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[bookmark: _Toc235380092]Executive Summary
This report advises BYD on the management of AI-driven risk in its connected-vehicle expansion across the United Kingdom and the European Union. Its central argument is that AI assurance, vehicle-data governance and safety evidence are strategic economic capabilities, not merely legal obligations. BYD must determine which controls require regional ownership and which lower-risk services can be outsourced without weakening accountability, speed or customer trust.
The UK and EU present related but distinct governance conditions. The UK remains more principles-based and regulator-led, while the EU combines GDPR, the Data Act and a staged AI Act regime. The UK Automated Vehicles Act 2024 is relevant to future authorised self-driving functions but is not a substitute for the rules currently governing ordinary driver-assistance systems. Under-governance could expose BYD to data misuse, safety remediation and trust shocks; disproportionate governance could raise costs and slow low-risk software updates. The appropriate response is proportionate, risk-based governance with non-negotiable legal and safety floors.
OLI, transaction cost economics, agency theory and marginal analysis are used to connect regulation with market-entry and make-or-buy decisions. Current registration data establish BYD's growing commercial exposure, while comparison with Tesla, Volkswagen and MG examines privacy transparency, ADAS wording, data-location evidence and supplier disclosure. Sensitivity analysis then identifies the conditions under which governance investment is economically defensible, rather than assuming that every additional control creates value.
The recommended model combines a UK/EU AI-risk unit, model-level data maps, risk-tiered product gates, clearer customer information, controlled supplier contracts and board-level economic monitoring. Regional risk leaders should have genuine stop-release authority where legal compliance, safety evidence or material customer harm is unresolved; these minimum conditions must not be commercially overridden. A staged 18-month plan assigns owners, measurable targets, resources and regulatory review triggers so that controls can evolve with the UK and EU regimes.
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[bookmark: _Toc235380093]1. Introduction
Artificial intelligence has become a global business challenge for automotive firms because electric vehicles are increasingly software-defined connected products. Vehicles now process location data, battery diagnostics, charging behaviour, mobile-app interactions, over-the-air updates and driver-assistance inputs. For BYD, this changes internationalisation. The company is no longer exporting only cars; it is exporting a data-driven mobility system that must be trusted by regulators, customers, fleet buyers and insurers.
This report advises BYD, a Chinese multinational new energy vehicle company, on AI-driven risk management in the UK and European Union. The comparison is analytically valuable because the UK relies more heavily on principles applied by existing regulators, whereas the EU has adopted a more codified and staged framework. Treating them as separate regulatory and commercial environments makes it possible to identify which controls should be common and which decisions require regional adaptation.
The report's research question is: how should BYD manage AI-driven risk in the UK and EU while preserving the cost advantage and speed that support its international growth? This question matters because BYD's competitive model is double-edged. Vertical integration, battery expertise and fast product renewal are ownership advantages, yet they can also encourage headquarters-led software decisions and launch-first routines. If privacy, ADAS transparency and supplier assurance are added late, BYD may face regulatory and trust problems. If governance becomes excessive, BYD may lose the price and time-to-market advantages that helped it grow.
The report therefore treats AI governance as a strategic economic decision. It links regulation to internalisation, outsourcing, marginal cost, price elasticity and organisational decision rights, then tests the resulting recommendations against competitor practices and adverse scenarios. UK and EU figures are kept geographically distinct wherever the underlying datasets permit; Europe-wide data are not treated as EU-only evidence.
[bookmark: _Toc235380094]2. Analytical Framework and Comparative Design
The analysis uses a focused set of connected lenses. PESTLE identifies the political, economic, legal, technological and social conditions that change the value and risk of connected vehicles. Institutional theory explains why BYD requires legitimacy as well as formal compliance, while dynamic capabilities test whether it can reconfigure product-release, data and dealer routines across markets. OLI addresses market-entry choices; transaction cost and agency theory address control boundaries and decision rights; marginal analysis and stress testing evaluate affordability and expected loss. Environmental and cultural factors also matter: AI can improve battery efficiency but increase computing demand, while privacy, autonomy and corporate-trust expectations differ across BYD's UK and EU markets.
Institutional pressures are not symmetrical. Regulators, privacy professionals, consumer groups, safety engineers, fleet buyers and insurers create coercive and normative expectations, while established manufacturers provide mimetic benchmarks (DiMaggio and Powell, 1983). A comparable failure may therefore carry a larger legitimacy penalty for a Chinese connected-vehicle entrant if it is interpreted through national-security or strategic-autonomy narratives.
