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[bookmark: _Toc214460692]Marketing Environmental Analysis: Tesla (Pioneer) and BYD (Follower) in the Global EV Industry

[bookmark: _Toc214460693]1. Introduction
[bookmark: _Toc214460694]1.1 Strategic Marketing Management and Its Relevance
Managing marketing campaign strategies is, at its core, a complex and continuous process. To make better long-term decisions, businesses need to assess their internal and external resources. It allows them to pinpoint what they're good at and where they might need to work harder. To remain relevant in today's dynamic marketplace, companies need to adjust their assets and expertise to keep pace with shifting consumer demands. Varadarajan (2020) argues that the main goal of strategic marketing is to ensure a business's long-term success by aligning its goals with what customer’s value. The electric vehicle (EV) sector is navigating a landscape fraught with challenges. Modern organizations face many challenges, including the rapid advancement of technology, growing environmental responsibilities, and the need to follow strict international regulations. Therefore, modern marketing strategies are more complex and flexible than those used in older, more traditional industries.

[bookmark: _Toc214460695]1.2 Importance of Analysing the Macro Environment
Because businesses operate within larger national and global contexts, it's essential for them to analyze the macroeconomic environment to make strategic and practical decisions. External factors, often outside a manager's control, significantly affect customer behaviour, the competitive landscape, and industry trends. Keeping a wide-angle view allows businesses to fine-tune their advertising strategies, anticipate changes, and sidestep surprises. Organizations can gain insights into their external environment by using models like PESTEL. The model categorizes the environment using political, economic, social, technological, environmental, and legal factors, as described by Kotler et al. (2022). This type of research is very useful for the electric vehicle (EV) industry. With environmental worries mounting and technology advancing at breakneck speed, both companies and individuals are adjusting their priorities.

[bookmark: _Toc214460696]1.3 Scope and Structure of the Report

This study aims to provide a thorough review of the topic. The following sections will cover these subjects. This study focuses on two important aspects of the larger environment: technological developments and environmental conditions. These factors significantly influence how electric vehicle (EV) companies operate globally. Tesla's rise to the top of the automotive world speaks volumes about its innovative spirit and willingness to take risks. BYD, a fresh face, is revolutionizing things with their innovation strategies. Their approach? Streamlined operations and large-scale output, with ambitions to expand. 

This report is divided into two main sections. This analysis will begin with a thorough examination of the macro marketing environment, using the PESTEL framework. The discussion will then focus on the important effects of technology and the environment. This study examines and compares the strategic approaches of BYD and Tesla, using tools like Ansoff's Growth Matrix and Porter's Generic Strategies. The final section emphasizes the importance of regularly assessing the changing environment and using flexible marketing strategies to stay competitive in a constantly evolving industry. 
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[bookmark: _Toc214460698]2.1 Understanding the Macro Marketing Environment
[bookmark: _Toc214460699]2.1.1 The Concept and Purpose of Macro-Environment Analysis
The macro-environment includes the broad, external factors that affect an organization. While these elements lie beyond the organization's direct influence, their effects on overall performance are undeniably substantial. The macro-environment is made up of several important components: economic, political, legal, technological, social, and environmental factors. These components interact with each other, creating a complex web of influences that shapes an organization's strategic choices. Grasping the broader landscape is essential for any organization. It allows them to spot both chances and challenges, ultimately leading to more informed strategic choices.
 
The term "macro marketing environment" refers to the external factors that affect entire industries, rather than just individual companies. Changes in consumer preferences, the rise of new technologies, government rules, and strong competition are all important factors to consider. Baines and his team (2023) suggest that external factors, which a company cannot control, significantly affect its long-term performance. To keep their strategies relevant and effective, organizations must constantly observe and assess changes in the larger environment, even when they have less control.












[bookmark: _Toc214460700]2.1.2 The PESTEL Framework as a Diagnostic Tool

Figure 1 – PESTEL Overview of the Global EV Environment

[image: ]
Source: Adapted from Kotler et al. (2022) and IEA (2023).
PESTEL is a widely used analytical lens that categorises macro-environmental forces into political, economic, social, technological, environmental and legal domains (Yüksel, 2012).
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2.2 Selected Macro Actors: Technological and Environmental Forces
[bookmark: _Toc214460702]2.2.1 Rationale for Selecting Technological Forces

Figure 2 – Line Graph of Global Battery Cost Decline (2010–2023)
[image: ]
Source: Data adapted from BloombergNEF (2023).

