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[bookmark: _Toc225427949]1. Introduction 
The worldwide shift to sustainable transportation has tremendously boosted the development of the electric vehicle (EV) market. This is due to the rising awareness of environmental issues, technological innovations, and the governmental policies within the global EV industry. With the rising competition, organisations resort to various strategic positions in order to achieve competitive advantage especially as lead players or follow players in the market. This report dwells on a comparative study of Tesla as a pioneer organisation and BYD as a follower in the EV business. Tesla is also well-known in terms of first-mover advantage and innovation-driven strategy whereas BYD has now become a potent rival based on its cost-effectiveness and quick growth in the market. 
The macro marketing environment also ensures that an organisation understands the external opportunities and threats within the marketing environment that determine the strategic decisions made by organisations (Wang et al., 2025). The PESTLE framework is a helpful tool to analyse such external factors in a systematic way. In this regard, the report discusses two macro factors, namely the government policies and regulations, and the innovation and battery technology, as they are critical to the EV industry. The report compares the differences between the influence of these macro factors on Tesla and BYD on their competitive positions. It goes ahead to point out the strategic implications of these external forces within the changing global EV market.
[bookmark: _Toc225427950]2. Task 1: Critical Analysis of the Macro Marketing Environment 
[bookmark: _Toc225427951]2.1 Macro Marketing Environment
The macro marketing environment indicates the external forces which impact the organisational performance and strategic decisions that go beyond the managerial control. The PESTLE framework is used to analyse the forces, and the firms are ultimately able to identify the opportunities and threats associated with the business. The two macro factors which are chosen for the study includes government policies and regulations and innovation and battery technology. These factors are chosen since they have a direct impact on the growth and competitiveness of Tesla and BYD within the electric vehicle industry. Government policies, such as subsidies, tax incentives, and emission regulations, significantly influence market demand and entry conditions (Gil Ribeiro et al., 2025). Meanwhile, technological advancements, particularly in battery efficiency and charging infrastructure, determine product performance and cost structures. These factors hold strategic significance as the global EV industry is policy driven as well as innovation intensive. While Tesla relies on technological leadership, BYD gains advantages due to supportive regulatory environments and cost-efficient innovations. These factors help both Tesla and BYD to gain competitive advantage in the global electric vehicle industry. 
	Factors
	Description

	Political
	Government policies, subsidies, trade regulations affecting business operations

	Economic
	Inflation, income levels, economic growth influencing demand and costs

	Social
	Consumer attitudes, lifestyle changes, environmental awareness

	Technological
	Innovation & battery technology, R&D, automation, new technologies impacting products

