppliers and contributes to per-kWh expenses, which is a possibility to act as an aggressor competitor in a price-sensitive segment (BYD, 2025).Vertical integration of BYD provides the company with comparative vulnerability to the battery-price volatility and cushions the margins (Hertz, 2025). Nevertheless, should market preference change decisively towards higher-energy-density chemistries (premium long-range EVs), and BYD has not industrialized the higher-energy-density chemistries, its relative position in LFP-based cost leadership may be frittered away in the high-end market segments (Hertz, 2025). Hence, the technological position of BYD helps to scale rapidly and compete in prices with the help of the current technological state and should be followed by the continued R&D not to fall behind in high-end range / energy segments (International Energy Agency, 2025).
Declining Global EV Battery Pack Prices (2013-2025)
Source: (BloombergNEF, 2024; International Energy Agency, 2025)
[bookmark: _Toc224914033]Figure 2: Declining Global EV Battery Pack Prices (2013-2025)



[bookmark: _Toc223436264][bookmark: _Toc224914020]3. Task 2: Strategic Responses of Pioneering and Follower Organisations
[bookmark: _Toc222732283][bookmark: _Toc223436265][bookmark: _Toc224914021]3.1 Pioneering Organisation’s Strategic Responses: Tesla, Inc.
Strategic reactions of Tesla to the pressures of macro environments are a mix of product and process innovation, vertical integration, and geographic diversification in selective manner to defend its differentiation-based position. Tesla focuses on differentiation by regularly updating the product, providing unique software (OTA updates), and strong brand valuing performance and technology, which has been assisting it in maintaining high prices despite the rising competition (Business Wire, 2025). The company can reposition to policy risks and local content regulations through tactical movements of production to the demand area through investments in local manufacturing (Gigafactories), as this would decrease the exposure to tariff risks and access regional incentives (International Energy Agency, 2025).
Using the Generic Strategies developed by Michael Porter, the Tesla strategy can be described as differentiation strategy with selective cost- efficiency-plans, as opposed to the cost leadership strategy (Porter, 1980). It is distinguished by proprietary battery and powertrain technology, vehicle software ecosystem, and network effects created by Supercharger networks that increase the cost of switching customers and enable it to maintain above-average margins (Business Wire, 2025). Simultaneously, Tesla is making investments in scale, manufacturing innovations (e.g. cell formats, giga-scale plants) to help drive unit costs down in a hybrid strategy that tries to maintain market share when EV price elasticities grow (International Energy Agency, 2025).
Most importantly, there exist three weaknesses in the strategy of Tesla. First, there is a problem of implementation in the reliance on breakthrough manufacturing (e.g., new cell formats): a delay, or quality issues can undermine a promised cost benefit (Alvarez, 2026). Second, it should have great policy dependence; such as, subsidy cutbacks or options of local content may rapidly shift the economic condition in the essential markets, straining margins (ACEA, 2026). Third, segment cannibalization risks more competition with vertically integrated followers that are able to underprice Tesla in volume segments (BYD, 2025).
The examples of the concrete industry can demonstrate the following points: the price changes in 2023-2024 in various markets allowed Tesla to respond to competitive pressure regarding pricing as a reaction, and the rush to increase local production volume in Europe and Asia demonstrated a proactive policy-hedging (Business Wire, 2025; Parodi, 2025). In general, a long-term sustainable position of Tesla in the Porter context is a mix of a differentiation (premium features, software ecosystem) and a selective use of the scales and process economies to protect margins i.e. differentiation buttressed by cost initiatives especially those specifically targeting cost leadership is not a wholesale shift to cost leadership, but rather a once-occasion cost-cutting effort (Porter, 1980; Johnson, Scholes and Whittington, 2017). 