This figure illustrates the sharp decline in global battery prices, which has been a key driver in making EVs more affordable and expanding their potential market.
Technological forces define the pace at which the EV industry evolves. The growth of the electric vehicle market and the resulting competitive landscape will be significantly shaped by advancements in supporting technologies. The electric vehicle market has changed significantly due to advancements in self-driving technology, electric motors, charging infrastructure, and battery technology. Battery prices, for instance, have seen a substantial decline. Back in 2010, the cost was north of $1,200 for each kilowatt-hour. Fast forward to 2023, and projections put it at roughly $139 per kilowatt-hour. As a result, the significant drop in prices has made electric vehicles more accessible to a wider range of consumers (BloombergNEF, 2023). People and organizations that quickly embrace these advancements will gain a competitive advantage, while those who hesitate will likely struggle to keep up.
[bookmark: _Toc214460703]2.2.2 Rationale for Selecting Environmental Forces
As a result, environmental issues have become more important, reflecting the global trend toward sustainability. Across the globe, governments are tightening the reins on carbon dioxide emissions, pushing for greener transportation solutions. People are becoming more aware of the consequences of pollution and climate change. At the same time, producing electric vehicles presents specific environmental challenges. The process includes both the initial gathering of materials for batteries and their eventual disposal. As a result, the growing interest in electric vehicles (EVs), driven by environmental concerns, creates new ethical challenges for companies.
[bookmark: _Toc214460704]3. Detailed Examination of Technological Forces in the EV Industry
[bookmark: _Toc214460705]3.1 Evolution of Battery Technology

Figure 3 – Technological Forces in the EV Industry: Tesla vs BYD Battery Strategy
[image: ]
Source: Based on Tesla (2020), Chen et al. (2023) and Zhou & Li (2022).

This figure compares Tesla’s performance-driven battery strategy with BYD’s cost- and safety-oriented approach, illustrating how technological forces are interpreted differently by a pioneer and a follower.
The development of better batteries is a key area of research, with the goal of improving energy storage and use. This work is crucial for a variety of technologies, including electric cars, portable gadgets, and large-scale energy systems. The main challenges in creating better batteries include increasing how much energy they can store, making them last longer, and reducing how much they cost. Researchers are exploring different materials and designs to overcome these challenges. For example, using new materials like silicon or lithium-sulfur can potentially increase energy density. Also, improving how batteries are made and how they are used can help them last longer and work better. These improvements are essential for making renewable energy sources more reliable and for reducing our reliance on fossil fuels. 
Battery technology has been the bedrock of the electric vehicle surge from the very beginning. Recently, nickel-rich, low-cobalt battery chemistries and lithium iron phosphate (LFP) have become the standard, mainly because of improvements in safety, cost-effectiveness, and energy density (Chen et al., 2023). Tesla's work on the 4680 cell has brought about two significant advantages: more efficient manufacturing and improved performance. BYD wasn't the trailblazer in this field, yet they were the ones who brought the highly-praised Blade Battery to life. Zhou and Li (2022) suggest that imitators can intentionally use technology to improve their competitive position in the market.
[bookmark: _Toc214460706]3.2 Autonomous Driving and Software Ecosystems
[image: ]
Source: Adapted from Karsten and West (2022), Tesla (2023) and Nvidia (2023).
As illustrated in Figure, Tesla positions itself as a software-driven pioneer with strong in-house AI capabilities, whereas BYD adopts a partnership-oriented model to develop its ADAS and connectivity features.
The rise of autonomous driving within the tech world is reshaping our perceptions of electric vehicles. Tesla has integrated its Dojo supercomputer and artificial intelligence (AI) to improve its Full Self-Driving (FSD) capabilities (Karsten & West, 2022). Tesla's strategy has set it apart, providing a seamless, software-driven experience. BYD, in contrast, takes a more cooperative route, partnering with established companies like Huawei and Nvidia to build its driver-assistance systems. While not the quickest, this approach allows BYD to remain competitive without needing large internal investments.
[bookmark: _Toc214460707]3.3 Innovation in Charging Infrastructure
A reliable charging infrastructure is essential for promoting the widespread use of electric vehicles and ensuring their convenience. Tesla's Supercharger network is a definite highlight. It's fast, dependable, and pretty much everywhere you need it. In contrast, BYD's financial model depends heavily on government programs and the charging infrastructure provided by outside companies. This distinction helps to clarify how innovators and those who follow them differentiate themselves in the market by using technology in different ways.
[bookmark: _Toc214460708]3.4 Technological Threats Facing the EV Industry
The sector is expanding quickly, even as it navigates certain technological challenges. As a result, the combination of problems in global supply chains, rising costs for raw materials, and a shortage of semiconductors has increased uncertainty in manufacturing (IEA, 2024). The electric vehicle market might encounter some bumps ahead, with sodium-ion batteries and hydrogen fuel cell vehicles gaining traction. Businesses must constantly innovate and adapt to stay competitive. 










