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Executive Summary
This marketing report aims to make a holistic clarification of the marketing strategies applied by Tesla in China. With the purpose of making a detailed explanation of Tesla’s marketing strategy, this report will take a hybrid usage of the strategic tool, including SWOT analysis and PESTEL analysis. By analyzing the marketing strategies of Tesla, this report aims to list several recommendations for its marketing development in China. 

















Introduction
As a US-based manufacturer of electric cars and other energy products, Tesla was co-founded in 2003 in Silicon Valley by a group of engineers. Having been developing at a fast pace, Tesla has become one of the leading electric vehicle manufacturing corporates in the world. Not only in the US market, but also in China. Through the mass manufacture of electric automobiles, Tesla aims to hasten the global switch to sustainable energy. Under the Tesla Motors and Tesla Energy brands, the company offers stationary battery pack systems for use in residential, commercial, and utility-scale projects. Instead of focusing on the sale of individual products, Tesla's marketing strategy is brand creation. This strategy, called "product-as-a-service," aims to turn Tesla into a one-stop shop for all of consumers. 

However, when entering the Chinese market, Tesla also inevitably had to encounter considerable challenges. While Tesla is developing in China at a high speed, an increasing number of Chinese local electric vehicles are also growing with strong momentum. In the meanwhile, numerous safety incidents have also led to a decline in consumers' trust in Tesla. How to adopt proper and efficient strategies to rebuild Tesla’s corporate image has become urgent.











Main Findings
1. Marketing Strategies of Tesla
1.1 Make Use of the Celebrity Effect.
The first Tesla models were high-end, technologically advanced sports automobiles. At the beginning of its establishment, Tesla issued a list of its first 1000 customers instead of using the standard big-screen advertising strategy used by established automakers during the early stages of brand creation. The list included well-known corporate founders, well-known movie stars in the media and entertainment industries, as well as celebrities and newcomers in the technology industry, and even politicians and celebrities. Words like technology, premium, fashion, innovation and so on have been used to describe Tesla.

1.2 Set up a model of “Network Direct Sales plus Experience Stores”
In China, the Tesla 4S store on Dongdaqiao Road in Beijing primarily sells accessories to allow customers to fully appreciate the distinction between pure electric automobiles. 

Tesla has set up a total of 233 experience stores and showrooms in China. Such experience stores are often free of pressure to perform and are more about immersing customers in the cultural context of Tesla land and enhancing their knowledge of the product and brand. If consumers have the desire to make further purchases they can complete product customization and prepayment directly on the official website. After the order is placed, the factory also changes the previous model of producing first and then selling, but takes the order production system for late delivery, and finally the customer pays the final payment and the enterprise completes the delivery.





2. SWOT Analysis 
SWOT analysis is one of the most frequently used techniques in helping a corporate or an organization to identify its strengths, weaknesses, opportunities, and threats. Through these four factors, researchers are capable of analyzing the condition of the corporate. In a word, as one of the most useful techniques, SWOT analysis is helpful for corporates and organizations: use strengths and competitive advantages to seize the opportunity, and turn the weaknesses into potential strengths, thus identifying ways to prevent risks.

2.1 Strengths
2.1.1 Advanced Innovation Technology
Tesla is a successful leader in auto-autonomous driving because its Autopilot user data collection continuously improves the algorithm based on user habits to give a superior user experience with less computer power. For many years, Tesla's onboard ECU (Electronic Control Unit), BMS (Battery Management System), and other algorithms have been tuned, and the processing efficiency is among the highest in the industry. The open-source operating system Linux, on which Tesla's center control tablet is built, boasts high levels of compatibility, stability, security, convenience, and resource efficiency, making it an excellent choice for the onboard center control application situation.

The user's time investment and contact with offline retailers like 4S stores and experience stores can both be decreased thanks to Tesla's OTA online software update.
On the one hand, it lowers the labor and offline land use costs, while on the other, it speeds up the problem-solving process. In order to improve car performance, user experience, and safety, we can upgrade some Tesla high-end models' hardware and firmware through OTA in addition to updating the software and fixing problems in the cars. Many mobile apps that are widely used by the Chinese can function smoothly on the central control panel thanks to the automotive entertainment system and the Linux platform's excellent compatibility, including Tencent Video, iQIYI, etc. 
 
