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[bookmark: _Toc6443]1.0 Executive Summary
Tesla is the world leading electric vehicle company establish in the U.S., with a market value exceeding $1trillion under the charge of its CEO Elon Musk. It came into Chinese market in 2018 and has quickly taken over the market by virtual of its cutting-edge technology, green development vision and fashion designs. Supported with the huge policy subsidies by Chinese government, it became the most popular NEV brand and the hottest spot of automobile industry. The superior sales performance is inseparable from its marketing mix strategy.  
 However, with the rapid increasing competition in Chinese market, Tesla’s share sees a little decrease this year, thus, the high-end positioned brand has to adopt price cut strategies to compete with its powerful competitors. 
This report uses the PESTLE and SWOT models to analyze the external and internal business environment of Tesla company. Identify the political, economic, social and other related factors influencing the industry, Making critical assessment of the companies pros and cons through its STP strategies and 4Ps Marketing Mix in order to reevaluate its competitiveness among numerous Chinese brands.
Analysis is showing that it is indeed a huge success of the Tesla pricing and marketing strategy to occupy the huge market share in China, but there are still some weaknesses need to overcome in terms of the safety issues, customer relationships etc. The fluctuating price do harms to customer loyalty in some aspects which needs to be addressed. Conlude advantages and disadvantages of the very organization is necessary to make some adjustment of marketing strategies. In this way, some recommendations are made for Tesla to improve its future operations more efficiently, including the suggestions on  products, technology , safety, marketing and pricing aspects.
[bookmark: _Toc29534]2.0 Introduction 
[bookmark: _Toc12047]2.1 About Tesla 
Tesla is an electric vehicle and energy company originated in the United States, headquartered in Palo Alto, co-founded by Martin Eberhard and Mark Tarpenning in 2003. The current CEO is Elon Musk. It is the world's first self-driving car manufacturer, producing and selling electric vehicle on-board computer (FSD) systems, solar panels and energy storage equipment.  In memory of physicist and scientist Nikola Tesla, the brand was named "Tesla". It created a market value exceeding one trillion dollars in 2021, becoming the world's first car company with a market value exceeding one trillion dollars (Reuters, 2021).
[bookmark: _Toc27726]2.2  Present Situation in China
Since entering the Chinese market in 2018, Tesla has fully occupied the EVs sector with its environmental performance and sustainable development concept, which has influenced structure of the automobile industry. China's market share in the world's electric vehicle continues to increase, and its global passenger car electric vehicle share has risen from 26% in 2015 to 56% in 2022. According to a forecast, by the end of 2022, China's sales may further climb to 60% of the global share (Bloomberg, 2022), which is valued at $124.2 billion in 2021 and is expected to surge to $799.0 billion in 2027 (Modor Intelligence, 2022). The establishment of super factory in Shanghai, playing an important role in undertaking domestic sales. Besides, the superior sales performance is inseparable from its marketing mix strategy. However, in the past two years, China's NEV brands have sprung up like mushrooms, which caused a decrease of Tesla’s share. From January to October 2022, its sales in China is 335,000, lagging behind BYD Auto's 1.359 million, and Shanghai GM Wuling’s 369,000 (CPCA, 2022). Thus, Tesla has adopted a price reduction strategy in order to maintain its market share.
[bookmark: _Toc13835]2.3 Objectives 
This report uses the PESTLE and SWOT models to analyze the external environment as well as internal pros and cons, so as to further evaluate Tesla’s marketing strategy and its effectiveness. Providing comprehensive analysis on its marketing mix, competition situation, especially pricing strategy, then give suggestions. The market environment in which a firm operates is highly dynamic and undergoes substantial evolution (Davenport et al., 2020). Tesla, as a leading electric vehicle manufacturer, is no exception.  Discussing the marketing strategy in detail is conducive to analyzing the competitiveness of the organization, understanding customer needs, and maintaining long-term growth.