[bookmark: _Toc214460709]4. Detailed Examination of Environmental Forces in the EV Industry
[bookmark: _Toc214460710]4.1 Climate Change as a Global Driver of EV Adoption

Figure 5 – Climate Policy & EV Adoption: Policy Push Driving EV Growth
[image: ]
Source: Based on European Commission (2023), UK Government (2021) and IEA (2023).

This figure summarizes how climate policies create a reinforcing loop, where stricter emissions targets stimulate EV adoption and, in turn, justify further investment into cleaner mobility.

The climate crisis has forced governments and businesses to face the difficult task of reducing emissions while also increasing the use of environmentally friendly technologies. Several nations have already enacted complete bans on cars powered by gasoline and diesel, pushing for a transition to electric vehicles as a means of fighting pollution. The European Union has set its sights on eliminating the sale of new cars powered by internal combustion engines by 2035. This move aligns with pledges made by both China and the UK (European Commission, 2023). These global changes are driving a significant increase in the need for electric vehicles.


[bookmark: _Toc214460711]4.2 Environmental Shifts in Consumer Attitudes
The public is more aware of environmental issues than ever. The drive to lessen our environmental footprint has, to a significant degree, spurred the rise in electric and hybrid vehicle purchases. Statista's 2023 figures reveal that nearly half of European consumers are contemplating buying a vehicle with a smaller environmental footprint. As public awareness of the problem grows, electric car marketing is changing to meet shifting consumer preferences.
[bookmark: _Toc214460712]4.3 Sustainability Challenges Associated with EV Production
Figure 6 – Sustainability Challenges across the EV Value Chain
[image: ]
Source: Adapted from World Economic Forum (2022), IEA (2022) and Harper et al. (2019).
This figure presents the EV value chain and highlights key environmental risks at each stage, along with strategic responses from Tesla and BYD.
Even though electric vehicles (EVs) are better for the environment, their production still has some negative effects. Extracting lithium, nickel, and cobalt can potentially cause water shortages, land degradation, and social instability (World Economic Forum, 2022). A further factor that could worsen future waste problems is the limited ability to recycle batteries. To tackle these hurdles, Tesla is making strides in developing batteries that don't rely on cobalt, alongside refining its recycling processes. BYD is also using LFP technology to lessen its reliance on materials that are rare and hard to obtain.
[bookmark: _Toc214460713]4.4 Environmental Opportunities and Threats
Environmental factors present both opportunities and risks. Businesses can benefit from the combination of growing consumer demand, government financial support, and a more positive public view of environmentally friendly products. However, these groups face challenges, including stricter audit requirements, increased global scrutiny of their sustainability efforts, and the possibility of future resource shortages. Therefore, companies should consider their environmental responsibilities when creating future strategies.
[bookmark: _Toc214460714]5. Task 2: Strategic Responses of Pioneers and Followers
Figure 7 – Strategic Response Framework: From Macro Forces to Firm Strategy
[image: ]

Source: Developed using concepts from Porter (1980), Ansoff (1957) and Lieberman & Montgomery (1988).
This figure provides an overview of how the selected technological and environmental forces translate into distinct strategic responses by Tesla and BYD, reflecting their roles as pioneer and follower respectively.

