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[bookmark: _Toc222154811]Macro-environment framing of competitive position (Tesla as pioneer, BYD as follower)
The macro marketing environment does not only determine the rate at which EV is going to be adopted, but also the value sharing among firms and regions. By 2024, the global electric cars sales were above 17 million vehicles and above 20% of new car sales, which has changed competition between niche early-adopter and mass-market contestability with the policy eligibility, cost curve and infrastructure access directly moving share (IEA, 2025). Here, the leader status of Tesla is more and more fortified due to regulatory compatibility and ecosystem standardisation, and the follower status of BYD is more and more commercialised due to scale, supply-chain dominance, and export growth. It is crucial that the same two macro players, government and regulation, and the technology ecosystem generate asymmetric opportunities and threats since Tesla and BYD are dependent on divergent profit pools across geographic boundaries and divergent sources of advantage.
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Figure 1: Global electric car sales 2014-2024 (IEA, 2025).
[bookmark: _Toc222154812]Macro actor 1: Government and regulation
[bookmark: _Toc222154813]Incentive architecture as a competitive filter, not a simple demand stimulus
The US has changed its extensive promotion of EVs to an incentive system that can act as a market entry filter. The Department of Energy displays the critical inflection: since 2025 qualified vehicles to receive the Section 30D credit will not be able to contain applicable critical minerals extracted, processed, or recycled by a foreign entity of concern narrowing the range of competitively priced, incentive-eligible offerings (U.S. Department of Energy, 2025). This redefines the value-to-money in the US because the credit eligibility partly defines the consumer affordability, and the eligibility is further demarcated by the supply-chain provenance (Vazquez et al., 2024). The fact that Tesla can authoritatively sell continuity of eligibility on the basis of supply-chain redesign and domestic capacity signalling reinforces its competitive position, a protection of conversion rates in price-sensitive segments. This has a weakness because the cost leadership of BYD is tied to China-centred minerals refining and battery provision, which is a liability in FEOC-style screening and prevents it from entering or scaling passenger market in the US in case its sticker price lowers the prices of the incumbents (Aghaie et al., 2024).
This tightening logic has extended beyond vehicles to clean-energy investment rule making that has an impact on upstream manufacturing economics. In February 2026, the IRS published Notice 2026-15, which operationalises the concept of a prohibited foreign entity and interim safe harbours to decide whether or not material assistance provided by a prohibited foreign entity makes a tax credit relating to energy eligible (Internal Revenue Service, 2026). Even though this notice is not an EV sales document, it matters strategically for Tesla and BYD because it shapes the economics of US-located battery, materials, and energy projects that support EV value propositions (Farrell et al., 2025). In the case of Tesla, it is both an opportunity and a threat: on the one hand, it predisposes a local ecosystem that can support the Tesla story of localisation, on the other hand, it increases compliance friction and the audit load among suppliers, which can increase the cost-to-serve and sluggish capacity growth (Islam, 2025). In the case of BYD, the same policy direction enhances the likelihood that US-facing projects must be structurally decoupled with China-linked inputs, which compromises a follower strategy on the foundation of integrated Chinese scale.
[bookmark: _Toc222154814]Trade defence and market access volatility in Europe
In Europe, the regulatory landscape is clearly controlling exposure to the cost structures in China by adding to the import tariffs on the EVs made in China, but it is possible to negotiate exemptions. Reuters reporting in February 2026 describes the EU framework as the existing 10% car import duty plus additional tariffs on China-made EVs, and highlights that the Commission has already allowed model-specific exemptions and adjusted certain duty levels through the process (Reuters, 2026a). This creates a non-price barrier that affects BYD more directly than Tesla because BYD’s Europe growth is structurally tied to exporting China-made vehicles at scale. The competitive consequence is that BYD’s marketing mix in Europe becomes constrained: it cannot rely on simple undercutting without either absorbing margin loss, facing volume risk, or accelerating local manufacturing partnerships (Berezina, 2024).
For Tesla, the EU tariff regime has a two-sided effect because it can protect Tesla’s European competitiveness against the lowest-cost China-made entrants, but it also increases uncertainty for any firm that uses China-based production as part of its European supply chain (Dehghanimadvar et al., 2024). The fact that there is uncertainty is relevant to strategic marketing as it destabilizes pricing strategy, promotional intensity, and dealer or direct-sales forecasting. As far as practical competition is concerned, the EU has shifted to a comparatively stable demand environment of rules to a negotiated trade environment in which product-country-of-origin and compliance narrative are now a part of brand risk management alongside cost management (Glover et al., 2023).