[image: ]Tesla’s Strategic Positioning Matrix: Differentiation and Cost Leadership Initiatives (Porter Framework)
(Adapted from Porter, 1985; Alvarez, 2026)
[bookmark: _Toc224914034]Figure 3: Tesla’s Strategic Positioning Matrix (Porter Framework)









[bookmark: _Toc222732284][bookmark: _Toc223436266][bookmark: _Toc224914022][image: ]3.2 Follower Organisation’s Strategic Responses: BYD Company
(Adapted from Ansoff, 1957; BYD, 2025)
[bookmark: _Toc224914035]Figure 4: Ansoff Matrix Illustrating BYD Company Limited’s Growth Strategies
The strategic positioning of BYD puts a strong focus on the speed of market penetration via cost leadership, which operates through vertical integration and product-line depth, and on the international market expansion wherever possible (BYD, 2025). Using the Growth Matrix created by Igor Ansoff, the activities of BYD fit in this market penetration, product development, and market development quadrants: aggressive prices and massive production volumes (market penetration); new models and development of battery technology (product development); and targeted global expansion and local manufacturing alliances (market development) (Ansoff, 1957). 
To gain market share, BYD employs price campaigns and broad model offerings as market penetration instruments based on the Blade/LFP lower cost of the battery and seize the opportunity of lower prices (Hertz, 2025). During the process of product development, BYD progressively refines battery chemistry and the platform of vehicles in question, which allows adopting variants and alternate configurations to fit other regulatory environments and enhances the competitiveness of the company in terms of flexibility (BYD, 2025). To develop the market, BYD has sought local manufacture and joint venture in identified foreign markets to bypass trade obstacles and locally-made content demands sensible adoption of the Ansoff market development approach to reduce political risks (Parodi, 2025).
A critical evaluation of the strategy of BYD has weaknesses and strengths. The vertically-integrated cost base and scale-up is very strong short-term benefits with powerful defensive pricing and scale up (International Energy Agency, 2025). Nevertheless, the approach can limit BYD in the higher-end niche in which customers value extended range functionality and brand image, and significant investment may be required to dictate a domestic level into various other global jurisdictions (Statista, 2024). In addition, the matrix by Ansoff cautions that market growth and diversification are more risks and need new competencies; BYD globalization thus subjects it to the risks of friction in regulations and branding overseas (Ansoff, 1957; Parodi, 2025). 
Evidence within the industry reveals that BYD has experienced a fast rate of domestication and an expanding export base, however, it is also seen that there is trade scrutiny in certain regions that make direct export approaches challenging and local investment is required (BYD, 2025; Parodi, 2025). Overall, the penetration market-based and localization-based approach of BYD to the new market can be viewed as a plausible path to scale due to their alignment with an Ansoff strategy but slim margins need adjustable market-development and product-differentiation interventions that could help the company avoid being perpetually stuck in the segments with a low margin (Ansoff, 1957; Johnson, Scholes and Whittington, 2017).
[bookmark: _Toc223436267][bookmark: _Toc224914023]4. Conclusion 
The discussion shows that macro-environmental forces are the basic factors which are influencing a strategic preference and competition in the electric vehicle industry. Market demand, cost structures and entry conditions, are directly contorted by regulatory frameworks such as incentives and localization policies; and the product, performance and margin dynamics are always dependent on product affordability, which is dictated by battery technology and cost. The first mover, Tesla, Inc., retaliates with differentiated position protection with relentless product and software innovation, strategic local production and specific cost-cutting campaigns that keep the company in the up-end market. The follower, BYD Company Limited, follows a fast scale through vertical integration, low cost leadership, wide product coverage, and selective internationalization to encompass mass segments. Collectively, these instances demonstrate that competitive competence within this industry is preceded by the alignment of internal aptitude producing flexibility in the production of the battery, regulatory cunning and brand/technology resources, and the external trends. Therefore, it is necessary to conduct systematic surveys of the surrounding environment and sustainable reverse and forward optimization of the strategy: companies have to be able to transform the material obtained in PESTLE onto specific marketing, operational and investment choices. Companies that will have institutionalized the practice of horizon scanning, scenario planning and flexible execution will be in the best position to transform the uncertainty in form of an opportunity and to remain at par as the regulatory and technological landscape keeps changing.
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