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Conquering the Chinese Market:
Marketing Plan for Tesla in China


[bookmark: _Toc8393195]Executive Summary
With the rapid rise of the new energy automobile industry in the world, the research on the marketing strategy of new energy vehicles has naturally become a hot spot in current research. As a pioneer in new energy pure electric vehicles, Tesla Motors has created a modern car concept and has also opened up a new automotive segment. It can be said that to study the marketing model of the new energy vehicle market, Tesla Motors is an object of study that cannot be ignored.
This report uses case analysis method to conduct research. Firstly, the background information of Tesla will be introduced. Secondly, the internal marketing environment and external marketing environment of Tesla Automobile were analysed by means of PEST analysis and SWOT analysis. Based on this, the STP strategy was studied. Finally, the 6Ps theory is used to study its marketing strategy, and its countermeasures and measures are proposed. For Chinese auto companies intending to enter the new energy vehicle market, Tesla's successful experience in the Chinese market is very worth learning, and the difficulties it encounters need to be faced. Therefore, this paper hopes that through the research on Tesla's automobile marketing strategy, it can find some experiences that Chinese auto companies can learn from so that they can gain a competitive advantage in the future Chinese new energy auto market.
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2. [bookmark: _Toc8393196]Introduction-About Tesla
Tesla Motors is a Nasdaq-listed enterprise that manufacturers and distributes high-end electric vehicles and components. The first car it produced was a pure electric car, the Tesla Roadster (Tesla, 2018a). The car was the earliest car to be powered by a lithium-ion battery and realize an endurance of more than 200 miles (Tesla, 2018c). Between 2008 and 2012, Tesla Roadsters was widely sold with a volume of 2250 in 31 countries, gaining worldwide attention to pure electric vehicles.
Tesla Motors subsequently produced its second car, the Tesla Model S. In 2012, its energy endurance increased to 265 miles (about 430 km) due to the increased capacity of its battery pack and the heavy use of aluminium alloy parts (Tesla, 2018b). It reached the sales milestone of 100,000 units in December 2015, which is the best-selling plug-in pure electric vehicle in the world (Business Insider, 2019). To broaden the portfolio furtherly, Tesla Model X also released and became the world's most accelerated SUV (U.S. News & World Report, 2019). The Tesla Model 3, which is cheaper for all types of B-class luxury sports cars (such as Cadillac ATS, BMW 3 Series, etc.), was rolled out in 2016 and has been updated to enhance its efficacy. Elon Musk, the CEO of Tesla, said that he would try his best to localize and sell all types of Tesla in China simultaneously with the other markets.
While the company designs and produces electric vehicles, it is actively promoting the construction of supercharging stations as a promoter of electric vehicles. In this supercharging station, Tesla owners can charge the car for free and can charge 50% of the power in 20 minutes, which provides a reliable guarantee for long-distance driving (energysage, 2019). Currently, Tesla has more than 400 charging stations covering all essential regions including North American, the Asian Pacific, and Europe. At the same time, Tesla Motors officially announced its entry into the Chinese market. In the Asia-Pacific region, the number of Tesla supercharging stations has also officially exceeded 100, most of which are deployed in China (CleanTechnica, 2019).
Through the use of various marketing models to analyse the macro environment and micro-environment the current electric vehicle market, this paper points out that China's current electric vehicle market has great potential. Besides, the author also conducts an internal analysis of Tesla in the hope to develop an appropriate marketing strategy for Tesla. On the basis of clear marketing theory, the study of the competitive environment faced by Tesla Motors lay as a fundamental basis for the author to formulate the market plan for Tesla Motors. Finally, the possible issues and limitations when implementing the marketing plan are taken into account to address relevant risks and uncertainties.