[bookmark: _Toc222154815]How policy is already shifting competitive trajectories
Market performance depicts the interplay between policy and regulatory turbulence and firm capabilities. Tesla’s official release for the full year 2025 reports 2025 deliveries of 1,789,226 vehicles, with Q4 2025 deliveries of 418,227 (Tesla, 2026). BYD’s 2025 performance, by contrast, reflects scale and export reliance under rising trade constraints. Reuters reports that BYD’s 2025 total vehicle sales were 4.6 million, with overseas sales rising to 1,046,083 in 2025 and BYD surpassing Tesla in EV sales, supported by aggressive overseas expansion (Reuters, 2026b). The strategic implication is that it is neither a question of policy of assisting EVs or harboring EVs. It is re-allocating the geographical privilege. Tesla has a less defensible position regarding the intensifying policy screens in the US whereas BYD has a less defensible position regarding where it can turn scale into access without punitive tariffs or restrictive sourcing regulations. This is aligned to the perception that industrial policy in this case may help reconfigure competitive advantage by reorganizing value chains and market boundaries in lieu of fixing externalities (Petricevic and Teece, 2019; revisited in recent strategy literatures, see Oqubay, 2025).
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Figure 2: Tesla Fourth Quarter 2025 Production, Deliveries & Deployments (Tesla, 2026).
[bookmark: _Toc222154816]Macro actor 2: Technology ecosystem (battery economics and charging infrastructure)
[bookmark: _Toc222154817]Battery price dynamics are compressing differentiation while amplifying scale advantages
The EV cost frontier is moving quickly, and the benefits accrue differently to Tesla and BYD. BloombergNEF’s 2025 battery price survey reports a new low, with average lithium-ion battery prices in 2025 falling 8% to $108/kWh (BloombergNEF, 2025). This is a big opportunity for both companies since it contributes to lower entry prices and higher headroom of the margin.
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Figure 3: Lithium-ion battery prices dropped again in 2025, with average prices coming down 8% to $108 per kilowatt-hour (BloombergNEF, 2025).
However, it also creates a threat to Tesla’s pioneer differentiation: when industry-wide costs fall, product parity rises, and it becomes harder to justify premium positioning solely on efficiency and manufacturing learning. Tesla must therefore lean more heavily on ecosystem assets, software value, and brand trust to protect price realisation (Basile, 2026). For BYD, declining battery prices amplify a follower advantage rooted in scale because cost reductions can be translated faster into mass-market pricing moves, expanding volume share and forcing competitors into margin compression (Gaccione, 2024).
[bookmark: _Toc222154818]Charging infrastructure is becoming a standard-setting contest that favours Tesla’s network logic
The idea of charging availability has ceased to be the matter of opening the market; it has become the matter of the default ecosystem creation. In 2024, it also adds over 1.3 million public charging points around the world, over 30 percent, and it emphasizes that access to public charging is central to mass adoption in segments who lack home charging (IEA, 2025). In the case of Tesla, the strategic marketing opportunity is scale charging growth enhances the value of interoperability, and Tesla North American Charging Standard pathway places it as a de facto gatekeeper of a key complementary resource (Sheng, 2025). The Tesla NACS page itself mentions that during the course of 2025, the Tesla North American Supercharging network is being opened to other automakers as they switch to NACS (Tesla, 2025). This puts Tesla in a new competitive stance whereby it is not one of many automakers, but one of eco system orchestrators, as access to charging affects vehicle consideration and low-switching friction.
[bookmark: _Toc222154819]US infrastructure utilisation data shows the ecosystem is turning into a volume flywheel
The US charging ecosystem is not only expanding, but it is also used extensively, which increases first-mover network effects. According to the Full Year 2025 report of Paren, 141 million fast-charging sessions are projected in 2025, a growth of about 30 percent annually, which means that infrastructure is turning into a lifestyle and not a capacity lay idly (Paren, 2026). This helps Tesla to be competitive as the high utilisation enhances the economics and political legitimacy of charging networks, fostering further growth and enhancing the consumer dependence on the network (Prakhar et al., 2025). It is also a threat: with increasing utilisation, reliability will be a reputational battlefield, and failure of operations will harm the ecosystem benefit of Tesla to a greater degree than a traditional product malfunction would.
The way federal programme is implemented also has an effect on competitive positioning since it will define the areas where coverage gaps will be filled. A policy brief reports that as of February 2025, 48 states had committed a total of 526 million dollars through NEVI and contracted close to 4,000 DC fast charger ports, which is an indication that public funding is actively causing corridors to be covered (Atlas Public Policy, 2025).
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Figure 4: Federal EV Charging Programs Status (Atlas Public Policy, 2025).
In the case of Tesla, the buildout of the public corridors can become an opportunity and a threat at the same time: it will increase the category, yet lessen the exclusivity of Tesla-only charging access over time (Tang, 2024). In the case of BYD, publicly-funded interoperability can lessen the drawback of not having a proprietary network as an entrant provided that BYD can work on those networks without issue and that connector standards, roaming, and payment experience are consumer-compatible.