Dynamic capabilities theory asks whether BYD can sense regulatory change, seize commercial opportunities and transform routines abroad (Teece, 2007). BYD is demonstrably strong at scale and rapid product renewal, but the more difficult test is reconfiguration: giving regional teams usable evidence, decision authority and supplier visibility without reproducing a slow approval process for every software update.
Transaction cost economics determines which AI and data functions should be internalised because asset specificity, uncertainty and monitoring costs vary by risk (Coase, 1937; Williamson, 1985). Agency theory frames conflicts between Shenzhen headquarters, UK/EU risk teams, dealers and suppliers (Jensen and Meckling, 1976). OLI links these governance choices to exporting, local production and regional capability (Dunning, 1988), while marginal-cost, elasticity and scenario analysis test whether the proposed controls protect rather than erase BYD's price advantage.
[bookmark: _Toc235380095]2.1 Applying and critiquing the theoretical tools
These theories are useful but incomplete. Institutional theory can understate geopolitical asymmetry, dynamic capabilities do not allocate decision rights, and OLI may underweight data-related reputational liability. Regulation of connected and automated vehicles is also a 'wicked' problem because safety, data, infrastructure and institutional responsibilities interact (Dunphy, 2024). Evidence also shows that governments act simultaneously as regulators, facilitators and participants, so policy cannot be reduced to a single compliance burden (Schepis et al., 2023).
The frameworks are therefore applied as decision tools rather than labels. Legal compliance and substantiated safety are fixed constraints. Above that floor, BYD should vary control intensity according to the severity, reversibility and evidence requirements of each use case, internalising high-impact assurance while fast-tracking low-risk changes. This proportionate approach is more defensible than either minimum compliance or maximum governance.
[bookmark: _Toc235380096]3. Main Findings
[bookmark: _Toc235380097]3.1 BYD positioning, market data and competitor context
BYD is now large enough in the region for AI risk to have commercial significance. BYD UK reported 51,422 registrations and a 2.55% full-year UK market share in 2025, compared with 0.45% in 2024 (BYD UK, 2026a). Autovista24 reported 187,112 BYD battery-electric registrations and a 4.8% share across its Europe-wide dataset (Autovista24, 2026). Because that dataset is labelled 'Europe', it is not treated here as EU-only and should not be added to the UK figure. For the EU specifically, ACEA recorded 1,880,370 new battery-electric registrations and a 17.4% BEV share in 2025 (ACEA, 2026).
BYD's growth relies on cost leadership and rapid product renewal. For example, BYD UK's DOLPHIN PCP page listed on-the-road prices of GBP 30,230 and GBP 31,730 for Comfort and Design versions before retailer discounts (BYD UK, 2026b). This places BYD in a price-sensitive competitive field against MG, Tesla price cuts, Volkswagen's ID range and other mainstream EVs. A governance system that adds hundreds of pounds per vehicle matters. Equally, a data or ADAS incident could damage the trust needed to convert rapid registrations into durable brand loyalty.
BYD's ownership advantage is also different from MG (SAIC) or many European incumbents. It controls batteries, electric drivetrains, electronics and much software-hardware integration. This can make privacy-by-design and ADAS evidence faster if embedded early, because fewer external interfaces need negotiation. However, the same integration can centralise accountability in China and create a gap between public privacy language and auditable UK/EU data flows.
The benchmark is commercially important because Tesla competes on software visibility, Volkswagen on institutional trust and MG on value. BYD can combine integrated cost with stronger assurance, but price alone may not persuade fleet buyers if data flows, ADAS naming or update accountability appear weaker than those of rivals. Privacy transparency and driver-assistance wording are therefore market-positioning variables, not only back-office compliance matters.
[bookmark: _Toc235380098]3.2 UK/EU regulation and the geopolitics of AI enforcement
The UK and EU regulate AI and vehicle data through different institutional designs. The UK government's framework is principles-based and relies on existing regulators to apply safety, transparency, fairness, accountability and contestability within their remits (DSIT, 2023). UK GDPR and ICO guidance already apply to relevant personal-data processing (ICO, 2023). The Automated Vehicles Act 2024 establishes the future authorisation and responsibility framework for vehicles capable of driving without human monitoring or control, but full implementation is planned for 2027 (UK Parliament, 2024; UK Government, 2025). Ordinary Level 2 ADAS should therefore not be described as already authorised self-driving technology.