3. [bookmark: _Toc8393197]The Situation Analysis of Tesla in China
3.1 [bookmark: _Toc8393198]The Analysis of Macro-environment-PEST
Political: the concerns over environmental protection and fossil energy scarcity have been at top priority at government agendas in recent years. During the process of economic transformation in China, the development of the electric autos is catching more attention for the benefits of living quality and environment conservation. A string of policies has been introduced by relevant authorities in China to encourage the innovation of electric vehicles. Five specific measure has been passed and amended by the Council of China to further promote the sector, including accelerate the research and development of power batteries; accelerate the establishment of charging stations, expanding the use of new energy vehicles in public transportation; enhance the quality of new energy vehicles; enhance support regulations to stimulate development (Wang, Li and Zhao, 2017). it thus can be anticipated that the electric vehicles will a crucial aspect of government work in the coming future. Under the support of the Chinese government, the infrastructures of new energy vehicles are constantly improving and expanding, and various unified regulations are also being introduced and adjusted. This will ultimately be resulted in consumers to dispel the consideration that electric vehicles are niche products that still have imperfections so that new energy vehicles such as Tesla will be increasingly welcomed by Chinese consumers (Lin and Wu, 2018). The success implementations of wide-ranging favourable policies have also resulted in more intense competition in the Chinese market.
Economic: The demands of the automobile actually follows a similar pattern of economic growth. The pleasant economic growth will result in optimist anticipation of economic prospects. Thus, consumers are more willing to spend to improve their quality of life; the bad economic growth will result in the pessimistic anticipation on the economic outlook, the consumption orientation is also tilted towards rationality (Wang et al., 2017). The growth of GDP sustained at 6% in 2016 and 2017, and the annual growth rate for GDP in 2019 and 2020 is projected to trend around 5.60% in 2020 (National Bureau of Statistics of China, 2019). The economic growth of China has begun to enter the structural adjustment phase due to economic transformation and will remain relatively lower than in previous years in the future decades. It seems that despite the continuous release of various stimulus policies in the auto market, it is impossible to maintain the double-digit growth trend in previous years.
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Figure 1. China GDP Annual Growth Rate (Source: National Bureau of Statistics of China)
In 2018, the exchange rate of Yuan also fluctuated significantly. the central parity rate of the RMB against the US dollar in the inter-bank foreign exchange market on April 4th of the same year was 6.2725 yuan, compared with 6.9241 yuan on January 2ed, 2017 (CEIC, 2019). The accumulated depreciation in the year was huge. As of May 2019, the Yuan against dollar remained at a relatively high level of around 6.7346, but many have worried that there will be a depreciation trend due to the Sino-US trade war (South China Morning Post, 2019).
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Figure 1. Dollar Yuan Exchange Rate (Source: CEIC)
Although China is a huge market for other automakers such as Ford, General Motors and Chrysler, these companies have established joint ventures with Chinese companies, protecting them from tariff adjustment due to Sino-US trade wars to a large extent. However, the market entry into the Chinese market still relies on exporting, which indicating Tesla is much more vulnerable to the uncertainties brought by the Sino-US trade war.
Social：In recent years, the terrible weather caused by environmental pollution that is common in the Beijing-Tianjin-Hebei region has raised the public consciousness towards automobile exhaust. In this case, products with environmental protection concepts, have gained more popularity among Chinese people. As an environmentally friendly automobile with zero-emission, the ideology of Tesla is in line with the value orientation of sustainable development (Lin and Wu, 2018). Thus, electric vehicles will gain more recognition and perception among Chinese consumers in the long run. Tesla's models also emphasize the excellent performance and exquisite design, which can be applied to stimulate the purchasing impulse of the young generation (She et al., 2017).
Technological: Although China has invented a set of technical standards system and test methods, it still has a certain gap compared with the advanced international level (Li et al., 2016). First of all, in the core component technology, China's new energy vehicles still have shortcomings. Secondly, the foreign power battery adopts the automatic production mode, while the domestic one is mainly manual and semi-automatic and does not have the mass production capacity. Thirdly, China's basic infrastructures such as charging networks are still underdeveloped. The construction level of the charging station in China is far from meeting the development needs of electric vehicles.
Nevertheless, the spurt burst of information technology has had a significant impact on the automobile industry. The automobile is more than a means of transportation, it has also evolved into a platform with the intersection of various information. The concept of " Internet of Vehicles" was officially mentioned. The so-called " Internet of Vehicles" means a new type of information platform connect and share the information terminals of the passengers in the vehicle with the vehicle as to the through the automobile network based on the central control system and the wireless network system (Alam, Saini, and El Saddik, 2015). The network can generate and share information ina very broad way, including real-time traffic conditions, accident handling, and medical rescue. With the rapid development in sensing technology, Tesla has expanded its innovation into the autonomous deriving area. The introduction of autonomous driving and extended assisted driving technology into the car is definitely a revolution in the automotive industry. This not only greatly improves driving safety, but also provides an ultimate solution to the city's congested traffic. Tesla is the leading pioneer in the areas of “Internet of Vehicles” and autonomous driving.