[bookmark: _Toc7447]3.0 Analysis and Findings
[bookmark: _Toc288]3.1 PESTLE
[bookmark: _Toc6057]It is of great significance to identify the complex external environment that changes quickly in order to adopt appropriate strategies for a company to meet with customers’ needs (Barney, 1991). 
[bookmark: _Toc8587]Political Factors 
A new round of technological revolution and industrial transformation is booming in the world. With the aggravation of the energy crisis and the urgency of ecological protection, countries with developed automobile industries have proposed industrial upgrading. It is an irreversible and important trend to move towards clean energy (General Office of the State Council, 2022). Development of NEVs largely depends on the direction of national policies. Chinese President Xi emphasized that "developing new energy vehicles is the only way for China to move from a large automobile country to a powerful one"(Xinhuanet, 2014). In order to encourage the popularization of EVs, in August 2022, the executive meeting of the State Council decided to continue the tax exemption until the end of 2023, supported with fees about ¥100 billion. At the same time, China will promote the construction of supporting facilities and include them in the scope of policy-based financial instrument support (Xinhua News Agency, 2022).
[bookmark: _Toc6946]  Economic Factors 
Global outbreak of COVID-19 has affected the output of multiple industries (Ling et al, 2021). Trade uncertainty has increased. With the lockdown of most cities in China, unsmooth traffic and decreased traveling demand have directly reduce the needs of transportation. People's willingness of car purchase dropped significantly(Wen et al, 2021). In the first half of 2020, the sales of EVs in China dropped sharply, with a year-on-year negative growth of 40.26% (CAAM, 2020). According to an online survey, about 1/5 of car purchase plans were canceled (J.D. Power).
Labor force has been delayed from being able to work (Tan et al. 2021). The unemployment rate increased while residents’ income decreased, making people more sensitive to price. Consumers are more cautious when buying expensive or durable goods such as cars (Wagner, 2020). Paying for NEVs have two main reasons: First, money-saving. Second, fashion orientation. High oil price this year leads to an increasing cost of gasoline vehicles, thus consumers are more inclined to buy NEVs (NDRC, 2022). 
In terms of supply chain, the unprecedented challenges in raw materials for battery production has been affected by pandemic in original countries (Wen et al, 2021). Musk said before, Tesla is facing high cost pressure: commodity prices are increasing, chip shortages are intensifying, raw material and auto parts prices are also soaring (Kharpal, 2022). 
[bookmark: _Toc10649]Social Factors 
Affected by epidemic, travel by public transportation has been significantly reduced for safety reasons, but the proportion of private car has remained unchanged relatively. Individuals pay more attention to various  health configurations in the car, and even air quality inside has become another focus of car selection (J.D. Power). 
By observing the population structure of China, it accounts for about 400 million of post-80s/90s (CIA, 2022). For young people, EVs with a strong sense of technology have become another fashion. Besides, this group has a large base of higher education and a strong awareness of environmental protection, so EVs have huge potentials in China. 
[bookmark: _Toc2477]Technological Factors 
Technical factors are an important basis for the development of NEVs. Current technology is still in the state of updating, especially in automatic driving system and battery design. People do not fully trust the safety of NEVs because explosion incidents of pure EVs are not uncommon. Compared with traditional fuel vehicles, NEVs have more complex electrical network and electronic components. However, the lack of experience in the industry results in more risks. Cruising range of NEVs is another headache, which has not been fully resolved at present.
[bookmark: _Toc3962] Legal Factors 
The Chinese government has introduced more regulations to encourage citizens to switch to EVs. They already have plans to phase out all diesel-petrol vehicles by 2040. Many provinces are implementing strict restrictions on gasoline vehicles, such as Beijing where only issues 10,000 gasoline registration certificates for internal combustion engines per month. Hainan Island is expected to fully realize the NEVs in the whole region by 2030, and the sale of traditional fuel vehicles are now banned(Hainan Government, 2018). This suggests that industry transformation is implementing at legal level. By 2025, the system will form an intelligent networked vehicle standard that can support the general functions of automatic driving. More than 100 relevant standards for intelligent connected vehicles will be formulated  (CINIC, 2022).