The EU is more codified but its obligations must also be classified carefully. GDPR and the Data Act apply to personal data and access to connected-product data, while the AI Act uses a staged, risk-based framework (European Commission, 2024a; 2025a; 2025b). Not every in-vehicle algorithm is high-risk: the classification depends on the function and whether the system is a safety component of a regulated product. At the time of writing, Commission implementation material indicates an extended transition to 2 August 2028 for high-risk AI embedded in regulated products (European Commission, 2026a). BYD therefore needs a live classification register rather than treating all ADAS, chatbots and analytics as one regulatory category.
These formally nationality-neutral rules can still operate as capability barriers. Firms with local legal teams, technical files, regulator relationships and data infrastructure can produce evidence at lower cost. BYD also faces industrial-policy scrutiny: the EU's 17.0% countervailing duty on BYD's China-made BEVs demonstrates that market access is already politically conditioned (European Commission, 2024b). Because governments can regulate, facilitate and participate in emerging mobility markets at the same time, BYD must manage policy relationships as well as technical compliance (Schepis et al., 2023).
Geopolitical amplification increases expected loss beyond a fine or recall. In the UK, a principles-based system places greater responsibility on BYD to justify its judgement to the ICO, safety authorities, fleet buyers and insurers. In the EU, incomplete classification, technical documentation or data-access arrangements may create more direct evidence and market-access problems. In both regions, an incident can move from a technical fault to consumer scrutiny, regulatory investigation, procurement hesitation, insurer caution and weaker residual values. Trust is therefore a transmission mechanism between governance quality and commercial performance, but the route and timing of that transmission differ by market.
Trust effects also differ by customer segment. Private buyers may respond mainly to understandable permissions, safety communication and monthly affordability, whereas fleets and leasing companies place greater weight on audit evidence, incident response, residual values and insurer acceptance. BYD should not infer trust from registrations alone: rapid sales growth can coexist with weak long-term confidence. Separate UK and EU measures should include fleet tender outcomes, opt-out behaviour, complaints per 10,000 vehicles, dealer explanation scores and post-update sentiment, with pre-defined escalation thresholds.
The mechanism is cumulative. A routine software or data fault first creates a technical issue; then consumer groups ask whether customers understood the risk; regulators ask whether documentation and post-market monitoring were adequate; media narratives connect the issue with Chinese connected technologies; and commercial partners ask whether procurement exposure is worth the discount. This chain of consequences may be more commercially significant than a single regulatory fine. In a politically sensitive sector, weak AI assurance can become a non-tariff market-access cost even when the legal rule is formally neutral.
[bookmark: _Toc235380099]3.3 Data governance and third-party AI supplier control
BYD's public privacy materials are a starting point rather than proof. BYD UK provides a privacy policy and data-protection contact, and BYD Europe states that it uses privacy measures in product design, cloud services and data-compliance programmes (BYD Europe, 2024; BYD UK, 2024). BYD's Data Act notice also explains that users may request product and related-service data and ask BYD to transmit data to a third party (BYD Europe, 2026). These statements are useful, but regulators would ask for operational evidence: what data are collected by model and service, where they are stored, who can access them, how long they are retained, and whether they are used for model training or diagnostics.
Vehicle data pass through the car, app, dealer, cloud, mapping, customer-service and update environments. A model-level register should identify the controller and processor, purpose, lawful basis, retention period, storage location, international transfer, recipient, training use and deletion route for every material data flow. High-risk processing should also link to a DPIA, security test and named product owner. The register must be reconciled with supplier contracts and actual telemetry logs: a policy-level map that is not verified against system behaviour would reproduce the same evidence gap it is intended to solve.
Governance must continue after release. Over-the-air updates can change functionality, data collection and risk without a physical recall, so each material update should trigger change-impact screening, regression testing and confirmation that customer information remains accurate. Post-market monitoring should combine incident logs, near-miss reports, complaints, cybersecurity alerts and model-drift indicators. Where an update changes purpose or introduces a new recipient, the privacy notice, DPIA and supplier register should be revised before deployment rather than retrospectively.
Third-party governance is important even for a vertically integrated manufacturer. Cloud, mapping, app analytics, cybersecurity, dealer and diagnostic providers create shared attack surfaces and fragmented responsibility. Research on connected and automated vehicles identifies regulatory fragmentation, stakeholder coordination and lifecycle cybersecurity as persistent governance problems (Khan et al., 2023). Transaction cost economics therefore supports internal control of high-risk data architecture, ADAS assurance, transfer assessments and safety monitoring, while lower-risk tools may be outsourced under audit rights, data-location limits, model-training restrictions, incident deadlines, change logs and tested exit plans (Coase, 1937; Williamson, 1985).
