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[bookmark: _Toc225329222]1. Introduction
The aim of the current report is the critical analysis of the strategic marketing management of the companies producing electric vehicles (EVs) and Tesla and BYD as innovators or followers in the UK. The reason is that external macro-environmental forces affecting their competitive position and strategy decision-making are to be assessed. The UK EV sector has encountered a high growth rate due to government regulations, sustainability objectives, and consumer preferences changing (Kempston et al., 2024). But competition has changed dramatically, with Tesla leading the pack challenged again by newcomers like BYD that can use affordability and cost-leadership tactics to command a market share in a price-sensitive world. The macro marketing environment analysis is critical, as the demands and profitability are directly influenced by political and economic dynamics like trade agreements, tax policy, inflation, and consumer buying power. Using the PESTLE framework, the following report establishes the opportunities and threats with the use of these external factors to both Tesla and BYD and where possible provides a critical assessment of its strategic responses.
[image: ]
Figure 1 Tesla vs BYD; Source: (Simonazzi, 2024)
The report is divided into two tasks. Task One involves critically assessing the macro marketing environment, specifically with regard to political and economic forces and how they affect Tesla and BYD. Task Two is benchmarking of the strategic responses of both organisations as Ansoff Growth Matrix in a competitive strategy-environmental pressures relationship.
[bookmark: _Toc225329223]2. Task 1: Critical Analysis of the Macro Marketing Environment 
The PESTEL Analysis is a strategic approach to examine the external environment where organisations exist (Harrison, and Owens, 2000). It focuses on six dimensions, which include Political, Economic, Social, Technological, Legal and Environmental (Hooley,2020). Consciously defining opportunities and threats in these categories means that managers are able to foresee the risks and develop strategies that love external realities. 
[bookmark: _Toc225329224]2.1 Macro Marketing Environment
In the present analysis, the Political and Economic factors are chosen due to their high level of impact on the competition processes within the UK EV market. Tariffs, trade policy and regulation have a direct impact on political decisions on these issues as well as demand and pricing strategy as economic factors such as inflation, consumer affordability and interest rates affect these policy choices.
[bookmark: _Toc225329225]2.2 Analysis of Macro Factor 1: Political Factor
The UK politics have been dominant in determining the competitive nature of the EV industry. The market access and consumer adoption are directly linked to the government trade policy, taxation and regulatory decisions. Concerning Tesla and BYD, UK tariff policy, motoring taxes, and regulatory openness have offered opportunities and threats.
[bookmark: _Toc225329226]2.3.1 Impact on Pioneer Organisation: Tesla 
The political developments have weakened the position of Tesla in the UK. The move by the UK government to avoid tariffs on the importation of Chinese EVs has enabled brand such as BYD to find their way into the market unhindered, which has resulted in increased competition. This undermines the first-mover advantage of Tesla whose high-end vehicles will be directly competing with more affordable ones. 
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Figure 2 Pay-Per-Mile Tax Rate; Source: (McKean, 2026)
Meanwhile, the UK has declared new EV motoring levies, such as a 3p-per-mile road charge from April 2028 (Mistry, 2025), which is additionally increased to the cost of ownership.  In this case, given that Tesla has already priced its cars at the premium, this is a major threat, since the UK customers will experience an increment in the prices. At a range of £42,000 to 45,000 for the Model 3 and above 50,000 dollars in Model Y (Kane, 2021), Tesla prices are considerably higher than other market rivals like BYD which retails EVs below £30,000. 
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Figure 3 Tesla Prices; Source: (Kane, 2021)
This has been a detriment to Tesla because price-sensitive customers in the UK are increasingly switching to cheaper options, undermining Tesla in terms of its first-mover privilege in the market. The political gossip about Tesla CEO, Elon Musk, has also spilled over into brand perception, with investor nervousness leaking into consumer emotion. 
[image: Infographic: Tesla Has Delivered 8.5 Million Vehicles to Date | Statista]
Figure 4 Tesla Delivered 8.5 million Vehicles; Source: (Richter, 2025)
The firm increased its sales of slightly more than 100,000 vehicles in 2017 to a historical high in 2025 of 8.46 million. What this suggests is that Tesla will have to live with lobbying, brand prestige and technological differentiation as they better the adverse effects of UK political decisions.
[bookmark: _Toc225329227]2.3.2 Impact on Follower Organisation: BYD 
BYD has enjoyed the political environment in the UK. Tariff free imports of Chinese cars have helped BYD to offer their vehicles at competitive prices which has provided it with a footing into the market of the second-largest EV market in Europe. This political receptiveness has given BYD a significant chance to grow fast as it can be seen that sales in the UK have surpassed Tesla in early 2026 with 1,326 units sold against 647 sold by Tesla (Lambert, 2026). By eliminating tariff barriers, the UK enabled BYD to use its cost-leadership strategy (Kraft and Kraft, 2025), with EVs priced below 30,000 pounds against the Tesla portfolio 42,000-50,000 (Akhtar, 2025), thus attracting price-sensitive consumers and speeds up its market penetration.