[bookmark: _Toc214460715]5.1 Strategic Responses of Tesla (Pioneer)
[bookmark: _Toc214460716]5.1.1 Application of Ansoff’s Growth Matrix
Market Penetration through Customer Experience Enhancement
Entering new markets frequently depends on meeting the demands of existing clientele. 
Tesla's primary focus is on refining its current offerings. This is achieved through the consistent deployment of software updates. The latest updates improve how the cars handle, add new safety measures, and extend their driving range. These enhancements accomplish two things. They show existing customers that they're appreciated, and they also attract new ones, who are frequently impressed by Tesla's reputation for ongoing innovation
Product Development through Innovation Intensity
Tesla’s growth is largely driven by relentless product development. The introduction of advanced battery designs, AI-based autonomous systems, smart manufacturing methods and the Cybertruck demonstrates continuous innovation. Tesla invests heavily in research and development, with R&D intensity consistently higher than most traditional automakers (Statista, 2024). This reinforces its pioneering image and differentiation strategy.
Market Development via Global Gigafactory Expansion
Tesla's expansion is driven by an insatiable appetite for new ideas. Tesla's relentless drive to stay ahead of the competition is clear in its self-driving advancements, battery breakthroughs, and the eagerly awaited Cybertruck. Statista's analysis of 2024 research and development expenditures shows Tesla's spending far exceeded that of its more established rivals. This significant investment highlights the company's enduring dedication to innovation. 
The construction of gigafactories is a key factor in the global expansion of markets. 
Tesla is constructing gigafactories globally, a move that reflects its growing global footprint. This approach ensures customer needs are met, accelerates production timelines, cuts down on shipping expenses, and maintains adherence to local laws.
Diversification into Renewable Energy Solutions
Tesla's venture into renewable energy has showcased its abilities, extending far beyond the realm of automobile manufacturing. Solar roofs and energy storage systems are two examples. This expansion into fresh markets supports global environmental objectives, solidifying Tesla's status as a frontrunner in the renewable energy sector.

[bookmark: _Toc214460717]5.1.2 Porter’s Differentiation Strategy and Tesla’s Competitive Advantage
Tesla's success hinges on its knack for differentiation. Their name alone suggests high-end products, a reputation forged through the effortless blending of their cutting-edge technology and software. This strategy, though, demands rapid scaling to retain current customers (Grant, 2021).

[bookmark: _Toc214460718]5.1.3 Tesla’s Environmental Strategy as a Competitive Lever
Tesla capitalizes on the worldwide drive toward sustainability, presenting itself as an environmentally conscious brand. The company collaborates with recycling initiatives, prioritizes ethical sourcing, and invests in renewable energy ventures. Despite some progress, there's still skepticism about ethical labor standards and how transparent supply chains are (Hoffman & Radojevic, 2022).
[bookmark: _Toc214460719]5.2 Strategic Responses of BYD (Follower)
[bookmark: _Toc214460720]5.2.1 Application of Ansoff’s Growth Matrix
Market Penetration through Affordability and Scale
To successfully enter new markets, offering affordable and comprehensive customer accommodations is essential. The goal is to attract a substantial number of customers by offering products and services at competitive prices. Consequently, growth picks up speed, and the company's position in the market solidifies. 

BYD's lineup includes affordable electric vehicles, bolstered by its extensive manufacturing capabilities. The company's ability to produce cars and their parts at a low cost is a direct result of its vertical integration approach. As a result, the growing affordability of electric vehicles is becoming more accessible to a wider range of consumers (Zhou & Li, 2022).
Product Development Focused on Incremental Innovation
Unlike Tesla, BYD's strategic approach focuses on small but significant improvements, especially in battery technology. BYD's LFP Blade Battery demonstrates their commitment to efficiency and safety, rather than simply chasing the fastest performance.
Market Development through International Expansion
BYD has been busy, forming strategic partnerships with key players throughout the EU, South America, and Southeast Asia. These collaborations are integral to the company's worldwide expansion plans. BYD's strong position in the commercial transportation sector is largely due to its widespread use of electric buses.
Diversification into Mobility Ecosystems
BYD has been expanding its horizons lately, moving into electric buses, cars, monorails, and semiconductors, among other things. This diversification strategy strengthens the company's position in the electric vehicle market while also reducing potential vulnerabilities.

