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Marketing Environmental Analysis for Pioneers and Followers
Introduction
The macro marketing environment is key factor in examining the external factors that effects organisation’s growth. The external factors were examined by applying PESTLE model. This is based on EV sector as it performs analysis on pioneering organisation as Tesla Inc., and a follower organisation that is BYD Company Ltd. In the fastest growing sector like EV, analysing macro factors is essential for identifying advantages and disadvantages. 
Task 1: Macro Marketing Environment Analysis
1. Macro-marketing Actors Political and Legal Factors
Government Incentives: Various countries give tax benefit to support EV usage. Tesla gets advantage from such economic incentives given by the US that decreased product cost and increased demands in the market. In the US, government-initiated tax benefit with $7,500 to the EVs within Inflation Reduction Act (IRS, 2023). Moreover, in UK Plug-in Car Grant supports economic benefits to the low greenhouse emitting cars that increased EV usage as well (Harrison, 2022). On the other hand, BYD got proper advantages from Chinese government which is consisted of economic support, as well as infrastructure growth. 
Environmental Regulations: Countries are following strong environmental regulation that can decrease greenhouse emissions. Therefore, EU has declared stoppage on petrol and diesel within 2035 that needs every car to be sustainable (Rimpas et al., 2025). This rule effects organisations like Tesla Inc. and BYD. Moreover, the UK also started to ban the traditional car within 2035 (Tian, Wang and Zhu, 2024). China also had applied New Energy Vehicle regulation that need vehicle organisation to create a particular amount of EVs. 
Trade Policies and global issues: International expansion is affected by tariffs, regulation and geo-political factors. BYD has to deal with regulation complexity, tariffs barrier especially in Europe and North America. Moreover, Tesla has to deal with China–US geopolitical relation issues especially in supply chain activity. 
Opportunities: From the analysis it is identified that government supports EV usage through their different program such as tax benefits, complex emission regulation, and subsidies. For example, Tesla growth was possible as US supports in its entry and it is able to achieve its first-mover benefits. Another company BYD also noticed government support which is consisted of infrastructure growth, industrial regulation, and economic support. 
BYD is able to sell 3 million cars in FY 2023–2024 which included both EVs and hybrid cars. But Tesla sold 1.8 million EVs only in FY 2023 (Iliff, 2024). This shows BYD using government advantage and cost benefits for growth. Tesla also manages 15–20% profit due to its premium positioning. But BYD maintains 5–10% though its sales number is higher. This shows that Tesla focuses on profit generation but BYD in market growth.
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Figure 1: Tesla car sale in 2023
(Source: Iliff, 2024)
Threats: Governments are now reducing or eliminating tax benefits as the demands in EVs un market increased. For example, US gas decreased EV tax benefits. Similarly, same practice is also noticed in China. Therefore, Tesla because of high price has to deal with low market demand. However, BYD vars are cost-effective that lower its dependence on subsidies. On the other hand, tariffs as well as import barriers specifically among the Europe and North America effects China based EV organisation. Moreover, government's complex safety and data security rules effects Tesla automatic driving model. Continuous changes in government's policy might also affect Tesla’s investment in international EV market. On the other hand, BYD’s dependence on Chinese government also increases threat because of vulnerability due to regulation change. 
Company’s competitive position: 
Tesla’s market position is ensured from its first mover advantage. Though with time government has decreased economic benefit on EV car usage that has affected its costing benefit. On the other hand, BYD notices continuous government benefits from China that supports it in increasing manufacturing activity, maintain low product cost, and ensure regional market position. Therefore, political impact has changed to BYD with time. 
	Threat
	Impact on Tesla
	Impact on BYD

	Subsidy Reduction
	High (premium pricing affected)
	Medium

	Trade Barriers
	Medium
	High

	Regulatory Compliance
	High
	Medium

	Policy Uncertainty
	Medium
	Medium

	Increased Competition
	High
	High


Table 1: Impact on Tesla
2. Macro-marketing actor: Economic Factors
Inflation: High inflation and cost of living have increased customer's potential in purchasing EVs. For example, US banks have enhanced interest to maintain inflation (Federal Reserve, 2024). therefore, vehicle loan interests increased to 3% to 6%. This decreased Tesla’s both Model S and Model X market demands. However, BYD was comparatively low cost and high regional demands in China that reduced its impact. 
Cost of Production: Manufacturing cost and battery price are key factor in effecting customer’s potential for buying premium material like EVs. In EVs Batteries costed for 30–40% of manufacturing cost however, BYD develops on its own. Moreover, Tesla depends on suppliers. But Tesla is also making investment for battery production. However, this decreases BYD’s manufacturing costs and supports in growth through cost leadership. On the other hand, international EV market demand is also increasing because sustainability issues along with rising energy cost. In international market EV registration enhanced up to 14 million units that shows high growth in 2023 which is 3.5 million more than previous years (IEA, 2024). This has increased growth possibility for both Tesla and BYD. 
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Figure 2: Global electric car stock
(Source: IEA, 2024)
Exchange Rates: Changes in currency exchange rates effects global market (Doaa El-Diftar, 2023). Tesla is investing in global market that increases its vulnerability to profit and product costing. However, as BYD mainly operates in China based production that decreases its threat to currency rate changes.
Competitive Impact
	Factor
	Tesla Inc.
	BYD Company Ltd.
	Impact