[image: BYD slashes prices across its EV line up, now starting at under $30k]
Figure 5 BYD EV Line Price List; Source: (Akhtar, 2025)
Nonetheless, the introduction of motor taxes on EVs might lower the desirability of affordable models because consumers do not consider only initial prices but also the expenses in the long term. As of now, the political climate has established BYD as a viable competitor, though its future success hinges on predicting and fine-tuning to any changes in UK trade and tax policy.
[bookmark: _Toc225329228]2.3 Analysis of Macro Factor 2: Economic
The UK is an economy that has equally founded the EV market. Demand is directly influenced by inflation, interest rates, and consumer affordability (Salah, 2025), and the EV industry is highly sensitive to them since the initial cost of an electric vehicle is much higher than a conventional car.
[bookmark: _Toc225329229]2.3.1 Impact on Pioneer Organisation: Tesla 
The economic conditions in the UK at present have not been favourable to Tesla. In January 2026, according to the ONS, the UK inflation rate was at 3.2% (ONS, 2026), interest rates were demanding 5.25% (Bank of England, 2024). These factors have lowered the disposable income of the households and increased their constraints in financing big purchases. 
[image: UK inflation rose sharply from early 2021, peaking at 11.1% in October 2022. It fell to 1.7% in September 2024 before rising again over the next year. In recent months it has fallen. It was 3.0% in January 2026.]
Figure 6 UK Annual Inflation Rate; Source: (Harari, 2025)
This has seen a decline in the consumer demand of the high-quality EVs and within the UK Tesla sales are down by 57% in January 2026 and down by 45% in February 2026 (Lambert, 2026). Increased unemployment that has hit 4.3% in early 2026 (The Daily Star, 2025) has also limited affordability which has deterred mainstream buyers whereby they do not want to invest in long term finance. This suggests that Tesla is susceptible to high-income groups in an economic environment where economic stability is weak, and affordability is the defining element.
[bookmark: _Toc225329230]2.3.2 Impact on Follower Organisation: BYD 
BYD has been in a better situation to take advantage of the UK economic factors as its inflation is at 3.2% and interest rates stand at 5.25% (Bank of England, 2024) that lowers the consumer purchasing power and the demand shifts towards affordable EVs. This macroeconomic pressure provided a decisive-point advantage to BYD cost-leadership strategy (BYD, 2024) since it could sell at least 1,326 units in January in January as opposed to Tesla’s 647. The economic instability of the UK, which is characterised by an increase in unemployment rates of 4.3%, has also allowed the offerings of BYD (which are less expensive) to target households that are financially constrained. This has been favourable to BYD, helping it to consolidate and hasten its capture in the second largest EV market in Europe, although its reliance on slim margins can be a weakness in case economic stability returns and customers move back to high-quality brands.
[bookmark: _Toc225329231]3. Task 2: Strategic Responses of Pioneering and Follower Organisations
Ansoff Growth Matrix is one of the most popular frameworks of analysing growth strategies, it presents four strategic options: market penetration, product development, market development, and diversification (Kotler, 2020). Both possibilities can offer organisations a route to dealing with environmental problems and capitalising on opportunities. This part critically explores the strategic reactions of Tesla (pioneer) and BYD (follower) through the application of the Growth Matrix with reference to the political and economic concerns raised in Task 1.
[image: Understanding the Four Quadrants of the Ansoff Matrix]
Figure 7 Ansoff Growth Matrix; Source: (Strategy Institute, 2024)
[bookmark: _Toc225329232]3.1 Pioneering Organisation’s Strategic Responses: Tesla
The UK political and economic realities, especially the lack of tariffs on imports, new motoring taxes, and inflationary pressures have undermined Tesla dominant position in the EV industry. The responses of Tesla can be evaluated critically with the help of the Growth Matrix offered by Ansoff.
Market Penetration
Historically, Tesla has been banking on penetrating the market by using brand product prestige and infrastructure, including its large network of Superchargers (Tesla, 2025). But in January and February 2026, UK sales were down 57 percent and 45 percent (Lambert, 2026), indicating that penetration is under economic pressure. In response, Tesla has launched aggressive financial packages and offers, just like what BMW did in the UK to support sales through flexible leasing in times of inflation. However, premium pricing restricts Tesla effectively at the expense of BYD on affordability.
Product Development
The company is strong in Tesla product innovation. Introduction of the Cybertruck at the end of 2025 and the ongoing additions to autonomous driving technology can be seen as the effort to remain competitive in terms of differentiation. 
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Figure 8 Tesla Cybertruck; Source: (Fan, 2026)
Among the beneficial responses to the political threats are product development where technological excellence may compensate the reputational risks associated with Elon Musk controversies. Regardless, opponents believe that Tesla has moved at a slower pace in its innovation cycle than competitors such as Hyundai, which were quick to introduce more EVs based on price. In such a way, Tesla has the strongest response on product development, but this performance is limited by the UK economic reality.