 Ecological Factors 
In September 2020, President Xi emphasized at the 76th session of the United Nations General Assembly to accelerate the transition to a low-carbon economy while achieving green recovery and development.  Strive to reach the carbon peak before 2030 and achieve carbon neutrality before 2060 (UN News, 2021). The automobile industry is one of the main areas of global greenhouse gas emissions. Major automobile-developed countries have basically put forward the goal of passenger car fuel consumption (CINIC,  2016).
Growing car ownership increases pressure on energy safety and environment. Low-carbon intelligent cars are considered as the final solution. 
[bookmark: _Toc29349]3.2 Marketing Strategies
[bookmark: _Toc30558]3.2.1 STP of Tesla 
When Tesla entered the Chinese market, it mainly segmented the market in terms of customers’ age, income and consumer psychology. Considering that the initial price of Tesla is relatively high, so its target customers are set as middle-aged people with relatively high incomes. People between the ages of 30 and 50 have a certain social status and strong economic strength. They always pursue more on high quality life. As a NEV leader, Tesla symbolizes green technology. People with higher social status tend to have stronger ecological conscious. In terms of brand positioning, Tesla entered Chinese market with a famous brand image of high-tech, fashion and luxury EVs. After that, Tesla launched Model 3 for segment expansion to mass market. In 2022, Tesla has been ranked as the most valuable vehicle in the world with a value of roughly $75.9 billion (Statista Research Department).
[bookmark: _Toc31415]3.2.2 4Ps Marketing Mix
[bookmark: bb0665]The marketing mix refers to “the combination of controllable marketing variables that firm uses to pursue a desired level of sales in the target market” (MASB 2021).
[bookmark: _Toc10127]Product
Before 2008, Tesla adopted the "Blue Ocean Strategy" to enter the automobile market with a Roadster sports car, aiming at celebrities, entrepreneurs to establish a luxury brand image. It has four models on sale now. In 2012, the product line was moved down to the Model S. Scale production was born thereafter because of the establishment of super factory, and the direct stores began to expand rapidly. After that, it quickly expanded the market segment and launched SUV Model X. In 2018, a more affordable and accessible Model 3 targeting at mid-range became the great success of Tesla. In 2021, Model Y, a compact SUV in the same price range as Model 3 was launched.
Since 2020, Tesla's global deliveries have surged significantly (Statista, 2022). According to CleanTecnica, Model Y and 3 ranked as the top and second for the best selling plug-in vehicles globally in 2022 (Jan.-Oct.). All Models produced after September 2014 are equipped with advanced “Aotopilot” automatic driving assistance, and new Tesla are equipped with the necessary hardware for fully autonomous driving that can be realized in the future (Tesla, 2022). 
 Price
At the very beginning, Tesla has adopted a premium skimming pricing strategy when was introduced into Chinese market, targeting at high income group. Since October, 2019, it has sank into domestic area with penetrating pricing. Musk said that he wants more people to be exposed to this technical benefits. 
Tesla’s price adjustment is mainly divided into two stages, the first is to harvest mass market through breaking the positioning of luxury cars to develop more potential customers. The price during this period is mainly affected by the rise and fall of raw materials because of the production cost principle, so the price reflects the cost fluctuations (Zhou, 2022). The second phase is due to the fierce competition in the Chinese market for NEVs since this year. This is the first time Tesla has joined the price war. Tesla has launched two rounds of price cuts and promotions in the past two months. One was a sharp price cut on October 24 (CNBC, 2022), and the other was an 8,000 yuan discount on the final payment for the car that was extended from November 8 to December (Routers, 2022).  
