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Environmental Analysis for Pioneers and Followers in Marketing
[bookmark: _Toc223046054]Introduction
For strategic marketing management, it is necessary that the companies consider more than what they can do on their own. They must also consider the world around them. The macro marketing environment, often studied using the PESTEL analysis framework, refers to the political, economic, social, technological, environmental, and legal factors that shape the industry structure, demand conditions, and strategic orientation of the organization (Johnson, Scholes & Whittington, 2023). While these factors are beyond the control of the organizations, the ability to understand and react to them determines their relative position and viability.

This essay will examine the macro marketing environment of the global electric vehicle industry by comparing Tesla, Inc. as an innovator and BYD Company Limited as a follower. The electric vehicle industry is a very interesting one to examine because it has undergone a lot of changes because of technological innovation and a lot of government intervention to protect the environment.
Two macro marketing factors are considered in this analysis: technological and political/legal issues related to environmental issues and industrial policy. Task 1 considers the effect of these factors on the competitive position of Tesla and BYD in terms of opportunities and threats for both companies. Task 2 uses Porter's Generic Strategies and Ansoff's Growth Matrix to analyze the strategies employed by both companies in order to sustain or gain a competitive advantage over each other.
[bookmark: _Toc223046055]Task 1: A close look at the macro marketing environment
[bookmark: _Toc223046056]The Macro Environment as a Strategic Force
A PESTEL analysis is a useful tool for analyzing macro marketing environment factors (Kotler and Keller, 2016). It is, however, only useful when macro marketing analysis is related to its effect on a company's competitiveness. The macro environment is rarely constant in its effect on different companies. Instead, they change the relative advantage based on the resources and position of the organization.
In the EV industry, new technologies and changes in the law and politics are especially important. They have altered not only the way in which products are manufactured but also the way in which global supply chains operate as well as the ease with which new markets can be entered (Wells & Nieuwenhuis, 2022).

[bookmark: _Toc223046057]Changes in Technology
The automotive industry has undergone significant changes as a result of changes in technology. Improvements in battery density, charging speed, digital integration, and manufacturing processes have altered the way in which competition is conducted in the industry from being based on mechanical engineering to being based on software and energy systems (Rothaermel, 2023).
Effect on Tesla
Tesla's approach to the EV market was to be a leader in terms of technology. Tesla was able to get better battery range as well as software integration by designing electric platforms from the start as opposed to using the combustion engine as a base. The fact that it could get updates over the air and had its own charging network made it stand out even more.
From the resource-based view, these skills in technology could be considered valuable, rare, and hard to imitate initially (Barney, 1991). They justified the premium pricing and brand name associated with new ideas and long-term success. Tesla was able to establish brand loyalty and investor trust because it was one of the first companies to do that (Grant, 2022).
However, in dynamic markets, it is rare that new ideas in technology stay exclusive for long. New ideas in battery chemistry have spread to companies all over the world. Competitors have made the performance gaps smaller and made costs more effective. As information becomes more widely available, the differences between technologies become less clear.
As a result, Tesla has to deal with more and more price competition. Recent price cuts show that it is getting harder to keep differentiation based only on innovation. So, technological change both helped Tesla become the first and best and hurt it over time. To stay in the same place, you need to keep reinvesting.

Effect on BYD
For BYD, changes in technology opened up new possibilities. BYD was able to leverage the knowledge it had gained in the industry when it entered the EV market after the initial uncertainty had passed. It began as a battery manufacturer, which gave it the technical knowledge and supply chain control.
BYD didn't want to be known as a leader in innovation; instead, they wanted to focus on vertical integration and efficiency. As battery technology improved, it became more important to keep costs down. BYD's ability to make batteries in-house helps them keep costs down and supplies stable.
This is part of a bigger trend in the industry: when core technologies become stable, the competitive edge often goes to companies that can scale up quickly (Rothaermel, 2023). The standardisation of the technology reduces the barriers to entry, enabling followers to compete well. The rapid growth experienced by BYD is an indication that followers are able to catch up with the leaders through the learning effect.

[bookmark: _Toc223046058]Political and legal factors
The government has played an important role in the development of the electric vehicle industry. Environmental issues, emissions regulations, and industry policies have all impacted the demand and supply chains in the electric vehicle market (IEA, 2023; UNEP, 2022).
Impact on Tesla
Tesla performed well due to the environmental policy frameworks. Tax credits for consumers and the requirement that there be zero emissions helped the adoption of electric cars. Also, trading carbon credits made the companies more money.
But over time, the rules and laws change. The new laws that base the EV incentives on the source of the batteries in the US complicate things for the businesses. Therefore, political support can be a problem if the new rules change.
Political and legal factors affect the market. They help the market grow while making it hard for the businesses to comply with the new rules. Part of the reason that Tesla is a competitive company is that it can comply with the new rules and regulations.