3.2 [bookmark: _Toc8393199]The Analysis of Micro-environment- Porter’s Five Forces
Entry threat：In 2009, based on "Automotive Industry Development Policy" and other regulations, the Ministry of Industry and Information Technology formulated the "New Energy Vehicle Manufacturing Enterprise and Product Access Management Rules” (Liu et al., 2018). The management roles have asset the internal requirements and external requirements if enterprises want to enter this industry. External requirements primarily regulate that the new entrants must qualify relevant industrial policies to enter the market. the internal requirement includes that the enterprise must have the ability and condition to carry out the design and production of new energy vehicles and establish an integrated supply chain with upstream suppliers and downstream customers. The external barriers are relatively easier to realize. At present, China’s taking efforts to promote economic transformation due to its ambition in sustainable development. as an environmentally friendly car, new energy vehicles are greatly supported by the state, thus lowing the threshold for potential entrants. However, internal barriers are much harder to overcome. The whole industry in China is still in its infant stage. Despite the fact that the core technologies related to electric vehicles have made some breakthrough, the practical application is still an urgent issue. Thus, it is hard for potential entrants to realize the scale of the economy without continuous investment in research and development. Therefore, the entry threat is summarized as low.
Supplier Power: The supplier of electric vehicle components has emerged with the booming development of the electric vehicle industry. Due to the enormous investment in tangible assets and the differences in the production of electric vehicle components and traditional auto components, the requirements on the technology is higher on the electric vehicle suppliers. There is only a limited number of suppliers within the industry. In summary, the bargaining power of electric vehicle parts suppliers is strong.
Buyer power: Although the Chinese government has adopted various subsidies to stimulate purchasing of new energy autos, Chinese consumers are not very enthusiastic about the consumption of electric vehicles. Due to the small scale of needs, electric vehicles are hard to realize economies of scale, resulting in relatively high sale prices. For consumers who have some social needs, they are sensitive to prices when buying electric vehicles and there are bare costs to alter to other brands (Lin and Wu, 2018). Thus, in summary, buyer power is relatively high due to their sensitivity in price and low conversion cost.
Substitutes threat: the price and conversion costs are two determining factors in measuring substitutes threat (Musonera and Cagle, 2019). The price of an automobile involves the purchase price and the maintenance cost. Traditional automobile technology is fully developed, resulting in high product standardization and economy of scale. The novel electric vehicle industry has yet reached any scale of economy, resulting in high production cost. Judging from the conversion cost, consumers only need to pay a certain economic cost if they want to alter from electric vehicles to traditional cars. Thus, the threat of the substitute is evaluated to be high.
Existing rivalries: The focus of existing electric vehicles enterprises is research and development. If the financial strength of the enterprise is relatively strong, there will be a strong research and investment capacity, as well as the market competitiveness. But the transformation of traditional car makers will pose some threats to Tesla due to the strong experience and capital they have accumulated before. Thus, the competition of existing rivalries is evaluated as moderate.

Figure 3. The Summary of Micro-environment Analysis
3.3 [bookmark: _Toc8393200]The Analysis of Internal Environment-VRIO
Sustainable competitive advantage depends on whether the organization has unique resources and capabilities, depending on whether Tesla can apply these resources and capabilities in developing an appropriate marketing plan. Whether an organization can have sustainable competitiveness requires the internal resources and strengths to be measured and judged in terms of valuable, rare, imitable and whether exploited by Tesla. To this end, the VRIO model is applied here to make a comprehensive and fair evaluation of the competitive significance of the resources and strengths of Tesla through critical evaluation of Tesla’s resources and capabilities.
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Figure 4. VRIO Analysis of Tesla (own analysis)
3.4 [bookmark: _Toc8393201]Recap of Situation Analysis – SWOT
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Figure 5. the SWOT Analysis of Tesla (own analysis)
4. [bookmark: _Toc8393202]Strategic Intent of Tesla in China
Based on the result of situation analysis, China’s electric vehicle market is a market with massive potentialities. The favourable microenvironment, the overall moderate competition of the Chinese market, and the cutting-edge resources and capabilities indicate that the strategic intent of Tesla in China must focus on promoting market penetration.