Algorithmic accountability should therefore be operationalised rather than treated as a citation label. For BYD, this means a named owner for each high-impact AI function, a documented purpose, training-data restrictions, pre-release safety and bias tests, human-override design, post-market monitoring, incident logs and independent audit evidence (Kroll et al., 2017; Raji et al., 2020). The audit trail must follow the system from design to dealer use, because regulators and customers will judge BYD's outcome, not the internal boundary between BYD and a supplier.
The supplier issue is also a make-or-buy problem. If BYD uses external cloud or AI-diagnostic tools, the headline licence cost may be lower than building internal capability, but hidden transaction costs rise when contracts need transfer-impact assessment, incident drills, security testing, termination rights and continuous audit. For high-impact functions, the lowest-cost vendor may become strategically costly if it creates evidence gaps after an incident. BYD should therefore calculate supplier cost as licence fee plus monitoring cost plus expected failure cost, not licence fee alone.
[bookmark: _Toc235380100]3.4 Trade theory implications for BYD's UK/EU strategy
Dunning's OLI framework helps explain BYD's internationalisation path by linking ownership, location and internalisation advantages to cross-border expansion choices (Dunning, 1988). The ownership advantage is clear: battery technology, vertical integration, cost control, manufacturing scale and software-hardware coordination. These resources allow BYD to challenge incumbents on price and technology. However, ownership advantage is no longer enough once trade policy raises import cost and data rules raise governance cost. The EU's 17.0% countervailing duty weakens the comparative advantage of China-based production by turning low-cost exporting into tariff-exposed exporting.
Location advantage differs between the two markets. The UK combines a large fleet channel with a 33% zero-emission car target for 2026 under the Vehicle Emissions Trading Schemes, creating demand-side pressure without the EU's BYD-specific countervailing duty (Department for Transport, 2026; European Commission, 2024b). The EU offers single-market scale but also tariff exposure and more demanding data and AI documentation. Brexit means one regional platform may provide operational economies, but it cannot automatically satisfy both UK authorisation and EU conformity requirements.
BYD's engagement choices include China-based exporting, EU production, dealer and fleet partnerships, and regional digital or cloud capability. These decisions should not be collapsed into one localisation question. EU production can reduce tariff exposure but does not by itself establish lawful data flows or regional release authority; UK importing can preserve scale economies but still requires local assurance and dealer accountability. A partnership transfers tasks, not ultimate reputational responsibility. BYD should therefore compare each option across landed cost, fixed investment, evidence ownership, reversibility and regulatory learning, using staged commitments where uncertainty remains high.
A practical option appraisal should therefore compare exporting, local production and partnership routes under the same criteria. Exporting offers low fixed commitment and scale but greater tariff and political exposure; production inside the EU reduces border cost but creates capital and utilisation risk; partnerships accelerate access but may weaken evidence ownership. Regional digital assurance is required under all three routes. This separates the physical mode of entry from the governance mode and prevents OLI from becoming a descriptive label rather than a decision framework.
Internalisation advantage is strongest for AI and vehicle-data governance. BYD could use AWS, Azure or other local cloud nodes, but it should not outsource strategic accountability. The correct distinction is between infrastructure outsourcing and governance internalisation. BYD can buy cloud capacity, cybersecurity tools and legal advice, but the data architecture, risk-tiering logic, ADAS evidence and customer-facing explanations should remain under BYD-controlled UK/EU governance. That preserves strategic knowledge and reduces dependency on suppliers whose incentives may differ from BYD's long-term trust objectives.
Comparative advantage also changes over time. BYD's original advantage comes from China-based scale, battery learning curves and integrated supply chains. EU trade defence reduces the value of that advantage at the border, while UK/EU data and AI rules require local evidence that cannot be shipped as cheaply as hardware. The strategic implication is that BYD should not treat the UK and EU as identical export destinations. It should keep export flexibility where tariffs are lower, but build local assurance capability where regulatory evidence is a recurring asset.
[bookmark: _Toc235380101]3.5 Macroeconomic and Microeconomic Decision-Making