Effect on BYD
BYD's growth in China has been closely linked to the country's industrial policy, which has focused on electrification and battery production (World Bank, 2023). Subsidies, investments in infrastructure, and coordinated supply chains have made it easier to grow quickly.
However, the tension between nations makes things less certain in the international market. The regulatory investigations of Chinese EV subsidies in Europe can be cited as an example of the role of politics in global competition. Industrial policy can be considered as a means for the government to assist itself, hence creating trade barriers.
Thus, the playing field is uneven for companies due to the role of politics and the law. Although BYD benefits from the cost advantage with the support of its home country in China, there might be challenges with the institutions in other nations.

[bookmark: _Toc223046059]Comparative Competitive Consequences
The combination of technological diffusion and political intervention changes the structure of industries.
Firstly, cost leadership is more critical. BYD's internal manufacturing reduces its dependence on external sources, hence helping it maintain its low costs.
Secondly, it is harder to maintain differentiation. Tesla has to use brand loyalty and digital innovations rather than the performance of its hardware.
Thirdly, there is the issue of geopolitical fragmentation. When it comes to global ambitions, the market can be restricted by consumer demand as well as regulatory fit.
Recent data from the industry indicates that BYD sells more electric cars in the world than Tesla (IEA, 2023). This challenges the notion that being a first-mover is a determinant of success. Instead, the competitive edge changes as the big picture changes.
[bookmark: _Toc223046060]Task 2: Strategic Responses to Big-Scale Environmental Forces
[bookmark: _Toc223046061]Porter's Generic Strategies
Porter (1985) says that cost leadership and differentiation are the two main ways to get a competitive edge.
Tesla's Strategic Position
Tesla's historical positioning shows that it is very different from other companies. Their strategy is built on new technology, premium brand positioning, and ecosystem integration. Yet, with the increase of competition, prices are changing for many of these markets.
Instead of abandoning differentiation entirely, Tesla seems to be embracing selective cost competitiveness while still investing heavily in developing its software and self-driving cars. This fluid approach to strategy shows they recognize the need to differentiate beyond battery life.
In order to get ahead of the competition, it is necessary to increasingly leverage data analytics, AI, and ecosystem services. If they are able to scale and secure these features, they can continue to differentiate themselves even if the hardware is more similar to the competition.
BYD's Strategic Place
BYD is more in line with cost leadership. Its strategy is based on vertical integration, economies of scale, and control of the supply chain. Its ability to sell cars at competitive prices in many different segments helps the market grow.
At the same time, BYD has released higher-end models, which shows that the brand is slowly getting stronger. BYD's advantage is based on how well it runs, unlike Tesla's story about how it focuses on innovation. Porter emphasizes strategic coherence, and in BYD's positioning statement, resources and competitiveness are aligned.
[bookmark: _Toc223046062]Ansoff's Matrix for Growth
Ansoff (1957) argued that there are four methods of business growth:
Market penetration
Market development
Product development
Diversification
How Tesla Plans to Grow
Tesla is an example that shows that a company has a diverse portfolio of methods for growth. To penetrate more markets, companies are trying to increase their production capacity. International Gigafactories help in market development. Product development is still the most important thing, and companies are making constant improvements in software and batteries. Adding energy storage to a brand's ecosystem makes a brand bigger.
This is a broad approach that has low risk, but it requires a lot of money and technology.
BYD's Plans for Growth
The main goals of BYD are to enter the Chinese market and increase its business rapidly in other international markets. BYD's products with different price levels will definitely increase its business. There are a few options for the company's diversification.
This plan for growth puts more emphasis on growth rather than diversification to related markets.
[bookmark: _Toc223046063]Long-Term Planning and Strategic Sustainability
What makes a competitive advantage sustainable is its adaptability. Dynamic capability theory stresses how important it is to change how resources are used when things change (Teece, 2018).
The strength of Tesla comes from its brand identity and its ability to come up with new ideas. If software ecosystems become the main source of income, Tesla may be able to stand out again. However, when a lot of money is spent on capital goods, the risk increases.
BYD is a strong company because it is cost-effective and fits with the other companies in the industry. Cost leadership could be a stronger force in times of economic uncertainty or when prices are sensitive.
As industries grow up, the difference between pioneers and followers becomes less important. Strategic flexibility and macro-environmental alignment are more important than where you stand in history.