However, the two rounds of promotions did not reach its expectations, and its order growth in China was sluggish. According to the latest news, extra ¥ 6000 will subsidize customers' purchase for Model 3 and Y (Bloomberg, 2022). In Early September Tesla official came out to refuse the rumor of price reduce, but in later October they have slapped on their face. Since 2019, they have made in total 13 time price adjustments for Model 3 and 10 times for Model Y. Frequent price fluctuations dissatisfied some old customers who bought at high prices. 
Place
Tesla adopts a combination of online and offline direct sales stores. The offline experience stores cultivate consumers and enhance users’ experience. Tesla organize its showrooms in many large shopping centers to instill brand value to the public.  This direct sales model does not rely on third-party dealers, which increases profit margins and is unique in the automotive industry, causing other brands to follow suit. 
In order to improve the  perceived value of customers and have a flexible cash flow, Tesla adopts a zero-inventory ordering model. Orders are placed on the official website, cars are delivered directly from the manufacturers to customers. They can query the real-time production status of the purchased car through the order number.It generates a concept of "good products need and worth waiting for” (Wang, 2018). A previous survey showed that Tesla also adopted Tele-sales mode due to COVID-19 this year (Lou, Chen  and Bai, 2022).
 Promotion 
Musk adopts a zero-advertising promotion strategy, spending almost zero on hard advertising but on R&D investments. Fully rely on "Fans effect + social medias", use influential figures, opinion leaders to expand the brand name. Musk himself, with a legendary business background is also a good sales channel. The marketing practices mix such as experiential marketing, hunger Marketing and Word-of-Mouth marketing are in some ways more like approach of a Hi -Tech company (Wang, 2018). 
In addition, as a green EV, Tesla also manages to raise awareness through public relations, such as its commitment to promoting the world's transition to sustainable energy (Panmore, 2018). There is also a special method of "event marketing". At the end of 2020, Tesla dismissed the public relations team in the US to rely fully on social media promotion, which allows users discuss hotly in communities without official respond to turmoils. It is digital marketing strategy that differs from the past with public opinion fermented into free advertising.   
[bookmark: _Toc31244]3.3 Competitive Analysis
Tesla's main competitors in China include BYD, Shanghai-GM-Wuling, Chery and GAC. It has only four mass-produced vehicles now, of which Model 3 and Model Y are the main sources of sales. BYD New Energy has pure electric and plug-in hybrid vehicles including Qin, Han, Song, Tang and other models. Since Q1 of 2020, Tesla has continued to lead BYD until Q1 of 2022. In Q2 of 2022, BYD suddenly surpassed it. This is the first time Tesla has been surpassed in terms of sales champion since its domestic production (Eastday, 2022). 
With the multi-line simultaneous development of independent car companies on new energy route, the market base continues to expand. There are 16 companies whose wholesale sales exceeding 10,000, including Geely, Changan, GAC, Xiaopeng, Ideal, Weilai, etc. In addition, Tesla also faces fierce competition from traditional fuel vehicle brands. Data from China Travel Association in November showed that Tesla China's delivery volume reached a record high of 1,002,916 due to the upgrade of the super factory in Shanghai. However, it still did not meet expectations (Bloomberg, 2022), and brought an oversupply situation for the first time. 
[bookmark: _Toc15991]3.4 SWOT
[bookmark: _Toc10434]Strengths
Tesla's R&D team has the most cutting-edge technology. The resource integration ability is extremely strong in that Tesla has dealt with supply chain challenges better than most competitors. At present, the Autopilot is the most developed self-driving system. And other core technologies such as BMS battery management are all independently developed, witch decrease the cost largely. 
The direct sales model is close to customers and is conducive to collecting feedback of products. It also increases the profit margin, speeds up capital operation, and the zero-inventory reduces the cost of storage bad debts. 
Online digital marketing and telemarketing played an important role during the epidemic. The innovative promotion model avoids large expenditures in traditional advertising, making it more focused on product development and quality improvement.