[bookmark: _Toc222154820]Task 2
[bookmark: _Toc222154821]Strategic responses mapped to Porter’s Generic Strategies
Growth reaction response to decreasing industrial policy and charging ecosystem competition in Tesla has been to strengthen a differentiation approach with alternative selective cost leadership leveraging in order to defend volume in incentive-sensitive segments. Tesla has considered charging a justifiable complement and an influence channel, not just a cost centre, on differentiation. The announcement of the connector design to the industry and supporting interoperability under the North American Charging Standard make Tesla an ecosystem organizer, shifting the benefit on the vehicle characteristics itself to the accessibility and convenience of the network (Tesla, 2022). This is operationalised in the following way; that by 2025, the Tesla North American Supercharging network is opening up to additional automakers as they switch to NACS, in effect making the Tesla standard the default and decreasing perceived risk of owning a non-Tesla EV by consumers (Tesla, 2025). It is system-value differentiation and switching-cost differentiation, and the differentiating value is the reliability in charge and access, as opposed to product design (Johnson et al., 2023). At the same time, Tesla also applies cost leadership logic by lowering end-to-end cost and protecting it’s right to receive US purchase incentives by localisation and supply chain compliance due to the increasing tendency towards consumer willingness to pay after credits instead of list price in EVs (Kotler et al., 2022).
BYD’s growth response is more clearly anchored in cost leadership combined with adaptive portfolio positioning as regulation fragments markets. The firm’s structural advantage is battery and manufacturing scale, and the macro environment has pushed BYD to translate that advantage into rapid international expansion and aggressive entry pricing, while also hedging policy risk through localisation plans in tariff-exposed regions. Reuters reports that BYD forecast exports would account for about 20% of global sales in 2025, with 800,000 to 1 million deliveries outside mainland China, indicating that growth is being pursued via cross-border volume and not just domestic deepening (Reuters, 2025a). In Europe, where countervailing duties and political scrutiny can tax away China-based cost advantages, BYD’s strategic response has been a stated pivot to local production. Reuters reports BYD’s intent to produce its EVs for Europe locally within three years, citing leadership commentary linked directly to avoiding EU tariffs (Reuters, 2025b). This is aligned with the cost leadership logic of Porter since it retains the capacity of pricing low than the existing players after factoring in the trade frictions and retains an adequate margin to finance market entry and dealer-network establishment (Datta, 2022).
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Figure 5: Application of Porter's generic strategies model on BYD and Tesla (Author, 2026).
[bookmark: _Toc222154822]Strategic responses through Ansoff’s Growth Matrix
The core Ansoff direction of Tesla is market penetration in the existing core markets through ecosystem support and selective product development to preserve premium positioning. In Tesla, penetration is evident in the further expansion of physical and digital entry points that lower the barriers to purchases. The annual report submitted to the SEC by Tesla in 2024 demonstrates that it continues to expand Supercharger network coverage and the infrastructure behind it, reducing entry barriers to first time buyers since it indicates network sufficiency (SEC, 2025). This plan aligns with the finding that the presence of charging infrastructure significantly enhances the propensity to pay and lowers the behavioural obstacle to EV adoption, hence the network is a source of demand-side growth instead of a neutral input in the industry (Ahmad et al., 2025). The response of Tesla product development is associated with the software-enabled value, energy technology and manufacturing process innovation, which ensure the differentiation despite battery costs being shrinking and the competitors approaching minimum performance (Di Maro, 2025). The industry forecasts that EV production is going to be cheaper as a result of manufacturing innovations like gigacasting, where Tesla is generally well-known as a leader, which can help Tesla to resist margins as well as preserve price points (Reuters, 2024). This is a strategic paired Ansoff action, protect penetration at low price and availability, create product and process differentiation to ensure that the perceived value of the brand remains superior to the commoditisation of the competitors (Loutraris, 2025).
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Figure 6: Application of Ansoff's matrix on BYD and Tesla (Author, 2026).
BYD’s dominant Ansoff pathway is market development through geographic expansion plus product development via portfolio broadening to match heterogeneous regulatory and infrastructure conditions. Europe is treated as a growth market where BYD can scale its share through competitive pricing and broadened distribution, and Reuters data show Chinese brands nearly doubled their combined European share to 5.1% in H1 2025, demonstrating that demand is available for low-price, feature-competitive entrants even amid tariff uncertainty (Reuters, 2025c). BYD’s product development is evident in its stated near-term European mix emphasis, where plug-in hybrids are positioned as a bridge for markets with uneven charging availability and price sensitivity, thereby reducing adoption risk for mainstream buyers while maintaining BYD’s electrified brand identity (Reuters, 2025b). The methodology is appropriate to the body of empirical research that the barriers to EV adoption are multi-dimensional and need to be addressed with a set of fiscal incentives, infrastructure preparedness and product-market fit, and not just a technology push (Qadir et al., 2024).
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