[bookmark: _Toc223046064]Wider Strategic Effects and Changes in the Industry
The analysis above has treated technological and political-legal forces as separate macro actors, but in reality, these forces are closely linked. The technological innovation in the EV sector has not occurred independently of policy; rather, it has been shaped, accelerated, and even constrained by policy intervention. Government support, emissions policies, and sector policies influence the level of investment in research and the pace of adoption of new technologies by consumers. In this manner, technological change in the EV industry is, in part, driven by policy, which means that firms must ensure that their new product strategy is consistent with evolving institutional structures.
In the case of Tesla, this dynamic represents both an opportunity for strategic action and a threat to its organization structure. The initial technological advantage of Tesla aligned well with the global sustainability narrative and government support for the adoption of electric vehicles. This alignment makes it more legitimate in the eyes of policymakers and consumers. However, the more policymakers link incentives to local production and supply chains, the more the competitive environment is divided according to nationality. If the innovation is not aligned with what policymakers expect in a particular domain, it is not enough. The development of the Gigafactories in different locations is an example of how the position of the company in the market is at least as important as the company's capabilities.
Looking at the issue from a different perspective, the same phenomenon can be observed in the case of BYD. The competitive advantage of the company is based on the coordinated local industry, which is focused on battery production and electrification. Such alignment makes things less uncertain and allows for rapid growth. However, such alignment can also make people in other countries suspicious. As the role of industrial policy is increasingly used to help countries compete with each other in the economy, the companies involved can be subject to trade barriers or be scrutinized more closely by policymakers in other countries. Not only do political and legal factors affect markets, they can also change the boundaries of competition.
Another important thing to think about is how the life cycle of an industry changes. In the early stages of industry formation, consumer choice is often based on differences in innovation and performance improvements. However, with more and more consumers using the product, and with the evolution of technology, the competition may be based on factors such as price, reliability, and efficiency. Evidence suggests that the electric vehicle industry is slowly changing from an environment with rapid growth to a more competitive environment, especially in developed markets. In such environments, strategies for cost leadership may be more relevant.
However, it may be too early to say that differentiation strategies may always be less relevant. The electric vehicle industry may change with the development of self-driving vehicles, which may be based on software. If software is the new way to create value, then the investments in AI and software developed by Tesla may be worthwhile in the long term. The unpredictability of the direction in which technology may change is a reminder of the importance of flexibility in strategy.
These macro trends also affect economic volatility. Changes in the ability of consumers to buy and the inflation rate affect the demand for automobiles. When the economy slows down, people may care more about getting a good deal than about the brand's reputation. This makes cost-based competition even more important. On the other hand, long-term economic growth could help with premium positioning and trying out new technologies.
When you put all of these factors together, they support a key strategic insight: competitive advantage is not static. The difference between a pioneer and a follower is important in the early stages of an industry's growth, but it becomes less important as the industry grows and conditions outside of it change. What makes an organization sustainable is its ability to change how it uses resources when the macro-environment changes. Companies that stay strategically rigid risk losing ground, no matter where they stand historically.




[bookmark: _Toc223046065]Conclusion
The above essay has attempted a critical analysis of the impact of technological and political-legal factors on competition in the electric vehicle market. The initial technological differentiation advantage of Tesla has been substantial, but as technology has become more ubiquitous and regulations have become more complex, this advantage has been eroding. BYD has managed to close in on Tesla by leveraging economies of scale and domestic policy.
Tesla has managed an adaptive differentiation strategy, while BYD has managed a cost leadership strategy. According to Ansoff's matrix, both companies are in a position of desiring growth, but their areas of focus are different.
The analysis has shown that having a first-mover advantage is no guarantee of success in a rapidly evolving market. It is a function of how well you are able to keep in sync with macro-environmental factors and adapt your strategies accordingly.












[bookmark: _Toc223046066]Reference List
Ansoff, H.I. (1957) ‘Strategies for diversification’, Harvard Business Review, 35(5), pp. 113–124.
Barney, J. (1991) ‘Firm resources and sustained competitive advantage’, Journal of Management, 17(1), pp. 99–120.
Grant, R.M. (2022) Contemporary Strategy Analysis. 11th edn. Oxford: Wiley.
IEA (2023) Global EV Outlook 2023. Paris: International Energy Agency.
Johnson, G., Scholes, K. and Whittington, R. (2023) Exploring Strategy. 13th edn. Harlow: Pearson.
Kotler, P. and Keller, K.L. (2016) Marketing Management. 15th edn. Harlow: Pearson.
Luo, Y. (2022) ‘Global competition and industrial policy in China’s EV sector’, Journal of International Business Studies, 53(4), pp. 761–779.
Porter, M.E. (1985) Competitive Advantage. New York: Free Press.
Rothaermel, F.T. (2023) Strategic Management. 6th edn. New York: McGraw-Hill.
Statista (2024) Global electric vehicle sales statistics.
Teece, D.J. (2018) ‘Business models and dynamic capabilities’, Long Range Planning, 51(1), pp. 40–49.
UNEP (2022) Emissions Gap Report 2022. Nairobi: United Nations Environment Programme.
Wells, P. and Nieuwenhuis, P. (2022) ‘Transition to electric vehicles’, Technological Forecasting and Social Change, 179, 121603.
World Bank (2023) Global economic prospects and green transition policies. Washington DC: World Bank.


2

image1.jpeg
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





