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Executive summary

This paper systematically studies and analyzes the macro factors, industry factors, and corporate marketing market factors of the brand's rise and examines its successful experience, current problems, and challenges. It is based on the fundamental principles of marketing and the analysis tools of PESTEL and Porter's Five Forces. Specifically, the mismatch between its brand positioning and price reductions that it frequently makes. Finally, suggestions are offered based on the findings for how to improve the chosen company's marketing strategy by sticking to cost pricing, taking into account both the high-end and mass markets, and maintaining current competitive advantages.

1.Introduction

Since its launch in 2003 through 2012, the Tesla Roadster has dominated the market for electric sports vehicles. Tesla's Model S/X supplied high-end goods from 2012 to 2016 and achieved Elon Musk's vision of "creating inexpensive electric automobiles with the revenue of sports cars." The company achieved its goal of "using income to make electric vehicles with affordable prices" from 2016 to 2019 by dominating the mass market with the Model3/Y; the opening of the Shanghai plant at the end of 2019 ignited a Tesla capacity storm, ushering in a highlight period from 2020 to the present. What internal and external elements have contributed to the success of the Tesla automobile brand? What problems exist today? In-depth analysis and study will be done for this paper from the macro, industry, and company micro angles.

2.Main Findings

2.1 Based on Pestel analysis, the effect of the macro environment on marketing strategy

2.1.1 Analysis of political environment

The international society has recently become aware that car exhaust emissions are a significant component contributing to the ongoing degradation of the living environment for humans. Due of this, the US government intends to spend $7.5 billion on the creation of electric vehicles by 2019. In such a political setting did Tesla Motors develop. Deliveries are limited to 200,000 per automaker in the US, although the US government provides a $7,500 tax credit to each buyer of a new electric vehicle as an incentive. Tesla was the first manufacturer in 2018 to reach the mark. The new incentive change will allow Tesla to recover $7,000 in tax credits per 400,000 electric vehicles sold in the US[1]

.2.1.2 Economic environment analysis

The availability and quality of the infrastructure for making affordable vehicles, the amount of taxes, and changes in the nation's overall macroeconomic climate are only a few of the economic elements that have an impact on Tesla[2-4]. Other significant economic factors that could have an impact on automakers are the decline in battery prices, the rates of inflation and interest, and labor costs[5]. The COVID-19 pandemic had a rather negative early 2022 impact on the car industry's production, delivery, and sales. In addition, the ongoing conflict with Ukraine has led to record inflation and severely tightened material supply, driving increasing costs for automakers. Due to increasing raw material costs, rising inflation will raise production costs, which will ultimately result in higher end product costs. If a result, as affordability decreases, so will the company's sales.

2.1.3 Social environment analysis

Companies that operate electric vehicles may have an opportunity to enter the U.S. market, where more and more individuals are choosing electric vehicles since they are more environmentally friendly. These firms' primary goal is to create efficient cars because, according to statistics, 15-20% of people prefer them to have superior features and total safety[6]. The Tesla automobile, a brand-new high-tech fashion vehicle, grabbed a lot of attention when it first came out, considerably boosting consumer demand for electric vehicles and creating a frenzied pre-sale period. Clients will regard businesses that value diversity and inclusive work environments more highly than those that do not as living standards rise and environmental and high-tech concepts become more widely accepted. Tesla's cutting-edge and environmentally friendly business operations have propelled an advancement in the production of electric vehicles.

2.1.4 Technical environment analysis

Plants that make cars are resource-intensive, meaning they consume a lot of resources. First off, Tesla has invested millions of dollars in the study and creation of cutting-edge technologies. It might be argued that Tesla has improved the tech auto sector and made a difference. Products that are innovative give the business a competitive advantage in the market. Second, some excellent examples of energy efficiency include fuel efficiency, lithium-ion batteries, and electric vehicles. The organization is able to create trends for a sustainable future because to advancements in energy-saving technologies. Finally, automation and the application of artificial intelligence are two of Tesla's most significant aspects. OTA updates, for instance, just as on an Android or iPhone smartphone. Tesla's vehicles now have the option to use autopilot software, which was implemented in April 2019. A Tesla account can be used to purchase the Autopilot software.

2.1.5 Ecological environment analysis

The two things that set Tesla apart from its rivals are its high levels of fuel efficiency and environmental friendliness. Electric vehicle dead batteries wind up in landfills, where they contribute to pollution. In addition, batteries that are improperly disposed of or recycled can release harmful chemicals into the environment, increasing the risk of diseases including cancer and other neurological ailments. 27 states in the US have passed e-waste legislation requiring businesses to achieve goals for product recycling. In Indiana, for instance, 60% of e-waste should be subject to obligatory recycling, and businesses who don't fulfill their goals would be fined[7]. According to estimates, Tesla has 3.5 gigawatts worth of solar panels installed, which provide 13 terawatts of renewable energy. The company uses this energy for a variety of purposes, such as superchargers and other production facilities. The company also produced the largest lithium-ion battery ever in South Australia. Initiatives like zero carbon emissions, electric vehicles, and superchargers are raising the environmental protection standards for all other tech and automotive businesses. It may be argued that Tesla has significantly helped preserve the environment.