	Pricing & Demand
	Premium product ($40k–$60k), market demand effected by inflation
	Affordable ($10k–$25k), market demand is satisfactory
	BYD can increase market share

	Cost Structure
	Higher manufacturing costs
	20–30% less costs 
	BYD is in price advantage

	Profit vs Volume
	High margin (15–20%)
	Lower margin (5–10%), high volume
	Scale supports BYD


Table 2: Economic factor
Opportunities
High market demands: As noticed that EV purchasing has increased to 14 million units, therefore, high market demands is beneficial both of this organisation. This also increased expansion possibility for the EV organisation. 
Rise in energy price: Moreover, the rise in non-renewable energy sources supports customers in changing to EVs rather than traditional cars. Therefore, market demands for EVs is noticed in both developing and underdeveloped nations (Shamsuddoha and Nasir, 2025). 
Cost advantage: BYD is able to get benefit from general market because of its cost-effectiveness. Comparatively, Tesla noticed growth because of its premium positioning in certain market. 
Expansion: In emerging market like Latin America, Asia, and Africa notices high market demands therefore, operating this region will be beneficial. BYD might get more advantage because of its cost leadership model. Tesla may have to deal with challenges because of its high-cost model. 
Threats
Inflation: Inflation in developed countries like UK, US decreased customer capability to buy high-cost product. Moreover, European Central Bank has also increased interest this has affected people's purchasing ability. Tesla’s electric vehicle demands effected more because of its premium positioning in market. 
Price Competition: High-cost competition in this market caused Tesla in decreasing their product cost. This has increased threat for Tesla. However, BYD profit margin difference is low which gives it more sales (China, 2025). 
Production cost: The manufacturing and resource cost for EV is high that is also reason of threat. Tesla is more relied on external suppliers BYD has its own production ability.  
Financial challenges: Economic volatility increased impact market demands therefore, tesla because of its global operation might get effected. But BYD operates in regional market more that secures its stability from global financial issues.  
Company’s competitive position
Financial factors like high inflation globally have decreased customer ability to purchase high-cost products like EVs. Therefore, Tesla’s premium cost model increased its threat to economic issues and growth potential in emerging market. On the other hand, BYD has maintained a cost leadership model that supported it is operating in mass market. This has increased its sales number compared to Tesla. Though Tesla business model is abed on profit margin. BYD has more resilient business model based on current economic condition. Tesla also has decreased its price in some models to ensure its market position.
	Aspect
	Tesla Inc.
	BYD Company Ltd.

	Strategy
	Differentiation (premium, innovation)
	Cost leadership (affordable, scalable)

