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1 Introduction

The contemporary business environment is sensitive and volatile in marketing management
which is subject to different macro-environmental forces. Firms are increasingly required to
assess and modify on external changes which influence the consumer behaviour, competition
in the industry, and strategic decision making. The report explores how Tesla as an innovator
and BYD Company Limited (Build Your Dreams) as a follower in the challenges and
opportunities of changes in the technological and economic environments navigate the

changes.

The choice of the companies has a strategic purpose: they are both electric vehicles (EV)
companies, though their positions differ significantly. Tesla has redefined the car industry
through battery technology, artificial intelligence, and direct-to-consumer digital models and
BYD has come later with adjustments of the same technologies to make them affordable and
reach the mass market. Through the examination of these two macro-factors, this report will be
able to show how pioneers and followers react to environmental pressures differently and how

these differences impact their future competitiveness.

The paper uses established marketing concepts such as the PESTEL model of environmental
analysis and the 4Ps of the Marketing Mix to decipher the strategic responses. Both academic
and industry evidence has been incorporated so that it will be a critical evaluation based on
research evidence and not a description. The final aim is to explain that strategic marketing
requires not just innovation, but also flexibility and the skill to balance between proactive and

reactive market behaviour (Keller, 2025).

2 Task 1: Critical Analysis of Two External Macro Factors

2.1 Technological Environment

Technological environment is one of the most dynamic forces in the world automobile industry.
The fast development of battery technology, self-driving algorithms, and online connectivity
has transformed the competition and customer demands. In the case of Tesla, the source of
competitive advantage has been based on technology. It was the first company to integrate
lithium-ion batteries on a large scale, do software updates over the air, and self-driving
algorithms, allowing it to constantly improve its products without physical recalls (Rane et al.,
2024). These inventions made Tesla a luxurious brand that is symbolic of sustainability and

luxury.



Having that said, it is a risky and expensive endeavor to be a technological pioneer. The US
3.1 billion spent on R&D by Tesla in 2024 explains why the level of financial risk is high when
maintaining technological leadership (Memon and Rossi, 2025). The company will also have
to continuously innovate to maintain its differentiation since competitors are copying its

technologies at a cheaper price.

BYD, in its turn, is a typical follower strategy. It joined the EV market later than Tesla but was
able to adopt the emerging technologies via effective localisation and vertical integration. The
ability to develop in-house batteries (Blade Battery) and the government-sponsored research
enabled BYD to provide credible EVs at a much lower price (Lanio, 2024). The company used
reverse engineering and process innovation and realised economies of scale and reduction of

technological risk.

Marketing wise, this break is in line with the Diffusion of Innovation Theory by Rogers, where
innovators and early adopters (Tesla) are attracted by novelty of the product and brand prestige
whereas followers (BYD) are attracted by affordability and accessibility (Rogers, Singhal and
Quinlan, 2014). In addition, regarding the 4Ps, technological progress affects the product and
promotion: Tesla focuses on technological exclusivity and high performance, and BYD focuses

on reliability and environmental sustainability at an affordable cost.

Most importantly, the EV sector has been democratised through technology change. The barrier
to entry is lowered due to open-source patents, Al-powered analytics, and the spread of EV
charging infrastructure, as well as empower its followers to compete successfully (Kim, J. and
Lee, 2022). However, even as Tesla maintains its leadership by innovating its brand and
integrating it across the ecosystem, the gradual improvement of BYD reveals the potential of

the follower to prosper in the cost-based technology adjustment.

2.2 Economic Environment

Economic factors play a major role in strategic marketing choices in every industry, especially
the EV industry where the cost of production, consumer buying power, and government
incentives define demand. As a leader, Tesla has premium markets that are vulnerable to global
inflation, fluctuation in energy prices, and changes in interest rates (Divergences, 2023). An
example is the 2023 inflationary boom after the pandemic which saw the cost of production
and logistics rising forcing Tesla to lower prices of models in major markets such as China and
the United States. This change depicted the direct impact of macroeconomic shocks on the

pricing strategy and profit margins.



On the other hand, BYD, a cost-leader follower, is economically advantageous due to the
volatility of the economy by attracting value-conscious buyers. At the same time of inflation,
BYD had grown aggressively in Asia and Europe due to cheaper domestic labour and Chinese
government subsidies (Hernaus, 2025). The low-cost approach of the company is in line with
the economic cycle theory of marketing whereby during the recession, consumers shift to the

low-cost brands.

Tesla in the 4Ps framework reflects its economic reactions through its price and place
campaigns that offer short-time discounts and increase the global production to lower
importation tariffs. The product and place response at BYD are to provide diversified low-cost

EVs and to enter emerging markets in Southeast Asia, Latin America, and Africa.

Strategically, pioneers such as Tesla are capital-intensive in their innovation and brand equity
to maintain market share and follow-ons such as BYD are operationally efficient and aligned
with government policies to exploit mass markets. The comparison shows that economic forces
not only redistribute the market share, but they also strengthen the interdependence between

pioneer and follower relationships in the worldwide EV ecosystem (LI, 2024).