2.1.2 Elon Musk, the Influential CEO
Not all users can easily say the name of the founder of a company, but for Tesla, the name "Musk" seems to have been firmly tied to it. In 2012, the first purely electric car landed in the world, breaking the old logic of traditional cars powered by oil for the first time. In 2013, Musk proposed the "Super High-Speed Rail Project", which will exceed the speed of airplanes; in 2018, SpaceX launched the Falcon Heavy rocket to send the Tesla Roadster into space. As a very influential CEO, Elon Musk tried every means to popularize his corporate- Tesla.

2.2 Weaknesses
Safety Issue
In the past few years, Tesla started to appear some safety issues. On February 2022, according to the National Highway Traffic Safety Administration website, Tesla would recall 817,000 vehicles in the U.S. because the seat belt beep will not sound after the driver fails to fasten the seat belt after the vehicle is started, which is also the largest vehicle recall since the establishment of Tesla. The vehicles involved in the recall are: Model S and Model X produced between 2021-2022, Model 3 produced between 2017-2022, and Model Y produced between 2020-2022.

Also in China, there have been quite a few incidents due to security issues. Recently, the State Administration of Market Supervision and Administration issued a recall announcement involving Tesla vehicles. The announcement shows that Tesla Motors (Beijing) Co., Ltd. and Tesla (Shanghai) Co., Ltd. filed a recall plan with the State Administration of Market Supervision and Administration in accordance with the requirements of relevant regulations and decided to recall more than 80,000 Tesla vehicles. So far this year, Tesla has conducted five recalls in the Chinese market. 

2.3 Opportunities
2.3.1 China’s New Energy Vehicle Market has Great Potential.
At present, China’s economy is growing steadily, as well as showing a steady upward trend. Also, China’s new energy vehicle market has great potential. As the world's largest automotive market, sales of new energy vehicles in China have increased significantly in recent years.

The production and sales of new energy vehicles in China have maintained a high growth trend since the beginning of this year. In the first 10 months of 2022, the production of new energy vehicles was 5.485 million and the sales reached 5.280 million, with a year-on-year growth of 1.1 times. Only in October, the production and sales of new energy vehicles were 762,000 and 714,000, an increase of 87.6% and 81.7% respectively. (People’s Daily, 2022)

Market penetration is rising rapidly. In the year 2021, the market penetration rate of new energy vehicles reached 13.4%, an increase of 8% over the previous year. As of October 2022, the market penetration climbed to 24%. (People’s Daily, 2022)

In the first three quarters of 2022, global sales of new energy vehicles exceed 7.26 million. China’s new energy vehicle sales reached a 4.567million, accounting for 62.9%.(People’s Daily, 2022)

2.3.2 Increasing Environmental Awareness Among Chinese People
The problems and challenges posed by climate change to society have been widely acknowledged. Due to the advancement of science and culture, people’s awareness of environmental protection have gradually developed. (Liu, Chen, Bai, 2022). People’s opinions towards new energy vehicles are gradually transforming. With an increasing number of people becoming aware of the importance of new energy vehicles, the focus of purchasing cars will also be shifting to this field. 

2.3.3 The Use of Electric Vehicles will soon Become a New Normal in China. 
Hainan province, one of China’s most well-known tourist cities in southern China, has officially announced that all newly bought or replaced public vehicles would run on clean energy by 2025. And the sale of fossil fuel-powered vehicles would be banned by 2030. According to its provincial authorities, Hainan province intends to become the first province in China to outlaw the sale of fossil fuel-powered automobiles. (Yeung and Deng,2022)

The behavior of Hainan province may have set a benchmark for the rest provinces of China. And it can represent the trend of China in the use of electric vehicles to some extent. 

2.3 Threats
The Rise of Other New Energy Vehicles Corporates in China.
According to the global new energy brand sales data for 2021 released by the professional organization CleanTechnica, Chinese car companies account for 8 of the Top 20 global new energy vehicles. At the same time, Chinese new energy vehicle NEV startups such as NIO, Xiaopeng and Li Auto are also competing for the market share. 

From BYD to Xiaopeng, from Li Auto to Huawei, China has formed its new energy vehicles industry cluster. So far, it has covered the whole industry chain from power batteries to electric motors and electric control, from intelligent cockpits to automatic driving and intelligent network connection (He,2022). 