In October 2018, Tesla announced that it had acquired nearly 1,300 acres of land in Shanghai's Lingang area for 970 million CNY to construct a Gigafactory 3 with the functions of R&D, manufacturing and distribution to localize Tesla for Chinese Market (QUARTZ, 2019). The plant anticipates a production capacity of 500,000 pure electric vehicles per year and will produce cheaper models such as Model 3 and Model Y particular for Chinese customers (Reuters, 2019). The Shanghai Tesla Super Factory will be completed in September this year. The more affordable Model 3 and model Y will stimulate the new demand of the Chinese market.
In overall, it is foreseeable that Tesla will invest more and more strategic resources in China, make the full use of China’s most efficient production capacity and market potential to increase the market share of Tesla rapidly.
5. [bookmark: _Toc8393203]Segmentation, Targeting, and Positioning
Segmentation: The automotive market can be generally segmented according to different segmentation criteria, such as the function, price range, consumer group, and automobile types. Each auto manufacturer often segments the whole market and develop corresponding marketing strategies according to its own brand orientation and technology orientation. Different from the traditional mature automobile market, regional economic development is still unbalanced due to the vast territory of China. While the market difference between different regions is enormous, and the consumption views of the southern and northern markets with different cultural backgrounds are not the same. Consumers in the first-tier cities have long been exposed to the automobile culture (Masiero et al., 2016). Their concept of automobile consumption is relatively mature and optimistic about new energy vehicles. Tesla has addressed their demands in the environmental protection and travel needs of big cities. At the same time, Tesla's exquisite and trendy design will attract young consumers in these developed cities.
Targeting: Based on the results of market segmentation, the major target consumer groups of Tesla can be categories into followings:
· Regarding regions, focus on the first tier developed cities in China and expanding gradually to the second and third-tier cities.
· Regarding demographics, focus on highly educated people with fixed incomes 
· Regarding consumption behaviours, focus on young people who pursue individuality
Positioning: Tesla uses purely electric technology rather than other hybrids and plug-in hybrids on the market. Under the situation that the fog and exhaust pollution in major cities are getting more and more serious in China, the zero-emissions of Tesla's vehicles can just alleviate this environmental crisis. Rather than an automobile manufacturer, Tesla regards itself as a technology company striving to combine the most advanced technologies in its products and services. This kind of technology genet rooted in Tesla distinguish it from others within the crowded automobile market. Tesla has become the benchmark for the mutual integration and integration of electric vehicles and other technologies. In summary, Tesla Motors' positioning in the Chinese automotive market should be an advanced automobile brand that meets Chinese demands of young consumer with environmentally friendly technology, superior performance, and ambitious innovation.
6. [bookmark: _Toc8393204]Strategy Formulation
The market penetration is used by Tesla as its primary strategy in China, with product development as a secondary strategy. Tesla's annual report shows that sales in China in the year of 2018 were 1.757 billion US dollars, declined 15.4% from 201 (Quartz, 2019). The proportion of business revenue in China is also dropped from 17 % in 2017 to 8% in 2018. Thus, in order to seize the opportunities in the Chinese market, furtherly penetrate into the developed cities will be urgent for Tesla to snatch market share. The realization of market penetration will be completed by its secondary strategy in product development. in order to increase the affordability and leverage the production capacity, the Gigafactory 3 has been on construction. The establishment of a new factory will enable Tesla to roll out cheaper models with higher affordability to stimulate the demand of Chinese consumers. The strategy of Tesla fulfills the criteria of suitability, feasibility, acceptability, and sustainability based on the analysis on the situation; the formulate of strategic intent and STP.
7. [bookmark: _Toc8393205]Tactics
Product：Tesla only offers limited models for electric cars. Although the establishment of Gigafactory 3 in Shanghai will result in cheaper model 3 and specialized model Y more Chinese people, the portfolio of Tesla is still so rigid. Thus, if Tesla wants to penetrate into the Chinese market furtherly, it should launch a broader product line to meet the differentiated product needs of consumers. Meanwhile, the SWOT analysis reveals that unstable battery performance and inadequate charger infrastructure are the primary weakness of Tesla in China. Thus, the continuous efforts in promoting battery performance and perfecting charger infrastructure matter a lot for its development in China in the long-term.