3 Task 2: Strategic Responses of Pioneers and Followers

Based on the above technological and economic analysis, this section critically assesses how
Tesla and BYD strategically react to these macro-environmental factors. Both are in the same
business, but exhibit opposite orientations: the proactive approach of innovation-based
differentiation of Tesla and the adaptive approach of BYD. In a bid to describe these reactions,
this section uses known marketing theories such as the 4Ps of the Marketing Mix, the Generic

Strategies by Porter, and Ansoff Matrix to evaluate how each of the firms stays competitive.

3.1 Strategic Responses to Technological Change

The rate of technological change in the electric-vehicle (EV) industry is forcing companies to
keep innovating or evolving. The technological leader, Tesla, is the one that has gambled in
long-term investments in R&D, with numerous patents on battery efficiency, Al-controlled
autonomous systems, and over-the-air software updates. Its innovation ecosystem strategy
involves the integration of production (Gigafactories), digital connectivity (Tesla App) and
direct-to-consumer retailing thus attaining product differentiation and brand loyalty (Memon
and Rossi, 2025). This is consistent with the differentiation strategy introduced by Porter, where

high technological capability is an entry barrier.



Nonetheless, Tesla innovativeness opens it to first-mover threats of high capital intensity and
technological obsolescence. To counter them, Tesla in 2014 moved to open-source patent
sharing to hasten global EV uptake and indirectly increase its control of the charging
infrastructure (Wang, Duan and Liu, 2021). The collaborative strategy is in line with the Open-
Innovation Model developed by Chesbrough where Tesla will exploit external alliances and be

ahead of the pack through the constant upgrades.

Conversely, the strategy response of BYD reflects the follower benefit speedy adjustment at a
reduced cost. It is also based on process innovation and reverse engineering to improve the
existing technologies instead of re-inventing them. An example is the Blade Battery of the
company: where Tesla was the first to develop a lithium-ion cell structure, BYD enhanced
thermal safety and production scalability, thus becoming less reliant on external suppliers
(Gaccione, 2024). This is suitable in the cost-leadership model of Porter, which makes the most

out of efficiency and yet provides sufficient performance levels to mass markets.

3.2 Application of the 4Ps to Technological Strategy

4P .
Element Tesla (Pioneer) BYD (Follower)
Product Cutting-edge EVs with Al integration, Affordable EVs with reliable performance

autonomous driving, and premium design ||jand improved battery safety
Price Premium pricing reflecting innovation Value-based pricing targeting mass

and exclusivity consumers

Direct-to-consumer online sales and Extensive dealer networks and export-
Place . . . e

limited physical stores driven distribution

. |[Focus on innovation, sustainability, and |[Emphasis on affordability, reliability, and

Promotion ||.. . o

lifestyle branding green mobility

The change in technology thus determines the positioning of each firm. Tesla focuses on
innovation and brand aspiration and BYD focuses on affordability and incremental
improvement. On the marketing side, Tesla sets the pace of innovations, but BYD democratises

it, making EV technology available to a wider range of consumers (Islam and Islam, 2025).

3.3 Strategic Responses to Economic Change
The business climate that is characterized by inflation, unpredictable supply chains, and

unstable energy prices requires responsive strategic response. Tesla balances by brand integrity




and cost rationalisation. In 2023-24 it cut prices of its vehicles by as much as 15 percent in
major markets to counter falling demand without losing its premium value perception (Hoeft,
2024). This shows that Tesla has a dynamic pricing approach, as it does not want to lose volume
at the expense of brand equity. Also, Tesla focuses on local production (e.g. Gigafactory

Shanghai and Berlin) to localise costs, lower tariffs, and stabilise margins (Nagle, Miiller and
Gruyaert, 2023).

Figure 1: Global EV Market Share (Tesla vs BYD, 2021-2024)
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The figure 1 explains the changing global electric vehicle (EV) market share of Tesla and BYD
between 2021 and 2024. It shows a clear shift in leadership: Tesla’s market shares steadily
declined from around 23% in 2021 to 15% in 2024, while BYD’s share rose sharply from 9%
to 21% over the same period. This trend suggests that BYD has rapidly expanded its global

presence, overtaking Tesla as a dominant player in the EV industry.



Figure 2: Global EV Sales Growth (2020-2024, Millions of Units)
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The figure 2 demonstrates the global EV sales growth of Tesla and BYD from 2020 to 2024.
It shows that while Tesla initially led with higher sales, BYD experienced a sharper upward
trend over time. By 2024, BYD surpassed Tesla, reaching around 2.2 million units, compared
to Tesla’s 1.9 million units, indicating BYD’s rapid expansion and increasing competitiveness

in the electric vehicle market.

Meanwhile, BYD takes advantage of the same economic pressure by cost leadership and
market expansion. With the global consumers demanding cheaper EVs in times of inflation,
the vertically integrated model enables BYD to provide competitive prices without
compromising on quality. A key example is that in 2024, BYD overtook Tesla in world EV
sales by using local subsidies and export to more than 70 countries, which is an illustration of

scale efficiency of the follower (Atkinson and Atkinson, 2024).