The economic question is not whether governance is desirable, but when it produces value. Consider a transparent sensitivity range rather than a forecast. At 100,000 vehicles and an assumed contribution of EUR 2,000 per unit, annual contribution is EUR 200 million. If a severe incident affects 20-40% of that contribution and adds EUR 5-10 million of remediation, impact ranges from EUR 45-90 million. At an assumed annual probability of 2-5%, expected loss ranges from EUR 0.9-4.5 million. A first-year programme costing EUR 2-4 million is therefore not automatically justified. It reaches break-even only if it materially reduces probability or severity over several years, or creates measurable approval-speed, fleet-retention or trust benefits. These assumptions should be replaced with BYD internal data before investment approval.
Tariff analysis also requires the correct base. EU ad valorem duties are normally calculated on customs value, not the final retail price (European Commission, 2026b). If an imported vehicle has an illustrative customs value of EUR 20,000, a 17.0% duty equals EUR 3,400. Passing through half would add EUR 1,700, or 5.7% of a EUR 30,000 retail price. With an illustrative demand elasticity of -1.0 to -1.5, volume could fall by approximately 5.7-8.6%; absorbing the duty would instead reduce contribution. The calculation is a sensitivity test, not an estimate of BYD's actual customs value or demand elasticity.
Current macroeconomic conditions reinforce the need for separate UK and euro-area decisions. In June 2026 the Bank of England maintained Bank Rate at 3.75%, while the ECB deposit facility rate rose to 2.25% (Bank of England, 2026; ECB, 2026). UK CPI was 2.8% in May and euro-area inflation was estimated at 2.8% in June (ONS, 2026; Eurostat, 2026). The higher UK policy rate can place greater pressure on PCP and fleet-finance affordability, while the EU tariff creates a larger direct import-cost problem. Exchange-rate movements between CNY, GBP and EUR add another margin risk. BYD should therefore model monthly payment sensitivity in the UK and customs-value, localisation and member-state demand scenarios in the EU rather than applying one regional price assumption.
Governance cost should be evaluated in the same way. A EUR 500 per-vehicle burden across 100,000 units would cost EUR 50 million before any demand response, whereas a reusable assurance capability costing EUR 20-40 per unit is easier to absorb. The objective is not to minimise compliance expenditure but to fund controls whose avoided loss or commercial benefit exceeds their lifecycle cost. Approval should therefore use low, base and high cases, a three-year horizon and explicit assumptions about risk reduction.
The wait-or-invest decision favours staged commitment. BYD should build high-impact ADAS, privacy and supplier-assurance capability now, but release further budget only when evidence shows lower incident exposure, faster approval or improved fleet and customer outcomes. Low-risk services can remain outsourced under audit rights. Quarterly horizon scanning should update the classification register when UK secondary legislation, EU AI Act guidance or connected-vehicle rules materially change.
[bookmark: _Toc235380102]3.6 Ethical AI, ADAS trust and competitor benchmark
Ethical AI extends beyond accurate marketing language. Customers must understand the limits of assistance, retain meaningful control over location, camera and app data, and have access to human review where automated outputs affect safety, insurance or service decisions. Driver-monitoring or risk-scoring systems may also perform unevenly across demographic groups, while opaque updates can weaken meaningful consent and contestability (Floridi and Cowls, 2019; Gros et al., 2025). Tesla's prominent Autopilot and Full Self-Driving terminology illustrates why disclaimers do not always eliminate over-reliance even when the driver remains responsible (Tesla, 2026a; 2026b).
Trust should be supported by current consumer evidence rather than inferred only from corporate policy. Research links trust and perceived risk directly with willingness to adopt automated vehicles (Kenesei et al., 2022). A 2025 stated-preference study also found that data ownership and storage location influenced consumer choice, although its mainland-China sample limits direct transfer to UK/EU customers (Huang and Qian, 2025). BYD should therefore test plain-English ADAS explanations and privacy choices with UK and EU users, then benchmark public evidence against Tesla, Volkswagen and MG. Using Mayer, Davis and Schoorman's (1995) framework, BYD must demonstrate ability, integrity and benevolence rather than assuming that sales growth proves trust.
The benchmark indicates relative disclosure, not the quality of undisclosed internal controls. Tesla offers strong customer-facing data tools but carries naming and over-reliance risk; Volkswagen provides more service-specific EEA processing information; MG clearly states driver responsibility but publishes less connected-service detail. BYD can differentiate through model-level data categories, clearer assistance limits and supplier-assurance principles. The review should be repeated annually using the same evidence criteria and a dated source record.
The annual benchmark should follow a fixed protocol: identical UK/EU webpages and manuals, a recorded review date, defined disclosure indicators and two independent reviewers. Each claim should distinguish verified disclosure, partial disclosure and no public evidence. BYD should also compare customer outcomes, not only document volume, because lengthy policies can satisfy formal transparency while remaining unusable. This method makes year-on-year change measurable and reduces the risk that the table reflects selective searching or assumes that unpublished controls do not exist.
Table 1. Public UK/EU customer-material benchmark
	Brand
	Privacy transparency
	ADAS wording
	Location/storage evidence
	Supplier disclosure