[bookmark: _Toc214460721]5.2.2 Porter’s Cost Leadership Strategy and Competitive Position
This viewpoint suggests that a company's success depends on its ability to produce goods and services at the lowest possible cost. This approach could significantly affect a company's competitive position. Maintaining a tight budget can lead to either healthy profit margins or the capacity to undercut competitors on price. Gaining cost leadership can give a company an edge, especially when prices are being slashed or the economy takes a hit. Another benefit is the ability to move resources to different areas, such as innovation or marketing. If this approach requires constant monitoring of costs and operational 

performance, businesses might struggle to adapt to changing customer needs. 
BYD's main advantage is its ability to keep costs low. BYD's approach, building its own batteries, semiconductors, and motors, gives the company a firm grip on its manufacturing process. This, in turn, helps them maintain competitive pricing. This strategy gives you an edge when customers are especially focused on price changes.
[bookmark: _Toc214460722]5.2.3 BYD’s Environmental Responses and Sustainability Position
By aligning with China's environmental objectives, BYD presents itself as a company with a strong environmental conscience, capitalizing on its use of cobalt-free LFP batteries. As BYD expands globally, it will inevitably face increasing pressure to adhere to the stricter environmental regulations prevalent in Western markets. Despite these actions, BYD must continue improving global transparency and meeting the higher sustainability standards expected in European and North American markets.






[image: ]
Source: Constructed using insights from Statista (2024), Tesla (2023), BYD (2023) and IEA (2023).

This figure offers a summarized visual comparison of Tesla’s differentiation-oriented strategy and BYD’s cost-leadership approach, based on innovation, software capability, cost efficiency, global reach, and environmental positioning.




[bookmark: _Toc214460723]6. Conclusion
[bookmark: _Toc214460724]6.1 Summary of Key Insights
This study aimed to better understand the electric vehicle (EV) market, particularly the strategies used by both established companies and new entrants. The study focused on how environmental and technological factors affected the market. Tesla stays ahead of the game by constantly pushing boundaries and setting itself apart. This is different from BYD, which focuses on mass-producing vehicles and keeping costs down. Both approaches are vulnerable to changes in the environment and technology. Their capacity to adjust, though, hinges on what they're good at and where they stand in the marketplace.
[bookmark: _Toc214460725]6.2 Strategic Importance of Environmental Scanning
Environmental scanning is a strategic process that helps organizations find and understand external factors that could affect their goals. This process is crucial for strategic planning because it helps leaders understand the current situation and anticipate future changes. By regularly examining the external environment, organizations can spot opportunities and threats, which allows them to make better decisions and stay competitive. This proactive approach to environmental scanning helps organizations adjust their strategies, which is essential in today's constantly changing business world. 
The electric vehicle market's evolution shows that businesses need to keep a close eye on outside developments to remain competitive. To successfully implement strategic changes, reduce risks, and create lasting value, organizations must carefully consider technological advancements and sustainability issues. The success of companies like BYD and Tesla highlights the importance of considering the broader economic environment when creating different strategic approaches.
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Comparison Table: Tesla vs BYD Strategic Responses to Technological & Environmental Forces

	Strategic Dimension
	Tesla (Pioneer)
	BYD (Follower)

	Overall Strategic Orientation
	Differentiation leadership driven by high-performance technology, premium branding and breakthrough innovation.
	Cost leadership emphasising affordability, vertical integration, and large-scale mass-market penetration.

	Innovation Approach
	Breakthrough, radical innovation (e.g., 4680 batteries, FSD, Dojo supercomputer, Supercharger network).
	Incremental innovation (e.g., LFP Blade Battery) prioritising safety, durability and cost efficiency.