In marketing-mix perspective, economic strategies of Tesla and BYD are diametrically

opposite.
4P Element |Tesla (Pioneer) BYD (Follower)
Prod Maintains premium models (Model S,||Introduces multiple low-cost models (Dolphin,
roduct
3, X, Y) despite cost pressures Atto 3) for price-sensitive markets




4P Element |Tesla (Pioneer) BYD (Follower)
Pri Temporary discounts and dynamic|Consistent value pricing; benefits from lower
rice
pricing to maintain demand production costs
- Expands global assembly plants to|[Expands exports to developing markets (Asia,
ace
hedge currency and tariff risks Africa, Latin America)
Emphasises technological superiority|Markets affordability and national innovation
Promotion ) ) ) )
and environmental leadership (“Made in China for the world”)

These strategies align themselves with the Ansoff Matrix. Tesla has product development that
upgrades current product models by innovating on it whereas BYD has market development
that penetrates new markets and customer segments. The strategy of Tesla gives it an innovation

reputation; the strategy of BYD gives it stability through diversification and low cost.

Importantly, both companies show the significance of dynamic capabilities the power to
discern, capture, and reorganize resources in the face of uncertainty (Whitfield and Wauttke,
2024). The agility of Tesla is based on technological transformation; the one of BYD is cost
flexibility. The way they react differently to economic forces presents them in their symbiotic

relationship: the innovators develop the market, and the imitators increase its scope.

4 Discussion and Synthesis

The comparison of Tesla and BYD shows that external marketing environment, in particular
technological and economic forces, has the final impact on corporate strategy, organisational
flexibility and market performance. The results imply that pioneers and followers are subjected
to identical macro-environmental pressures, but the competitive results and resilience to them

depend on their strategic orientations and resource configurations.

Technologically, Tesla is committed to innovation, which is a proactive differentiation strategy,
enhancing its brand identity and customer loyalty. Tesla has a technological advantage due to
the continuous investment in software, automation, and battery efficiency, which explains its
high-pricing model (Lang, Reber and Aldori, 2021). But its innovative position also subjects it

to the cost of a lot of R&D and imitation. As soon as technological diffusion takes place, the




followers such as BYD gain disproportionately as they enter the markets with lower

development risks and consumer awareness.

This effect upholds the Innovation Diffusion Model proposed by Rogers which states that early
adopters create a path to late-majority adoption. The first innovations offered by Tesla,
including autonomous driving and long-range batteries, established the validity of EVs, which
later allowed BYD to find mainstream clients thanks to affordability and government subsidies
(YUN, 2023). The cooperation between the two companies thus develops the EV business in

general: the pioneers drive the technological change, and the followers make it democratic.

Both firms economically demonstrate adaptive marketing to global volatility. Tesla responds
to inflation, supply of materials, and demand changes using localisation and dynamic pricing.
Its Gigafactories in Germany, China and Texas do not only save logistics expenses, but also
save on currency exposure. Instead, BYD relies on scale efficiency and export diversification,
which covers up to more than seventy markets and maintains low production costs due to

vertical integration (Wang, 2023).

Using the 4Ps of marketing, the two companies apply technology and economic signals to
perfect positioning. The Tesla Company creates an impression of exclusivity and
innovativeness in its Product and Promotion strategies, which the BYD Company creates in its
Price and Place strategies. This is a symbiotic competition model in that Tesla can create value,
and BYD can maintain growth by spreading the value. It is this macro-environment that results
in a co-evolutionary relationship between technological innovators and adaptive followers in

which each reinforces the evolution of the industry.

Finally, the synthesis shows that sustainable competitiveness in marketing does not concern
being first or least expensive but strategic agility the capacity to balance innovation, adaptation

and responsiveness to macro-environmental change.

S Conclusion

This report has critically analysed the manner in which two organisations Tesla and BYD react
to the forces of technology and economic macro-environment in the global electric-vehicle
market. The comparison explains that pioneers and followers hold opposite but differentiated
strategic positions. The proactive innovation allows Tesla to influence consumer expectations
and brand leadership, and the adaptive efficiency allows BYD to enter price-sensitive markets

and increase its global reach.



The point here is that technological innovation cannot ensure long-term success unless it is
accompanied by economic adaptability. Tesla is an example of technological leadership that is
experiencing high R&D and price-elasticity pressure. BYD shows how efficiency,
governmental support and fast penetration of the market can turn imitation into dominance.
Collectively, these examples confirm the idea that strategic advantage is based on matching

internal capabilities and external environment changes.

Under the marketing-management model, companies in volatile industries need to match
PESTEL scanning with the 4Ps analysis in order to allow innovation and market positioning to
develop quickly. The balance marked between proactive pioneering and reactive following
makes it obvious that strategic agility is needed whereby sustainable competitiveness is

anchored on the ability to notice opportunities early in the game and be able to scale.

The market of EVs-and modern day marketing, in general, is not won through first or faster,
but through the ability to innovate in a smart, cost-effective, and in a manner that makes the

customers of the changing world see the value in the product.
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