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Marketing Environment Analysis
EV Industry: Tesla (Pioneer) vs BYD (Follower)
[bookmark: _Toc224994161]Introduction
The global electric vehicle (EV) market is now strategically crucial, and the sales are expected to go beyond 17 million units (or more than 20% of the total sales of cars worldwide) in 2024 and beyond 20 million units in 2025 (IEA, 2025). Such fast expansion has increased the level of competition, and macro-environmental factors are as powerful as internal capabilities (Johnson et al., 2023).
This report examines how political/legal and economic forces will affect Tesla (pioneer) and BYD (follower). Tesla was the first to commercialise premium EVs at scale, defining the market in the world (Teece, 2018; Bohnsack et al., 2014). Conversely, BYD used battery prowess, governmental aid, and an integrated supply chain to become the top EV worldwide in 2025 (SCIRP, 2025; Al Jazeera, 2026). The report assesses the macro-environmental opportunities and threats and then does a strategic analysis of the company based on Porter's Generic Strategies and Ansoff Growth Matrix.
[bookmark: _Toc224994162]Task 1: Macro-Environmental Analysis
The PESTEL framework is a strategic instrument that is used extensively to analyse macro-environmental factors that affect organisational competitiveness in a comprehensive manner (Johnson et al., 2023; Panmore, 2025). The relevance of political and economic factors in affecting EV adoption patterns at the global level to the study was established in a peer-reviewed PESTLE study conducted by Irfan D. and Tang X. (2025), and this reason was the basis of their inclusion in this report. The macro-environmental effects are summarised in table one and then analysed in detail below.
Table 1: Summary of Macro-Environmental Impacts, Tesla vs BYD
	Factor
	Tesla (Pioneer)
	BYD (Follower)

	Political / Legal
	IRA EV tax credit abolished Sept 2025; CEO Musk's DOGE role triggers consumer boycotts across US and Europe (Al Jazeera, 2026; Euronews, 2026; Foley & Lardner, 2024)
	EU anti-subsidy tariff +17%; US 100% tariff on Chinese EVs; 'Made in China 2025' industrial policy draws retaliatory Western trade barriers (EPRS, 2024; Foley & Lardner, 2024)

	Economic
	Annual deliveries fell 9% in 2025; US EV share fell from >75% (2022) to <50% (2024); 110 new model entrants compress margins (IEA, 2025; MatrixBCG, 2025)
	Revenue +43% YoY 2024 (USD 107bn); vertical integration sustains cost edge; domestic price war compresses gross margin from 22% to ~20% in 2025 (Carbon Credits, 2025; TechBuzzChina, 2025)