	BYD
	UK/EU privacy contacts and Data Act notice; limited model-level detail.
	Needs consistent driver-responsibility wording for each feature.
	European controls are described, but model-level transfer evidence is limited.
	Limited public audit detail; an assurance statement would differentiate.

	Tesla
	Strong customer portal and access tools; extensive camera/location processing remains salient.
	Autopilot/FSD carries higher over-reliance risk despite disclaimers.
	Some local or non-identifying processing stated; infrastructure detail remains limited.
	Limited public vendor-audit detail; greater internal software capability.

	Volkswagen
	Service-specific VW Connect explanations and EEA processing language.
	Travel Assist/IQ.DRIVE is framed as assistance, reducing autonomy ambiguity.
	EEA processing is the general rule, with qualified third-country transfers.
	Mature compliance structure; public AI-vendor audit detail remains limited.

	MG (SAIC)
	UK privacy and dealer/customer explanations; less connected-service detail.
	MG Pilot states that the driver remains responsible.
	Limited public localisation detail creates a comparable trust question.
	Limited public supplier-audit disclosure.


Source: assessment of publicly available UK/EU customer materials at 12 July 2026 (BYD Europe, 2024; BYD Europe, 2026; BYD UK, 2024; Tesla, 2026a; Tesla, 2026b; Volkswagen AG, 2026; MG Motor UK, 2026a; MG Motor UK, 2026b). Absence of public disclosure is not evidence that an internal control is absent.
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Stress testing should distinguish revenue timing, contribution loss, remediation and long-term trust effects. The ranges below are decision assumptions, not forecasts, because BYD's incident probabilities, customs values and model-level margins are not public. Management should replace them with internal data and calculate separate GBP and EUR cases before approving investment.
Table 2. Illustrative AI-risk stress-test scenarios
	Scenario
	External benchmark
	BYD trigger
	Decision range