	Legal
	Laws, regulations, compliance requirements for businesses

	Environmental
	Sustainability issues, climate change, environmental regulations


Table 1: PESTLE framework
(Source: Self-developed)
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[bookmark: _Toc225427953]2.2.1 Impact on the Pioneer Organisation (Tesla)
The opportunities and challenges of Tesla as a pioneer in the EV industry are associated with government policies and regulations. On the one hand, positive policies like subsidies, tax deductions and emission laws in the United States and Europe have greatly helped Tesla to grow in its early development as it has boosted consumer demand towards electric cars (Liu et al., 2025). In other cases, Tesla has encountered difficulties in entering certain countries like China and India because of the import duties and localisation. This restricts its capacity to tap into emerging markets wholly as opposed to the domestic players. Figure 1 presents the global EV manufacturing capacity showing Tesla’s facilities in the U.S. and Europe alongside expanding operations in China. This stresses the strategic response of Tesla to regulatory pressures with localisation of production. Hence, government policies have a mixed effect as initially they allowed Tesla to dominate the market, but increasing regulatory complexity across regions challenged its scalability and cost structure.
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Figure 1: Tesla Vs BYD: EV production capacity
(Source: EVBoosters, 2024)
[bookmark: _Toc225427954]2.2.2 Impact on the Follower Organisation (BYD)
Government policies and regulations bring good opportunities to BYD as a follower organisation especially because it has been aligned towards the Chinese national industrial strategy. The Chinese government has given many subsidies, tax incentives, and infrastructure to the local EV manufacturers, which has allowed BYD to grow quickly and attain economies of scale. Compared to Tesla, BYD has fewer regulatory aspects in the domestic markets which enables it to move in a low-cost environment and enjoy a rapid growth in production. This will pose a profound competitive edge, particularly in price-sensitive segments (Qiu et al., 2022). Further, governmental assistance in terms of battery manufacturing and supply chains also makes BYD stronger. According to Figure 2, BYD has surpassed Tesla in sales of EVs during the last few years, especially in 2024 and 2025. It is an indication of the way the enabling policies have been translated into increased production and market superiority.
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Figure 2: Tesla Vs BYD in the Global EV industry
(Source: Gaudiaut, 2025)
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[bookmark: _Toc225427956]2.3.1 Impact on the Pioneer Organisation (Tesla)
Tesla has a key competitive aspect in innovation and battery technology which is an essential part of its competitive edge as a pioneer. Tesla has been striving to achieve technological leadership with the help of an improved battery structure, autonomous driving functions, and constant investment in the field of research and development. Such innovations help Tesla to distinguish its products and hold a high position in the market. Innovation has been the strategy of Tesla, and one such example is the 4680 technologies of battery, which enhances energy density and vehicle performance. Such technological advantage enables Tesla to have superior prices and brand loyalty (He and Hao, 2023). Nevertheless, large R&D expenses and the dependence on constant innovations are the potential risks, as many competitors quickly implement and develop similar technologies. Figure 3 provides a comparison of Tesla with BYD in terms of battery cell Tesla 4680 vs BYD blade battery where Tesla pays attention to high-performance material and design.
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Figure 3: Tesla Vs BYD in battery technology
(Source: Clemens, 2026)
[bookmark: _Toc225427957]2.3.2 Impact on the Follower Organisation (BYD)
In the case of BYD, innovation and battery technology is not the means of premium differentiation, it is a means of cost-efficiency and expansion into the mass market. The blade battery of BYD is concentrated on safety, durability, and decreased costs of production, which characterizes EVs as cheaper and accessible to a wider audience. In contrast to Tesla, BYD has a follower approach to creating new technologies and optimizing them. This would minimize risks in research and allow it to commercialise at a faster rate. Consequently, BYD would be able to compete favourably in price-sensitive markets and portray high levels of production volumes (Lib, 2024). As demonstrated in figure 3, there are differences between the BYD blade battery and the Tesla 4680 cell, and it is identified that BYD is composed of a less expensive material. This helps it to manufacture vehicles with lower prices and performance levels that are satisfactory. 
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[bookmark: _Toc225427959]3.1 Pioneering Organisation’s Strategic Responses
Being one of the first organisations within the electric vehicle (EV) sector, Tesla pursues an active and innovation-oriented strategic direction to react to the macro-environment factors and especially governmental regulations and quick evolution of battery technology. Porter's framework offered companies generic strategies such as cost leadership and differentiation or specialization (Ali and Anwar, 2021). It is possible to analyse Tesla strategic positioning in terms of Porters Generic Strategies as the company mainly follows a differentiation approach. Tesla is an electric car manufacturer that stands out with technologically enhanced high-performance vehicles guided by ongoing innovation (Li et al., 2024). The firm makes huge investments in the research and development, especially in battery efficiency, autonomous driving and software integration. This will help Tesla to effectively react to the changes in technology and continue to dominate the lead. As an example, the development of the battery range and charging infrastructure can not only increase the customer value but also correspond to the green policies that encourage the use of clean energy (Singh et al., 2024). 
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Figure 1: Generic competitive strategy, Porter
(Source: Ali and Anwar, 2021)