Source: Al Jazeera (2026); IEA (2025)
[bookmark: _Toc224994163]Political and Legal Environment
[bookmark: _Toc224994164]Tesla: From Policy Asset to Political Liability
Tesla benefited from the Inflation Reduction Act (IRA, 2022), which provided consumers with up to USD 7,500 in EV tax credits, effectively lowering prices during a critical market phase. However, the political landscape shifted negatively when CEO Elon Musk supported Donald Trump in his 2024 campaign, making a landmark USD 288 million donation to Trump-aligned organizations. This sparked consumer backlash, resulting in a 62% sales drop in Tesla UK and a 15% decline in US deliveries in 2025. The fragility of Tesla's competitive advantage, reliant on political resources, was evident as the IRA EV tax credit was rescinded in a bill endorsed by Trump in September 2025, jeopardizing demand when Tesla faced challenges to its market share.
[bookmark: _Toc224994165]BYD: Trade Policy as Structural Barrier and Strategic Opportunity.
BYD's international development is constrained by anti-subsidy laws and tariffs, including a 17% EU tariff in addition to a 10% duty on car imports, due to findings of state-level advantages like subsidized loans and cheap land for Chinese EV manufacturers. The U.S. imposed even stricter tariffs on Chinese EVs under recent administrations. Despite these barriers, structural challenges can be transformed into competitive advantages through localization strategies. In 2025, BYD reported a significant increase in battery EV registrations in the EU, surpassing Tesla, and is establishing a Gigafactory in Hungary, which will help mitigate import duties and enhance its brand reputation in the region.
[bookmark: _Toc224994166]Economic Environment
[bookmark: _Toc224994167]Tesla: Market Share Erosion and Demand Fragility
Tesla has an economic environment that is highly degraded compared to the time when it was at its peak of the market. As shown in Figure 1, the company has lost its market share in the US EV market, which was more than 75 % in 2022, and it fell to less than 50 % in 2024 due to more than 110 new EV models entering the competitive arena (MatrixBCG, 2025). A recent empirical study of Tesla as a catfish in the Chinese EV market by Zhang L et al. (2023) explains that the entry of Tesla has instigated development in the competitive environment and has since come back to Tesla itself, as now, OEMs have developed their own EV lines in China.
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Figure 1: Tesla's Declining US EV Market Share (2020–2024) Source:  MatrixBCG (2025)
In 2024, Tesla posted the first annual reduction in sales in its history, of 1.78 million vehicles versus 1.8 million the year before, followed by another 9% in 2025 (Al Jazeera, 2026). The IEA (2025) forecasts that battery EVs in the United States are approximately 30 % more expensive than their traditional counterparts, which is an amount that cannot be bridged without Tesla relying on the fiscal policy to cover the entire market. The IRA credit runs out in September 2025, which led to the demand spurt and a precipitous decline in the fourth quarter, and demonstrates how the price-sensitive EV demand is susceptible to the removal of the government subsidies (Yahoo Finance, 2025).
[bookmark: _Toc224994168]BYD: Vertical Integration as Economic Competitive Advantage.
The economic trend of BYD is rather different compared with Tesla. Based on the information given in Figure 3, tipping off 777 billion yuan (approximately USD 107 billion) in revenue and approximately 30 billion yuan in net profit in 2024, BYD experienced a growth of 43% per year (Carbon Credits, 2025). The primary structural difference that would allow BYD to provide competitive prices and, at the same time, to have above-industry-average margins, according to ABI Research (2024), includes: the proprietary Blade Battery technology and vertically integrated supply chain that includes the battery cell manufacturing, its secured lithium mining rights, and dedicated vehicle-carrier fleet (Liu and Roth, 2022). This is substantiated based on the position of IEA (2025) that two-thirds of EVs sold in China in 2024 would be cheaper than conventional counterparts without purchase incentives, a market scenario that BYD has enabled through its cost architecture.
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Figure 2: BYD Revenue and Net Profit Growth (2022–2024) Source: Carbon Credits (2025).
Nevertheless, BYD is in the direction of new economic headwinds. The gross margins had dropped to approximately 20 % by the beginning of 2025 due to getting squeezed by the saturation of the domestic market, growing competition with Geely Galaxy, Xpeng and NIO, and high inventory (turnover days of 70-80) (compared to an industry average of 30-45) (Irfan and Tang, 2025). The pressures heighten the existence of a strategic imperative of international expansion as an economic concession, and this was met through the framework offered by Ansoff (1957) in Task 2.
[bookmark: _Toc224994169]Task 2: Strategic Responses
Figure 3 below contextualises the shifting competitive landscape underpinning both firms' strategic responses.
[image: ]
Figure 3: Global Battery EV Sales, Tesla vs BYD (2021–2025) Source: Bloomberg (2025)
[bookmark: _Toc224994170]Porter's Generic Competitive Strategies
According to Porter (1980), there are three generic strategies that include cost leadership, differentiation, and focus, and he cautions that a company can easily get stuck in the middle should it fail to act (Johnson et al., 2023).
[bookmark: _Toc224994171]Tesla: Large Differentiation Strategy.
In Tesla, broad differentiation is achieved by high functionality, including Full Self-Driving (FSD) and a global network of Superchargers, OTA updates, and a well-established brand with a strong focus on innovation. Its direct sales model also and additionally advances customer experience and data capabilities (Francis Press, 2025). Tesla has reacted to macro-environmental pressures by growing into lower prices, technological leadership, and diversification into related fields like robotaxis, AI robotics, and energy storage (Panmore, 2024; MatrixBCG, 2025). This is the reconfiguration of dynamic capability (Teece, 2018). Nonetheless, this approach is under pressure, and brand-based differentiation can be easily undermined by external forces and growing competition with similar features at lower prices, which erosively hurt the high-end positioning of Tesla (Mintzberg et al., 2020; Shahan and Graham-Rowe, 2021).
[bookmark: _Toc224994172]BYD: Cost Leadership Strategy.
The cost leadership has formed the basis of BYD's strategy (Porter, 1980). It has a vertically integrated supply chain that sells at prices that are much lower than Tesla in the same segments: BYD Dolphin arounders in Europe at between 35,500 and 41,000 in the UK; BYD Dolphin Surf arounders in Europe at between 18,650 and 39,000 respectively (Euronews, 2026; Carbon Credits, 2025). The strategic intuition of BYD internationalisation is the declaration of the cost leadership as the result of vertical integration, which is made possible by the SCIRP (2025): the competitive prices can be organised in the markets where the cost rise caused by the EU tariffs is significant.
Interestingly, BYD does not occupy the lead in the cost that does not presuppose investment in innovation: the 2024 amount of expenses in R&D in RMB 54.2 billion, which is 36 % higher than in the previous years, is several times higher than the net profit (MatrixBCG, 2025). According to the authors, BYD possesses a competitive architecture that can be regarded as a model in which the government-led investment in the industry can generate a cumulative cost advantage that can hardly be experienced by the Western market-only competitors (Drpress et al., 2024).
Table 2: Porter's Generic Strategies, Tesla vs BYD
	Dimension
	Tesla (Pioneer)
	BYD (Follower)