Price: the pricing strategy of Tesla’s vehicles are the same across different markets with the aim to offer reasonable, fair and transparent prices to consumers. Since its market expansion into the Chinese market in 2014, Tesla has applied the pricing strategy different from other manufacturers in the Chinese market by match the pre-tax prices of automobiles with pre-tax prices of other markets. After getting rid of the dependence on exports due to the establishment of Gigafactory in Shanghai, it is gradually lowering prices will bring more growth to Tesla.
Place: Dealership is a common approached applied by international automobile manufacturers who operate in China. The VRIO model has identified the direct sale as its one of temporary competitive advantage. Tesla should also get rid of the traditional dealerships and establish its own stores in China. the direct sale mode, both online an offline, will deliver unique experiences during the process of purchase. Additionally, the direct sale mode will lower the cost of transportation and the cost of after-sale services.
Promotion: In order to attract potential consumers to switch to Tesla's models or to encourage the old existing consumers to speed up the frequency of vehicle renewals, some old-for-new, old-fashioned discounts can be introduced into new vehicles, including the discount of old Tesla owners. The promotion is more conducive to maintaining the goodwill and loyalty of the Tesla consumers. At the same time, Tesla can use China's celebrity effect to drive its influence among younger groups. Effectively leveraging China's dominant social media such as WeChat, Weibo, Douban, etc., as marketing platforms by Tesla will enhance their publicity.
Process：A direct sales model different from any other manufacturers is applied by Tesla in all its market. It does not authorize any distributor, dealer, or third parties to self tesla’s products. The special sale model is designed to deliver excellent services and save transportation and commission costs. Besides, different from the traditional manufacturers who provide after-sale services in physical 4S stores, Tesla has invented a customer-centered smart after-sales service system. The ground-breaking system provides services such as autonomous upgrade, remote diagnosis.
People: Tesla's recruiters have always adopted a rigorous selection process. In addition to the candidate's core skills, Tesla will also examine candidates all-around in solving problems, rapid learning ability, communication ability time management, and conflict management. The position of the manager of the Tesla store must be interviewed by the regional general manager, sales director, president of China, director of human resources the Asia Pacific, and vice president of Asia Pacific. These executives will use challenging questions in the interview evaluate. Besides, Tesla will offer training and coaching programmes for front-line employees to ensure that they are able to deliver superior services.
Physical Evidence: the physical evidence with trendy and fashion layout is in line with Tesla’s pursue of exquisite exterior design. The Service Plus centre is divided into three functional areas: experience area, delivery area, and after-sale area. Therefore, the Service Plus centre has integrated the functions including display, experience, sales, delivery, and maintenance. The well-planned test drive route in each centre allows potential consumers to experience the charm of Tesla’s models from all perspectives.
8. [bookmark: _Toc8393206]Evaluation and Control
The construction of an integrated marketing plan that delivers superior value to customers should also consider on the evaluation and control of the marketing process. One important perspective that Tesla has to consider is the quality of products and services, as well as the conflicts among different stakeholders. Regarding quality, Tesla should establish an integrate and seamless quality inspection system to detect and eliminate any possible flaws before delivery. For any reported quality problems, Tesla should take it carefully. Regarding services, Tesla should have trained employees to work in the front line. At the same time, the OTA software upgrade enables Tesla to continuously improve its functions autonomously. The remote diagnostics and on-site repair services in China will offer more convenience. Experienced technicians that have been well trained should allocate to every after-sale centre of Tesla. Regarding conflicts, the information disclosure of Tesla should be objective and transparent via various methods, so that all stakeholders are kept updated.
9. [bookmark: _Toc8393207]Conclusion
Starting from situation analysis, this report develops a brief marketing plan for Tesla’s operation in China. based on the analysis of the macro environment and micro environment, China is identified as an attractive market with high growth potential and moderate competition. The Internal analysis of the resources and capabilities enables the author to develop an appropriate marketing strategy for Tesla. given the case that Chinese market is not yet full cultivated by domestic players and international players, the objective of Tesla in China is to snatch market share as much as position through market penetration strategy and product development strategy. Correspondingly, marketing mixes with considerations on four major perspectives are discussed to help with the implementation of the marketing plan. Issues on quality on products and services, as well as conflicts among stakeholders are shortly discussed as well to help Tesla with smooth implementation of the marketing plan.
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