	NO.
	NEV
	2022.11
	2021.11
	Market Share

	1
	BYD
	217,624
	90,142
	36.4%

	2
	Tesla
	62,493
	31,732
	10.4%

	3
	SGMW
	34,510
	44,157
	5.8%

	4
	GEELY
	31,988
	12,620
	5.3%

	5
	AION
	28,765
	14,566
	2.5%


Table 1 Ranking of sales volume of new energy vehicle enterprises in November 2022 (unit: vehicle)

As can be seen from Table 1(source: cpcaauto.com), as of November 2022, BYD ranks at the top in the sales of new energy vehicle enterprises in China. Tesla is not the only choice for Chinese consumers.





















3. PESTEL Analysis
PESTEL analysis refers to a strategic framework that is usually applied to evaluate the environment in which a corporate or an organization operates. Precisely speaking, PESTEL analysis focuses on the key factors which may influence a corporate or an organization. Traditionally, PESTEL reflects the names of six segments of the external environment: political, economic, social, technological, environmental and legal. 

3.1 Political Factors
At present, China's political situation is stable without major social unrest. People's life is stable and the living standard is high, which lays a good foundation for Tesla's development in China.

Generally speaking, political factors are mostly decided by government policies. Early in the year 2020, the Ministry of Finance, General Administration of Taxation, Ministry of Industry and Information Technology has officially announced the policy of vehicle purchase tax exemption for new energy vehicles. On September 26th, the Ministry of Finance, General Administration of Taxation, Ministry of Industry and Information Technology issued another announcement on the continuation of the vehicle purchase tax exemption policy for new energy vehicles. New energy vehicles with an acquisition date between January 1, 2023 and December 31, 2023 are exempt from vehicle purchase tax (www. gov. cn). Influenced by the policies, Chinese residents will be more inclined to purchase new energy vehicles rather than traditional cars. 

3.2 Economic Factors
As a type of high-level demand consumption, the market demand for vehicles is closely related to the condition of economic development. When the economic environment remains good, consumers are optimistic about the future, thus tending to buy vehicles to improve their life quality. Correspondingly, if the economic climate is in a bad situation, people will be pessimistic about the outlook and most of them will not choose to make purchases on the vehicle. People’s consumption behaviors are inclined to be rational.

China has witnessed great economic development in recent years. Besides, with a large number of people, China has long been considered to be a promising market for a variety of companies. According to China’s National of Statistics, in 2021， the index of new dynamics of China's economic development increased by 35.4% over the previous year (2022). The average annual growth rate of the Chinese economy from 2013 to 2021 is 6.6%, significantly higher than the world average growth rate of 2.6% and the developing economies’ rate of 3.7% (Xinhua Net, 2022). Over the past decade, China’s per capita gross national income (GNI) has made a new leap as it accelerates to move up the global value chain. In 2021, China’s per capita GNI reached 11,890 U.S. dollars, doubling that of 2012. China moved up 44 places, from number 112 in 2012 to number 68 in 2021, in the World Bank's ranking of GNI per capita (Xinhua Net, 2022).

Under this circumstance, China’s outstanding economic performance will provide Tesla with a promising market. 

3.3 Social Factors
Marketing today is finally customer-focused. According to the theory of consumer psychology, consumer behavior is determined by external factors and internal factors. Social factors will affect consumers' purchasing decisions and their preferences for products. And consumers' consumption behavior will change social factors accordingly.

Consumer types can be broadly divided into two types: private consumers and organizational customers. In China， most of the consumers of Tesla are private consumers. 

With the growing maturity of China's consumer market, people are becoming increasingly aware of the importance of harmony in personal life and the environment. Electric vehicles (EVs) are currently being introduced as a response to the problem of dependency on fossil fuels, increasing carbon dioxide (CO2) emissions, and other environmental issues(Rezvani, Jansson, and Bodin, 2015). Influenced by the environmental protection theory advocated by new energy vehicles, celebrities and the middle class have also adopted new energy vehicles as a fashion behavior. As more individuals become aware of the significance of new energy vehicles, the emphasis on car purchases will also move to this area.