	Connected-data misuse
	GM/OnStar location-data action shows purpose and disclosure risk (FTC, 2025).
	Dealer, cloud or analytics use exceeds the stated purpose.
	Assume 10,000 users affected and EUR 100–250 support/remediation each: EUR 1–2.5m direct cost, plus enforcement and churn.

	ADAS remediation
	Tesla's US Autosteer/FSD filings show recall scale, but are not UK/EU forecasts (NHTSA, 2023a; 2023b).
	A feature is misunderstood or requires OTA/dealer action.
	At 100,000 vehicles and EUR 50–100 per vehicle, direct cost is EUR 5–10m before litigation or contribution loss.

	Launch restriction
	EU connected-vehicle rules require demonstrable purpose limitation and user control (EDPB, 2021).
	Evidence gaps delay a high-impact release by 30 days.
	For 10,000 units at EUR 2,000 contribution, 25–50% permanent defection implies EUR 5–10m contribution loss; delayed sales are not counted as lost.

	Over-governance
	Duplicated approvals can raise cost and slow low-risk updates.
	UK/EU teams repeat low-risk reviews without shared evidence.
	EUR 500 per vehicle across 100,000 units equals EUR 50m before elasticity effects; fast-track controls should prevent this case.


Note: the scenarios deliberately use contribution-at-risk and direct cost rather than treating temporarily delayed revenue as a realised loss. Each assumption should be reported with a low, base and high case.
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BYD should adopt proportionate, risk-based governance: non-negotiable legal and safety evidence for high-impact systems, accelerated review for low-risk functions and commercial stress testing before major software or market decisions. Risk tiers should reflect severity, reversibility, personal-data sensitivity, degree of automation and regulatory classification. This turns compliance into a repeatable product capability without describing the objective as 'minimum' governance.
The first recommendation is a UK/EU AI-risk and compliance unit covering privacy engineering, ADAS assurance, cybersecurity, product, legal, suppliers, dealers and finance. An initial 8-12 roles plus specialist testing and legal support could cost approximately EUR 2-4 million equivalent in year one; UK expenditure should be budgeted and reported separately in GBP. The board should release later funding only against risk reduction, approval-time and customer outcomes, avoiding a claim that cost per vehicle alone proves value.
This unit should not be a conventional committee that meets after launch. It should be embedded in product gates: concept design, data-architecture approval, beta testing, dealer training and post-market monitoring. That integration is where BYD's vertical model can become an advantage. If privacy engineers and ADAS assurance leads join early, the firm can avoid expensive redesigns and create reusable evidence packs for later models. Compliance then becomes a repeatable capability, not a one-off cost for each launch.
The second recommendation is enforceable decision rights. Regional AI-risk leads should have stop-release authority for unresolved legal non-compliance, insufficient safety evidence or a credible risk of material customer harm. Disagreement with Shenzhen should be escalated to a board risk committee through a written record of evidence gaps, expected commercial benefit and customer consequences. Finance may inform the decision but cannot authorise release below the legal or safety floor.
Headquarters should retain global software architecture, while UK/EU teams control regional release readiness for high-impact features. Low-risk infotainment and app changes may use a fast track. A commercial exception is permissible only for controls above the mandatory legal and safety baseline, must be time-limited, and requires independent risk-committee approval, named remediation actions and a review date. Statutory duties, unresolved safety evidence and material customer-harm controls cannot be overridden.
The third recommendation is a competitor-facing transparency strategy. BYD should publish a customer data dashboard, model-level data categories, plain-English ADAS limitations, software-update notes and a short supplier-assurance statement. The aim is not to reveal trade secrets but to reduce the trust discount attached to Chinese connected vehicles. Draft explanations should be tested with UK and EU customers and dealers before release. Comprehension, opt-in clarity and the ability to distinguish assistance from self-driving should be measured; publication alone is not evidence that customers understood the information.
The fourth recommendation is staged internalisation. BYD should internalise high-risk data architecture, ADAS evidence, transfer assessment, audit trails and final release accountability. Cloud infrastructure, generic analytics and low-risk customer-service AI may be outsourced under data-location controls, model-training restrictions, audit rights, incident deadlines and exit clauses. Each critical service should have a tested portability plan and an alternative provider or internal fallback. This preserves strategic knowledge and avoids supplier lock-in without requiring BYD to build every technical component itself.
Board monitoring should connect risk and strategy. The quarterly dashboard should separate UK and EU tariff or customs exposure, financing conditions, governance cost per vehicle, high-risk flows mapped, incidents, complaints, supplier audits, approval-cycle time and margin after compliance. It should also record material regulatory developments and require the classification register and evidence packs to be refreshed within 30 days of a significant change. This keeps governance future-ready.
Table 3. Eighteen-month implementation plan
	Timing
	Action and owner
	SMART target
	Resource, dependency and risk control