	Generic Strategy
	Broad Differentiation (Porter, 1980)
	Cost Leadership (Porter, 1980)

	Competitive Basis
	FSD/AI, 60,000+ Superchargers, OTA updates, brand equity (Panmore, 2024; Francis Press, 2025)
	Blade Battery IP, vertical integration, diverse price-band model range (Research-Methodology, 2024; SCIRP, 2025)

	Price Point (Europe)
	Model 3 ~€41,000 (Euronews, 2026)
	Dolphin ~€35,500; Dolphin Surf (UK) £18,650 (Carbon Credits, 2025)

	Key Risk
	CEO political toxicity erodes brand premium; narrow 5-model lineup (Lowy Institute, 2025; Mintzberg et al., 2020)
	Tariff exposure; domestic margin compression; 'stuck in middle' risk without premium sub-brand (Porter, 1980; TechBuzzChina, 2025)


Source: Porter (1980); Panmore (2024)
[bookmark: _Toc224994173]Ansoff's Growth Matrix
Ansoff (1957) identifies four product-market growth strategies: Market Penetration, Market Development, Product Development, and Diversification. This framework is often used alongside PESTLE analysis to identify viable growth opportunities from macro-environmental factors. The application of these strategies by two companies highlights the challenges of operating in an internationally unstable political environment.
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Figure 4: Ansoff's Growth Matrix

[bookmark: _Toc224994174]Tesla: Multi-Quadrant Growth
The market penetration: aggressive price cuts in China (202324, RMB 20, 000-48,000 across the core models), a willed-under-30,000 vehicle, and more intensive digital marketing are the key growth drivers of Tesla that will raise the revenues of the already existing markets (Panmore, 2024). This is a direct response to the cost-effective macro-environment, as was indicated in Task 1. The expansion into gigafactories in Berlin and Texas is an expansion of the market, and incorporating NACS as the world standard of charging between Ford and General Motors is the entrenchment of Tesla infrastructure in new locations (Jacobides et al., 2018). The FSD robotaxi pilot and the Optimus humanoid robot are also intended to enter new markets, and Tesla's business model is diversified, including the introduction of energy storage (31.4 GWh in 2024) (MatrixBCG, 2025), which makes the product development quadrant the most ambitious. The riskiest of them, as Ansoff (1957) describes, is the strategy of diversification, and the Cybertruck launch can be defined as the performance that has been performed worse than expected (39,000 units instead of the expected 250,000 units).
[bookmark: _Toc224994175]BYD: Market Development as the Leading Leverage.
Market development is the most strategically significant vector of BYD: the rapid globalisation to 70 countries with the help of the local production in Hungary, Brazil, Thailand, and Turkey. By 2025, the UK will be the largest foreign market for BYD, as sales are projected to grow 880% per year in September 2025 (BusinessChief, 2025). SCIRP (2025) thinks that, in political tariff barriers, local production is the way out whereby the macro-environmental threat becomes the operational opportunity, thus what Task 1 established. BYD can take a differentiation focus through product development, second- generation Blade Battery, DiPilot 300, and Gods Eye ADAS and multi-brand structure (Denza to high-end, Yangwang to ultra-luxury) without abandoning its overall cost leadership in the sub-markets (BusinessChief, 2025; ABI Research, 2024). This increase in commercial vehicles, electric buses, and lithium mining boosts the resiliency in the supply chain in the long run (Carbon Credits, 2025; EPRS, 2024).
Table 3: Ansoff Growth Matrix, Tesla vs BYD
	Strategy
	Tesla (Pioneer)
	BYD (Follower)