3.4 Legal Factors
As early as 2020, the State Council of China issued an official notice, making a plan for the development of China's new energy vehicle industry from 2021-2035. Under the principle of market-leading, innovation-driven, coordinated promotion and open development, China will tackle key problems in core technologies of new energy vehicles, as well as strengthen intellectual property protection, deepen the reform of industry management, and improve the policy and regulation system. China has set a well-established legal system for the development of new energy vehicles to boost the development of local NEVs corporates. China is committed to supporting local new energy vehicle brands, which may lead to a decline in Tesla's market share.









Conclusion
In summary, with the development of Tesla in China, the challenges and difficulties it faced have also increased. As China's electric vehicle market continues to develop and mature, Tesla's market share will inevitably be affected and decline. Along with the safety issues that happened in recent years, Tesla must take immediate response to the market. While strengthening technical research, Tesla should reduce, precisely speaking, avoiding the occurrence of safety problems. Meanwhile, adopting appropriate and suitable public relations strategies to re-establish its corporate image and win back consumers.





















Recommendations
1. Increase Technological Investment and Develop Core Technologies.
Although faced with the highly competitive Chinese market, Tesla still has its core technology. For example, Tesla's FSD chip currently ranks as the most powerful self-driving chip in the world. In the era of electric new energy vehicles, technology-led innovation is an important force driving brand value growth. With the purpose of increasing its market share in China, Tesla has to increase its technological investment, as well as develop its core technologies, so as to reduce the incidence of safety issues.

2. Provide Better After-sale Support to Customers
The fact that Tesla offers its consumers high-quality products is one of the factors contributing to its fame. Actually, Tesla provides the greatest post-purchase assistance in this sector. And what we have to admit is that this is what set them apart from the fierce competition in the automobile industry initially. To get better, Tesla will have to keep working on this, providing better after-sale support to the consumers. After all, satisfying consumer psychology is the key to the success of sales promotion.

3. Adopt Proper Public Relations.
Adopt environmental protection and technology as the core of the main public relations strategy. Now Chinese society is very concerned about environmental protection. Tesla can actively organize and participate in various environmental protection activities to recover the consumer trust caused by safety errors. Deepen Tesla's "technological" and "environmental-friendly" image in the minds of consumers.

4. Establishing a New Product Approach.
Establishing a "concrete" and "add-on" new product approach. Tesla should concentrate on creating models that satisfy Chinese consumers' needs in response to their choices, and enhance the domestic product line to as fully as possible please consumers at all levels.
Reference

WIKIPEDIA, SWOT analysis. Available at: https://en.wikipedia.org/wiki/SWOT_analysis(Accessed: 6 December 2022).

Animitevabg(2022) Tesla Marketing Strategy: 10 Curious Things To Know. Available at:https://mktoolboxsuite.com/tesla-marketing-strategy/ (Accessed: 6 December 2022).

Jessie, Y. (2022) Chinese island plans to ban sales of fossil fuel-powered vehicles by 2030. Available at: edition.cnn.com/2022/08/25/energy/hainan-fossil-fuel-vehicles-ban-intl-hnk/index.html (Accessed: 11 November 2022).

NHTSA (2020) NHTSA Announces 2020 Update on AEB Installation by 20 Automakers. Available at: https://www.nhtsa.gov/press-releases/nhtsa-announces-2020-update-aeb-installation-20-automakers(Accessed: 11 November 2022).

Kendall Smith(2021) 没有大规模的营销，特斯拉能继续发展吗？Available at:https://www.nielsen.com/zh/insights/2021/can-tesla-continue-to-grow-without-mass-marketing/(Accessed: 11 November 2022).
Daxueconsulting(2022) Tesla in China: Dominating the EV market with 0 marketing budget. Available at: https://daxueconsulting.com/tesla-in-china/(Accessed: 11 November 2022).

Learning Hub(2022)SWOT分析該怎麼做？【 以 Apple & Tesla & Netflix 為例 】｜SWOT 分析進階技巧 TOWS 法、交叉分析Available at: https://www.hububble.co/blog/swot(Accessed: 11 November 2022).


State Taxation Administration (2020).Available at: http://www.chinatax.gov.cn/chinatax/n810341/n810755/c5148808/content.html(Accessed: 11 November 2022).



4


image1.jpeg
December 2022