	0–3 months
	Regional DPO and data architect: map data and classify AI/ADAS functions.
	100% of in-market connected services mapped; every high-impact function has an owner, legal basis and risk tier.
	EUR 0.3–0.5m equivalent; depends on dealer/cloud access. Escalate missing supplier evidence by Day 45.

	3–6 months
	Regional COO and AI-risk lead: establish unit and release rights.
	8-12 roles appointed; policy board-approved; median high-risk review ≤20 working days; zero legal/safety overrides.
	EUR 1.2–2.0m equivalent; use an independent board-risk escalation route.

	6–9 months
	Supplier-audit manager: amend critical contracts and run incident drills.
	100% of critical suppliers covered by audit, training-data, location, notice and exit clauses; ≥90% drill SLA compliance.
	EUR 0.4–0.8m equivalent; prioritise vendors handling location, camera, biometric or ADAS data.

	9–12 months
	Customer and dealer lead: launch model-level dashboard and ADAS explanations.
	All UK/EU connected models covered; 100% dealers trained; complaint baseline set and 10% reduction targeted by Month 18.
	EUR 0.3–0.6m equivalent; validate wording with UK/EU user testing before launch.

	12–18 months
	Board risk committee: institutionalise assurance, economics and horizon scanning.
	Quarterly stress tests; cost ≤EUR 40 per vehicle at 100,000 units; evidence packs updated within 30 days of a material rule change.
	Release scale funding only where risk reduction, approval speed or trust benefit is evidenced.



[bookmark: _Toc235380105]5. Conclusion
BYD's UK/EU AI challenge is to govern software, data and automated functions in markets where regulation, geopolitics, affordability and trust interact. The UK offers flexible but less codified accountability; the EU imposes more structured evidence requirements, although implementation remains staged. Current ADAS, future authorised self-driving systems and lower-risk customer analytics must be classified separately. A common assurance core can create economies, but release authority, macroeconomic assumptions and legal evidence require regional adaptation.
OLI and transaction cost logic support internal control of high-impact assurance while permitting tightly governed outsourcing of lower-risk infrastructure and services. Marginal analysis does not prove that governance always pays: it establishes the break-even conditions that BYD must test with internal probability, margin and risk-reduction data. Current UK financing conditions and EU tariff exposure also show why one price and currency assumption is insufficient.
The recommended path is proportionate and evidence-led: genuine regional stop-release authority, lifecycle supplier control, tested customer transparency, measurable implementation targets and quarterly regulatory and economic review. Legal compliance, substantiated safety and protection from material customer harm remain non-negotiable. If BYD embeds these disciplines in its vertically integrated development model, assurance can support market access and trust without imposing the same control burden on every software change.
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