2.1.6 Analysis of legal environment

Tesla's development and financial success depend greatly on its distinctiveness, design, and technology. Under the National Traffic and Motor Vehicle Safety Act, the National Highway Traffic Safety Administration, which oversees the American car industry, establishes guidelines and requirements for automakers in relation to the development, production, and use of automobiles. Additionally, a recent infrastructure law passed by both political parties in the federal government mandates the installation of lane-keeping assistance, automatic emergency braking, and forward collision warning systems by commercial enterprises[8]. These regulations will raise the price of automobiles. The government also recently unveiled the IP Grant Property Scheme to provide funding to firms for a range of activities, including IP asset management, IP commercialization, and payment for IP-related services in the UK and overseas [9]. This program aims to provide an environment that is conducive to innovation for manufacturers of electric vehicles.

2.2 The impact of industry environment on Marketing Strategy -- Based on Porter's Five Forces analysis

2.2.1 Bargaining power of suppliers

Meanwhile the market mechanism is rather good, all manufacturers compete fairly, and there is no technological monopoly, the traditional automobile industry has been expanding for a while. As a result, suppliers have minimal negotiating power. Additionally, core technology is the key deciding element. For example, Tesla produces its own battery management system, providing them a technological edge over rival companies and eliminating the need for supplier negotiations.

2.2.2 Bargaining power of buyers

Customers’ ability to negotiate cars is weak reasoning from electric vehicle thoughts due to reasons including, mostly for the following reasons: First, certain economically powerful groups choose electric cars because they value other values outside money, such as automotive experience, a fascination with new technology, or even novelty. Second, pure electric vehicle manufacturers set their own prices because there are few rivals in this market and no other options for customers to compare prices with.

2.2.3 Threat of new contestants

Electric vehicles are a new industry with significant technical needs. It is challenging to break into the electric vehicle market if there is no specific technology. Electric vehicles also have a high manufacturing cost and require a lot of financial support. The industrial threshold is higher compared to other sectors since new entrants need substantial funding.

2.2.4 Threat of substitutes

Tesla is unquestionably the most endangered by alternatives as the market leader in electric automobiles. The two primary alternative products from the standpoints of environmental preservation and energy efficiency are hybrid and fuel cell electric automobiles. There isn't much room for automotive innovation because hybrid vehicles have been studied and developed for a very long period, with technology that is becoming more advanced, great stability and safety, and high market recognition. Fuel cell electric vehicle batteries have a long lifespan and great stability, but the battery system is more complicated, fuel cells are expensive, and breakthrough technology is required.

2.2.5 Competition degree of competitors in the same industry

There are currently new energy vehicles like BYD in China as well as Mercedes-Benz, BMW, and Audi on the global market. More businesses will enter this market. There is a significant overlap between the client bases of established brands and Tesla among high-end consumers as well as between the customer bases of various Chinese brands and new electric car enthusiasts. Since BYD routinely works with Chinese public transportation service providers, other firms are happy with the plan, especially in light of the "out of control" Tesla scandal that was made public this year and increased sales volume[10].

2.3 Analysis of internal marketing characteristics of enterprises

2.3.1 Target market

The heart of all marketing is market positioning. Brand marketing is a crucial link in order to extract the target group's most alluring competitive advantages and communicate them to consumers via specific channels in order to access their psychological makeup[13]. Luxury 100% electric coupe is where Tesla started to establish their position. For starters, electric cars may behave like sports cars without the high price of a premium vehicle and can accelerate quickly without changing gears. Second, in a time when pure electric vehicles are only starting to appear on the market, more individuals are looking for consistency rather than novelty in their high-end automobiles, and their decision to buy will be influenced by their stable mistrust of new technologies. But when it comes to high-end Tesla models, these individuals have a tendency to be more open to novelty, more environmentally conscious, and more competitive. Their requirements are entirely satisfied by Tesla's premium energy-saving positioning[14].

2.3.2 Media Selection

It's difficult to imagine Tesla delivering anyplace else, whether it's on the APP opening screen, the advertising in front of the videos, or cross-platform promotions, aside from the essential official material and promotional events. Tesla's marketing and launch expenditure is essentially nil in comparison to rival firms' annual marketing budgets of several hundred million dollars. According to what Musk refers to as basic principles, good things speak for themselves. Word-of-mouth has a powerful transmission force that is far more direct than advertising, more convincing, and has a very high conversion rate. The early Tesla practice of recommending mileage dramatically increased car owners' enthusiasm and magnified the impact of word-of-mouth advertising. Tesla naturally withdrew the mileage incentive for the introduction to further reduce expenses when the delivery of the Model3 and ModelY increased due to the word-of-mouth impact brought on by the hundreds of thousands of owners.

2.3.3 Brand marketing for managers

The world's largest market doesn't have a problem with Musk's reputation in the business and IT worlds, along with his impact on the newly acquired market, and even a single tweet can move the stock of Tesla or Bit. Because of Musk's well-known charm and his accomplishments in a variety of sectors, particularly SpaceX's grandiose plan to establish a colony on Mars, many people are drawn to him. Musk will inevitably become the first person to deliver items to Tesla as a result of these positive feelings for his intellectual property (IP), which will readily translate into positive feelings for Tesla.