	Strength
	High margins, strong brand
	Low cost, high volume

	Weakness
	Expensive, demand sensitive
	Lower global brand image

	Position
	Technology leader
	Market share leader


Table 3: Competitive Position in summary
Task 2: Strategic Responses and Evaluation
2.1.1. Tesla’s Strategic Response
Porter’s Generic Strategy
Tesla maintains a differentiation activity that is based on-
· Innovative technology 
· Premium brand positioning 
· High-quality vehicles
This model shows that Tesla balances both high profit and brand reputation. Though during financial challenges like inflation and high cost of living the organisation might notice low market demands and competitive advantage. Tesla makes differentiation from its automatic driving activity that supports digital technology. Moreover, Tesla provides multiple activities like software updates, and sustainability as well (Wu et al., 2022). Therefore, this has increased organisation reputation as innovative and premium brand. Tesla maintains significantly higher revenue compared to any other brand in this automobile industry. 
Though this differentiation also puts Tesla in financial uncertainty. Based on international financial situation both inflation and interest rate have enhanced that has affected the customer’s purchasing capability (Priyatna, Suryadi and Ersanti, 2025). Therefore, customer have decreased buying premium cars and got more sensitive towards high priced items. However, Tesla has decreased the cost of their cars to maintain their strong competitive position. This has presented transition for its   competitive cost model. However, it might increase threat on profit and reduce its premium position within the global market. Tesla’s differentiation model is also analysed by price-oriented competition from BYD. 
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Figure 3: Consumer price in some country
(Source: Romei, Conboye and Smith, 2026)
Ansoff Growth Matrix
From the Ansoff Growth Matrix model this organisation’s strategic activity is possible to analyse based on four different aspects. In market penetration dimension Tesla has decreased their product cost to ensure their market entry and high sales in existing sector as well. This shows brand’s ability act against the financial challenges that supported in ensuring high market demands. Tesla decreased their cost in Model 3 and Model Y along with initiation without cost charging and software update service that can increase their product demands (Molnár Vendel Bendegúz, 2025). Tesla cost cutting activity in FY 2023 and 2024 targeted to enhancing sales growth compared to another organisation. Moreover, product development dimension, shows that Tesla is improving their innovation that can support it maintaining its differentiation model. For example, Tesla is manufacturing Cybertruck, batteries, and innovative Full Self-Driving (Tesla, 2025). Moreover, Tesla also ensures continuous over-the-air software updates which supports in improving cars digital activity. Moreover, this innovative activity helps the organisation in maintaining its car’s activity which can support its competitive position and premium image in the market as well. 
Analysis on the market development activity shows growth in new region that can secure its global reputation and expansion in automobile sector. One of the examples is development of Gigafactories of Texas and Shanghai. The Shanghai production unit support Tesla in perform in Chinese market that can decrease its manufacturing cost (Han, Liu and Jiang, 2023). On the other hand, Berlin production unit increases growth potential in European region. This allows the organisation in reducing political and regulatory challenges that can maintain supply chain activity. Based on diversification, it is identified that tesla is increasing its operation in more than an automatic EV to energy-based model also. Tesla perform manufacturing of solar panels and roofs. Tesla’s manages big scale energy usage from the sustainable energy solution. The diverse activity of Tesla increases its growth and success opportunity. The diversification decreases reliance on automobile growth only and increases possibility in new sector that is also adhered with global market trends. 
	Strategy
	Application by Tesla Inc.

	Market Penetration
	Price reduction and financing to increase demand

	Product Development
	New EV models, AI and battery development

	Market Development
	Growth in China, Europe (Gigafactories)

	Diversification
	Energy storage and solar business


Table 4: Ansoff Growth Matrix Application 
2.1.2. BYD’s Strategic Response
Porter’s Generic Strategy
BYD applies a cost leadership model, that is performed by:
· Vertical integration 
· Lower production costs (20–30% lower cost) 
· Affordable pricing
Porter's generic strategy  explain how company achieve a competitive advantage in its industry.This organisation applies a cost leadership model that supports it to operate in EV sector in a lower cost compared to another organisation. This model is relevant as inflation and cost of living are higher in multiple nations. Moreover, the organisation follows a vertical integration framework in which it creates batteries, and semiconductors (Kumar, 2025). This plays a crucial role in decreasing its manufacturing cost compared to Tesla. Therefore, BYD is able to create cars on $10,000 to $25,000 that increases its demands to large customer section. The cost leaders model supports BYD in ensuring high financial growth and its yearly sales increased to 3 million.
Ansoff Growth Matrix Application
Based on market penetration it is noticed that BYD is able to secure its market position in regional sector that is also a biggest EV market. Moreover, In chinse EV market BYD has more than 30% market share that supports in achieving large customer group and more sales in market (Liu, 2025). On the other hand, in product development category this organisation has started with multiple range of products such as electric, as well as hybrid cars. This supports organisation in expanding in various customer group including cost sensitive to premium. Moreover, it also has battery manufacturing that maintains production cost.
Another dimension is market development approach that maintains global growth. BYD has started operating in Europe, and Latin America as the requirement for EVs are increasing. Its low-cost model increased opportunity compared to key players in market. Last is diversification which is also maintained in BYD. It has manufacturing capability for electric buses, and batteries as well (Zhang, 2025). This increased its profit growth and stability in business.
Comparative Evaluation
Both of these company have shown differences in their activity mainly motivated by macro aspects. For example, Tesla being a pioneer depends on the differentiation approach that maintains technology innovation and premium positioning in market. On the other hand, BYD maintains low-cost model to increase its sales. This approach shows its adherence with challenging financial situation in global market.
	Criteria
	Tesla (Pioneer)
	BYD (Follower)

	Strategy (Porter)
	Differentiation
	Cost Leadership

	Growth Focus (Ansoff)
	Product development & diversification
	Market penetration and growth 

	Strength
	Innovation, brand value
	Cost efficiency, scale

	Weakness
	High pricing, low accessibility
	Less global brand reputation

	Market Position
	Technology leader
	Volume/market leader


Table 5: Comparative Evaluation
Conclusion 
The study has used political or legal aspects along with financial factor to perform analysis on the EV sector. However, it is identified that Tesla has first comer benefits and innovation potential which has created its reputation in global market. Comparatively, BYD developed from cost model, government policy and manufacturing work. Its cost model has supported its growth in economic volatile situation.
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