Tesla’s products are full of sense of tech-fashion and in line with novel visual aesthetics. Creating a brand new user experience by multi-channel human-computer interaction.
Tesla has become the leader of NEV companies in the Chinese market through expansion strategies and its unique brand equity.
[bookmark: _Toc16811]Weaknesses
 At present, the development of automatic driving technology is not mature, safety accidents such as "brake failure" and "spontaneous combustion" frequently occur.
In the face of fierce competition, Tesla's products is not rich enough to meet the different needs of various users.
No in-depth research on the market resulting in unbalance between supply and demand.
 Customer satisfaction needs to be improved. In the face of major events, customers need instant response for building a long-term relationship.
Opportunities
Take good advantage of policy subsidy bonus, further improves the quality of products. Continue to work hard on battery R&D to control costs.
Observe the changes in people's consumption behaviors under the epidemic and continue to segment the market through developing differentiated new products/services that meet public opinion.
Improve the market research teams. Correctly assess expectations to avoid mismatching demands and sales.
Threats
Rising raw material prices and extended production cycles have seriously damaged the production chain for automakers.
Tesla’s competitors are not only some new energy brands such as BYD, but also traditional fuel vehicle brands. 
 The safety performance has been questioned. Many allegations of brake failure and other issues negatively affect the brand.
Frequent price adjustments cause old customers to lose brand confidence with rights protection incidents occur very often, which is not conducive to improving customer loyalty and will delay the ordering of potential consumers.
Relying too much on the Word-of-Mouth marketing. Without the PR team, the ambiguous attitude, the avoidance of interviews in face of bad news have reduced people's trust in the brand.
[bookmark: _Toc13379]4.0 Conclusion 
Generally speaking, the marketing strategy used by Tesla to enter China is very successful. With its technological advantages, eco-friendly concept, and support of government subsidies, it has harvested a huge market. The good performance and the No.1 sales record makes it a long-term leader in NEV market in China. 
However, business environment is dynamic. Affected by the epidemic, supply chain has been severely affected. People's consumption habits have undergone tremendous changes. The economic downturn is reflected in the transaction volume of products. Yesterday's advantages may become today's disadvantages. Facing fierce market competition, Tesla needs to overcome its weaknesses and seeking for more opportunities while defeating external threats. To be specific, problems in technical, marketing strategy, and consumer service fields all need to be addressed. The frequent price fluctuations are harmful to customers' brand confidence. In terms of promotion, its advertising strategy is conducive to using public opinion to increase brand popularity, but it has also damaged customer brand loyalty. Consumers are gradually loosing their faith of the brand because they cannot get timely feedback and solutions when some bad news happen.
[bookmark: _Toc5745]5.0 Recommendations
While looking for the benefit of people, the price must be relatively stable,  and the range should not be adjusted excessively. Brand value would be doubted by frequent price adjustments. Old customers who bought cars at a high price feel cheated, and price cut always trigger rights-defending activities; It also cultivates price sensitivity of potential customers who is always seeking for lower prices.  
Don not focus all on competing for share in the sinking market, but improve product quality and develop differentiated new products to meet requirements of customers. After all, good products are the core of competitiveness.  Improving safety performance can better eliminate people's worries about the risks of EVs.
Improve after-sales service, maintain customer relationships, and create a community atmosphere that is more conducive to brand image.  Establish a long-term trust mechanism with customers, make everything accountable, respond to questions out of responsibility.
   Establish a integrated market research team to provide timely and effective strategies for the company's decision-makers and front-line sales in response to the dynamic competing brands. Strictly control market supply and demand to avoid imbalances.
[bookmark: _Toc11320]Implication
   The current Tesla market is mainly segmented according to customer age, income, and consumer psychology. Geographic segmentation can be implemented due to the large economic differences in the north/south, inland/coastal cities, and different regions have different support policies for NEVs.
   However, individuals’ attitude towards differentiated pricing varies significantly. Much attention should be paid to the consumers’ psychological change during implementation.
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