	Battery Technology Strategy
	High-energy density, high-performance nickel-based cells and structural battery packs aimed at long-range premium EVs.
	Low-cost LFP Blade Battery eliminating cobalt and reducing supply chain risk; optimised for mass-market EV affordability.

	Autonomous Driving & Software
	Strong focus on AI-driven autonomy and proprietary software ecosystems; OTA updates central to value creation.
	Moderate focus; relies on partnerships (e.g., Huawei, Nvidia) to accelerate ADAS functions; less software-centric.

	Market Positioning
	Premium, technologically advanced brand aimed at early adopters and high-income consumers.
	Affordable, value-driven brand oriented toward middle-income markets and fleet/bus operators.

	Ansoff: Market Penetration
	Enhances penetration via software updates, price adjustments, and ecosystem stickiness.
	Captures mass adoption through aggressive pricing, high production scale and domestic dominance in China.

	Ansoff: Product Development
	Strong product development with new models and continuous technological upgrades; high R&D intensity.
	Practical product development focusing on reliable, safe and cost-effective EV platforms.

	Ansoff: Market Development
	Global expansion via Gigafactories in Europe, China, US and Mexico.
	Expands through partnerships, overseas assembly plants and strong presence in public transport electrification.

	Ansoff: Diversification
	Energy storage, solar power, grid services, AI computing.
	Diversification into electric buses, trucks, monorails, batteries and semiconductors.

	Porter’s Generic Strategy
	Differentiation strategy. Unique technology + strong brand equity.
	Cost leadership strategy. Achieves lowest cost through vertical integration.

	Supply Chain Strategy
	Selective integration (e.g., vertical integration in software and batteries) but still reliant on global suppliers.
	Deep vertical integration across batteries, chips, motors and manufacturing—reducing cost volatility.

	Environmental Response
	Strong ESG positioning; renewable-powered factories; recycling partnerships (e.g., Redwood Materials).
	Focus on cobalt-free LFP tech; strong alignment with China’s sustainability policies; growing recycling capabilities.

	Competitive Strengths
	Strong global brand, superior autonomy, strong software ecosystem, innovation leadership.
	Scalability, cost efficiency, manufacturing dominance, affordability for mass markets.

	Competitive Weaknesses
	High production costs, supply chain vulnerabilities, premium pricing limits accessibility.
	Weaker brand recognition globally, slower technological leadership, reliance on domestic policy support.



20

image3.png
PESTEL IN THE EV INDUSTRY

o

POLITICAL
Political forces include
government incentives,
industral policies and
emissions regulations.

o

SOCIAL
Social forces relate to
societal values,
environmental awar eness
and changing mobility needs.

Q

ENVIRONMENTAL
Environmental forces
reflect climate imperatives,
pollution concerns and
sustainability goals

€]

ECONOMIC
Economic influences arise
from battery costs, inflation
raw material prices and
global supply chain stability.

o

TECHNOLOGICAL
Technological factors shape
innovation capabilties,
product performance
and R&D priorities

0

LEGAL
Legal factors include
safety standards, data
privacy regulations
and trade regulations

Economiforces include safety standards, data privacy
regulations and trade regulations.




image4.png
Cost (USD/kWh)

Global Battery Pack Cost Decline (2010-2023)
1200

1000 |
800}
600}
400}

200

2010 2012 2014 2016 2018 2020 2022
Year




image5.png
Battery Strategy Comparison: Tesla vs BYD

Tesla

4680 cells, high-nickel chemistries, performance focus

BYD
Blade Battery (LFP), safety & cost focus





image6.png
Reliance on External Partnerships

1

Auggnomous & Software Positioning: Tesla vs BYD

8t BYD
6 -
a4t
SJesla
2 -
00 2 4 6 8 10

In-House Software/Al Capability




image7.png
Climate Change Targets

Government EV Policies

Increased EV Adoption





image8.png
ining  Battery|Productidfehiclg Assembly Use Php





image9.png
Macro Forces:
Technology + Environment

Tesla (Pioneer) | BYIj (Follower)

BYD = Cost Leadership





image10.png
Tesla vs BYD Strategy Summary (Radar Chart)

Leadership

Global Pre

atipn Intensity

ental Positioning




image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





image2.png
Economic

Technological

Rvironmental