	Market Penetration
	Sub-$30,000 model; RMB 20,000–48,000 China price cuts 2023–24 (Panmore, 2024; TechBuzzChina, 2025)
	Qin PLUS Glory Edition –20% price cut; fleet/rideshare promotional packages (Research-Methodology, 2024)

	Market Development
	Berlin & Texas Gigafactories; NACS adopted as global charging standard by Ford & GM (Autoblog, 2025; EE-Vibes, 2025)
	70+ countries; Hungary Gigafactory; UK now largest overseas market; Brazil & Thailand plants (BusinessChief, 2025; SCIRP, 2025)

	Product Development
	FSD robotaxi pilot Texas 2025; Optimus robot; Tesla Semi; 31.4 GWh energy storage 2024 (MatrixBCG, 2025)
	Blade Battery Gen 2; DiPilot 300 / God's Eye ADAS; Denza & Yangwang premium brands (BusinessChief, 2025; ABI Research, 2024)

	Diversification
	Energy generation & storage ecosystem; AI and robotics platform (MatrixBCG, 2025)
	Electric buses & trucks; lithium mining rights; dedicated vehicle-carrier fleet (Carbon Credits, 2025; EPRS, 2024)


Source: Ansoff (1957); Panmore (2024); SCIRP (2025)
[bookmark: _Toc224994176]Critical Evaluation
Critical review also shows aspects of tension within the two strategies. Historically, Tesla's differentiation was suited to a market pioneer that shook technology with its market rivals (Teece, 2018; Christensen, 1997). Until the EV market matures, however, IEA (2025) forecasts that the EV portion of new car sales will exceed 40% in the world in 2030, unless the differentiation advantages are renewed every day (Sueyoshi and Goto, 2018). Tesla has become a victim of the political decay of brand equity, accelerating this process, which is difficult to reverse with the assistance of product strategy (Mintzberg et al., 2020). The cost leadership of BYD appears to be more organized. Barney (1991) postulates that sustainable advantage is anchored on valuable, rare, inimitable, non-substitutable (VRIN) resources; the vertically integrated battery supply chain of BYD is characterised by high VRIN (Williamson and Yin, 2014). However, the threat of the middle position created by Porter (1980) does come true: as the domestic Chinese rivals close the gap in the cost differentiation (Li et al., 2022), BYD's multi-brand strategy, aligning Denza and Yangwang in the upper-end of the market, becomes a logical, yet operationally difficult response (Kotler and Armstrong, 2021). The second step in EV leadership will be either endurance, founded on the cost leadership, or agility, founded on the differentiation, of which question remains open (TechnBuzzChina, 2025).


[bookmark: _Toc224994177]Conclusion
This report critically evaluated the impact of political/legal and economic factors on Tesla and BYD using the PESTLE framework. With EVs projected to exceed 25% of global vehicle sales by 2025 (IEA, 2025), macro-environmental forces are central to competitive dynamics. Tesla’s broad differentiation strategy remains relevant but faces pressure from market commoditisation and declining brand loyalty. In contrast, BYD’s cost leadership—driven by vertical integration and localised productions supports volume dominance, despite risks from tariffs and margin pressure. Overall, both firms balance defending core positions with pursuing growth opportunities, reflecting the need to continuously adapt to a volatile political and economic environment.
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Figure 3: BYD Revenue and Net Profit Growth (2022-2024)
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Figure 1: Global Battery EV Sales — Tesla vs BYD (2021-2025)
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Figure 2: Tesla's Declining US EV Market Share (2020-2024)
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