Market Development
Tesla has been engaged in market development through diversifying into new markets, such as Eastern Europe and Southeast Asia (Faraonov and Tarasova, 2025). Tesla also cannot dominate in the UK because of the political receptiveness to Chinese imports (Dai and Zhang, 2022). 
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Figure 9 Tesla Market Cap Comparing others; Source: (Balakrishnan, 2025)
As a contrast to Volkswagen, that utilised the opportunity to enter the emerging markets by cooperating with local dealers (Arora et al., 2024), the company’s direct-sales model is under the direct influence of regulatory control and restricts flexibility. The situation in the UK is thus a negative reaction since Tesla can no longer develop market under competitive and political influence.
Diversification
The diversification of its business into energy solutions, including Powerwall and Solar Roof, will help Tesla to be resilient to automotive volatility (Maradin, Malnar and Kaštelan, 2022). In the case of Tesla, UK economic turmoil is a favourable reaction to diversification because energy products attract sustainability-focused buyers not only within the automotive industry. But there is little diversification, yet the UK, as a consumer with the affordability of EVs as a top priority.
To sum up, Tesla strategic responses are strong when it comes to product development and product diversification but weak in terms of market penetration and development. The political and economic climate in the UK has mostly been unfavourable to Tesla, compelling it to lean on creativity and diversifying energy resources to remain competitive.
[bookmark: _Toc225329233]3.2 Follower Organisation’s Strategic Responses: BYD
The favourable political environment, especially the lack of tariffs, and the economic pressures conducive to affordability have supported the entry of BYD into the UK. Applying the Growth Matrix of Ansoff, the responses by BYD to strategy reveal flexibility and violent growth.
Market Penetration
BYD has had fast market penetration into UK with sales of 1,326 units in January 2026 as against 647 of Tesla. This cost-leadership strategy complies with the trends of inflation and the lack of consumer confidence. This is similar to what Dacia has done in the UK where affordability facilitated penetration during economic recessions. The economic environment in the UK has also been favourable to the growth of BYD as its penetration strategy has been very successful.
Product Development
BYD has also invested a lot in product development with the launch of products like Atto 3 and Dolphin whose prices under £30,000 will attract cost- tight people (BYD, 2024). The way that BYD is developed is different to Tesla, where its driving force is innovation aimed at high quality and direct utility. This is the same method that Kia use in the case of its EV expansion that prioritized innovation and affordable prices. Diversification in products has thus been a vital positive reaction, which allowed BYD to make offerings to meet the UK economic environment.
Market Development
BYD has been very active in expanding outside of China to Europe, Latin America and Australia (Hanley, 2025). Tariff-free access in the UK has spurred its growth picking up as a serious competitor to Tesla. This move is similar to the turnaround of MG in the UK, where Chinese ownership allowed it to gain fast market penetration by offering competitive prices (MG MOTOR UK, 2024). The development of the BYD market is a resounding positive enhancement, which capitalizes on the political openness with gaining a foothold in a new geography.
Diversification
Diversification of BYD in batteries and the storage of energy makes the company resilient (BYD, 2024). Being one of the largest battery manufacturers worldwide, BYD provides one of theirs, as well as outside companies like Panasonic does with Tesla. The global sustainability targets and this automotive volatility stability give multitude to the company. The diversity in UK increases credibility although its direct effect on consumers is not as strong as EV affordability.
Generally, the strategic reactions of BYD are good in terms of all four dimensions of the Ansoff Growth Matrix. Political openness and economic instability have been largely positive for BYD that has exposed it to fast penetration, customized product development, and speedy market growth. The key risk will be continuing to name a profit with tight margins in the event that the UK economic health reinforces itself.






[bookmark: _Toc225329234]Conclusion
The impact of political and economic forces on the strategic marketing management of Tesla and BYD in the UK EV market has been critically discussed in this report. These results indicate that the UK politics, especially the tariff-free entry to the Chinese imports, has favoured Tesla but negatively impacted the company by crushing its first-mover benefit and benefiting the speedy market penetration of BYD. Consumer affordability has been curtailed economically, with inflation, high interest rates, and increased unemployment undermining the Tesla premium approach favouring the BYD cost-leadership strategy.
The application of the Growth Matrix provided by Ansoff showed that Tesla is the strongest at product development and diversification, whereas the penetration and market development responses are not strong at the moment. Instead, BYD has performed well along all four dimensions using affordability and expansion as the tools to find fault with Tesla.
The general finding underscores the importance of environmental scanning and dynamic marketing reactions as a way of maintaining competitiveness. One recommendation is that Tesla needs to re-align its approach to affordability and adaptable financing in the UK to cushion the impact of external forces and restore its market relevance.
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