Tesla has diversified its operations in manufacturing throughout the world by responding to government policies and regulations. According to Ijltemas.in. (2026), Tesla is able to have local incentives, logistics expenses and meet local regulatory demands by opening up Gigafactories in strategic locations in North America, Europe and Asia. This localisation approach will boost operational flexibility, and minimise the risks linked to tariffs and trade restrictions. It also allows Tesla to react fast to changes in policies, including subsidy changes or tax breaks. The strategic response of Tesla is even enhanced by the fact that the company uses the direct-to-consumer sales channel. The company also has control over pricing, branding and customer experience by circumventing the old dealership networks. This method will help Tesla to instantly change its pricing strategies with regard to varying government incentives to remain competitive in various markets. It also has an online sales system that improves customer interaction, boosting the process of making purchases. 
The high brand positioning of Tesla is also another key feature of the strategy. The firm has been able to develop an image of innovation, sustainability and technological leadership. Such brand image is not only a way of distinguishing Tesla among other competitors but also in accordance with the growing consumer consciousness about environmental concerns. In turn, this gives Tesla high customer base and high market positioning. But Tesla has some challenges with differentiation strategy as well. The high dependency of the company on continuous innovation demands high financial investment that makes risks to the operation. 
In addition, its high pricing policy can reduce its availability in the price sensitive market to enable competitors to gain a bigger portion of the mass market (Ispas, 2024). Moreover, Tesla is experiencing a growing rivalry against established and new car manufacturers which could slowly diminish the fast-mover benefits. Overall, Tesla is responding to macro-environmental forces as well. It generates innovation, expands globally and differentiates its brands which make it cope with regulatory pressures and hold a dominant position in the EV market despite increasing competition. 
[bookmark: _Toc225427960]3.2 Follower Organisation’s Strategic Responses
Being a follower organisation within the EV sector, BYD is a cost-effective and more adaptive organisation to compete with innovative companies. Porter's Generic Strategies can also be used to analyse the strategy of BYD as the company mainly follows the cost leadership approach but with selective differentiation. One of the main strengths of BYD is its ability to produce large quantities and its high-level of vertical integration which serve as the main reasons behind its being a low-cost leader. (Huang et al., 2023). Unlike its competitors, BYD makes their own batteries and key components which allows them to cut down production costs and have better control over their supply chain. 
This is particularly important when it comes to battery technology as being cost-effective is the main factor that determines the competitiveness in the market. With cheaper EVs, BYD can reach a big customer base particularly in the new and price-sensitive markets. BYD has been able to match its strategy with the domestic industrial policies, especially in China by responding to the government policies and regulations. The subsidies, tax breaks and building of infrastructure have allowed the business to grow quickly and gain a strong foothold in the market with the assistance of the government (Tang, 2025). This close correlation with policy systems increases the flexibility of BYD in its domestic market but it also leads to some dependence on governmental assistance. 
The innovation of its batteries in terms of safety and life span is supported by its cost leadership strategy and yet it provides some amount of product differentiation. This will enable BYD not to be pushed out of the market opposed to characterise innovative companies such as Tesla. It demonstrates a middle way approach that lays emphasis on efficiency and reliability rather than advanced innovation. The company has diversified product operations in various segments namely passenger vehicles, electric buses and commercial fleets (Liu et al., 2025). This eliminates business risk and offers numerous revenue sources, increasing the stability. BYD has also been venturing into international markets with conservative and cost-oriented approach based with the use of partnerships and localisation to adjust to various regulating environments. 
Although these strengths exist, there are limitations to the BYD strategy. Its strategy of cost leadership can be a weakness to its brand recognition in the high-end segments where Tesla has set its differentiation strategy. Tesla is mostly equated with innovation and luxury by consumers, and BYD is better positioned as a brand that is more value-based. This could hamper the ability of BYD to compete in the high-end markets. In addition, the dependency of BYD on government support subjects it to risks associated with policies. This might be affected by shifts in the structure of subsidies or focus on regulation, affecting its competitive edge and performance. Moreover, competition continues to increase around the world, so it will be harder to remain low in cost and yet deliver quality products and current technology (Hao and Hao, 2026). Although it is not the technological innovation leader, their capability to provide affordable and reliable EV solutions to the market guarantees them competitiveness in a fast-changing market.
[bookmark: _Toc225427961]4. Conclusion 
Technology innovation and governmental policies play a crucial role in defining the competition in the EV sector. Tesla uses innovation as the differentiation factor, whereas BYD is dependent on regulatory support and low operating costs. These macro factors bring out the ways pioneers and followers take different strategies to maintain competitive advantage in the rapidly changing EV global market. Although Tesla remains on the top of the industry because of the constant innovation, the potential of BYD to take advantage of the policy support and large-scale production indicates how a follower strategy works. This confirms the suitability of strategic responsiveness to external environmental conditions.
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