2.4 The shortcoming of Tesla's marketing strategy -- the contradiction between brand and pricing

Tesla uses a skimming price approach when first entering the Chinese new energy vehicle market. This strategy targets the high-consumption market by undercutting the positioning of supercars and luxury vehicles, quickly raises brand awareness, and promotes future downward penetration. The target consumer groups are primarily well-off, powerful individuals and enthusiasts who are fixated on cutting-edge vehicles. They are not price sensitive because of their understanding of environmental protection and low price elasticity of demand. The celebrity effect and acting in movies, on the other hand, can be used to attract media attention, develop strong relationships with the media, and publicize it to the general public in order to fast recover the investment and earn a higher return in the short term[16]. Because of this, Tesla positioned its brand as providing "high-tech automobiles + fresh energy" when it initially entered the Chinese market. It first raised prices for high-end customers in order to maximize profit margins before attempting to acquire market share and ultimately boost sales. Tesla found it difficult to achieve scale effects and receive government subsidies in China at the time because it had not yet fully understood the notion of localization.. Additionally, in 2018[17], the turnover increased by -15.4%. As a result, Tesla was compelled to alter its pricing approach, lower the market as intended, attract more potential buyers, and increase its market share in China.

Tesla's pricing strategy is likely to change to predatory pricing in the future if it keeps slashing prices as it has recently. For instance, it is easy to see how Tesla's joint venture with traditional pricing standards is the production cost principle and luxury brands taking profits for king in Model 3. Tesla does this by giving up production profits on schedule and maintaining a high level of market competition, which is also the key to Tesla's market subversion. Additionally, in 2018[17], the turnover increased by -15.4%. As a result, Tesla was compelled to alter its pricing approach, lower the market as intended, attract more potential buyers, and increase its market share in China.

Tesla's pricing strategy is likely to change to predatory pricing in the future if it keeps slashing prices as it has recently. For instance, it is easy to see how Tesla's joint venture with traditional pricing standards is the production cost principle and luxury brands taking profits for king in Model 3. Tesla does this by giving up production profits on schedule and maintaining a high level of market competition, which is also the key to Tesla's market subversion. However, Tesla is currently eager to satisfy the needs of the general market in order to make quick profits, which results in a very unstable price. Even if the price is regularly decreased, this phenomena will have a negative effect on the brand image[18] and have a significant negative influence on the trust of former customers in the brand value and brand emotion. Therefore, Tesla's price approach is more akin to that of the first generation of Apple mobile phones[19] than it is to that of a "luxury automobile" brand. Tesla reduced the cost once more at the end of October this year. Despite the fact that this conduct can fulfill the year-end momentum goal of better performance and faster destocking, however, it has hurt users who have finished picking up the automobile and making the final payment within the past month, which has led to a lot of customer displeasure. Tesla is not in the premium segment of the market, according to Martin Ziptzer, CEO of BMW. "It simply enjoys lowering prices to boost sales. For the long run, we don't want to do that."3. Conclusion

First and foremost, external factors contributed to Tesla's success. The company was able to properly comprehend the macroenvironment, examine its change rule, and recognize and take advantage of market opportunities made available by the external environment. The second is the industry element, which means utilizing all available resources to strengthen the company's competitive edge; the third is the enterprise marketing market aspect, which means the company must develop and put into practice an efficient marketing plan. But we also need to recognize the discrepancy between Tesla's marketing as a "luxury car" brand and its pricing strategy of routine price reductions. Tesla has made significant earnings from the high-end market, but it is also under competition from established automakers and emerging players in the industry. Another critical issue that needs to be resolved is how to keep the top spot in the sector.

4. Recommendations

4.1 Stick to cost pricing

Since green products have historically been far more expensive due to new energy vehicles' internalization of external environmental protection costs, Tesla likewise used a skimming price approach to break into the market when it introduced the Model 3. As the production and supply systems get more developed, the production scale effect will develop and the cost of producing goods will steadily go down. To encourage information sharing between upstream and downstream businesses, it is therefore vital to optimize the staff structure, create a multi-supplier structure and reserve, and integrate external value chains[20].

4.2 Both high-end and mass market

Due to its premium price model, Tesla's specialized market is high-end society. As a result, it overlooks over 83 percent of the American population. Tesla's profit margins would be substantially higher if they focused on this market. They only need to present consumers with an installment offer to accomplish this. This will help them retain a premium and enable Tesla's premium features for the other 83% of customers.

4.3 Maintain existing advantages in the competition

None of Tesla's rivals now have the capacity to create an electric vehicle that can compete with Tesla. Tesla's fundamental skill is energy, and the company has developed cars that run on it as well as potent lithium-ion batteries to store it and solar panels to capture it. Tesla benefits from the gradual shift in consumer preference toward electric vehicles since it has produced a wide range of products from which customers can select[21].References
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