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[bookmark: _Toc75795820]Abstract
The market entry and tremendous growth of Tesla has significantly changed the competitive landscape of the automotive industry with the new concept of electric vehicles. Critically analysing the market entry strategies, innovation models, commercialisation strategies of Tesla can be of great importance for alternative start-ups in the electric vehicle manufacturing industry. This research study seeks to explore the market entry strategies of Tesla by investigating and exploring the secondary industry and company specific data. Embarking upon positivist research philosophy, a deductive approach, and qualitative method, this research study aims to present significant market insights for the new entrants in the sector.
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[bookmark: _Toc75795821]1.0 Introduction
[bookmark: _Toc75795822]1.1 Background to the research Study
A wide range of studies (i.e. Luthra, Garg & Haleem, 2015; Peters et al., 2017; and Kushwaha & Sharma, 2016) have found that climate change due to environmental pollution from the automotive industry has become a serious and growing threat for the whole world. In response to this problem some authors (such as Gopal & Thakkar, 2016; and Luthra, Garg & Haleem, 2016) have asserted that electric vehicles (EV) can be excellent solution to curb the negative impact on automobile sector on the environment. However, developing infrastructure for the new electric vehicle manufacturing requires significant sunk costs and often this become unprofitable for entrenched automobile companies.
BBC (2019) reported that Dyson (a famous British Technology Company) recently abandoned their first-made electric cars based on the fact that the project is not commercially viable. Furthermore, Stoklosa (2019) reported that GM did not commercialise its electric vehicle EV1 based on the aspect that it was technically and commercially not feasible. This situation raises questions how electric-vehicle start-ups can sustain in the highly competitive automotive industry.
In contrast to above scenarios of GM or Dyson, Tesla was relatively a new start-up (considering its entrenched incumbents such as GM, or Dyson, or Toyota) that succeeded in the manufacturing, engineering, and commercialising of electric vehicles. Ghosh (2021) has reported that Tesla is the most valuable automobile manufacturing company in the world. The market capitalisation (Market Cap) of Tesla is $795.8 billion on 15th January 2021 (Ghosh, 2021). Tesla is specialised in designing, manufacturing and selling electric vehicles worldwide. The success story of Tesla raises questions what made it unique and especial that paved the way to be the most valuable automobile companies in the world surpassing the well-established and highly financially-stable companies such as Toyota, Volkswagen, BMW, and so on.



Studies (i.e. Hashmi & Van Biesebroeck, 2010; Hashmi & Biesebroeck, 2016; and Chu, 2011) have found that new entrants have rarely succeeded in the most competitive and capital intensive automobile industry for years. Now the case study in terms of market entry strategies (supported by innovation strategies, and commercialisation strategies) of Tesla are of great importance for existing start-ups and upcoming start-ups in the electric vehicle industry. This is a significant research gap because such issues have not been explored in the past.
[bookmark: _Toc75795823]1.2 Research Aim
This research study aims to investigate what market entry strategies made it possible for Tesla to enter and sustain in the highly contested automotive industry that is dominated by established incumbents.
[bookmark: _Toc75795824]1.3 Research Objectives
The research objectives are outlined below:
1) To investigate the implications of innovations for the automotive industry
2) To analyse the market entry strategies and innovation approaches that helped Teal to sustain and dominate the electric automobile industry
3) To critically analyse the reasons that results in failure of new start-ups in the automotive industry
4) To recommends new electric vehicle start-ups about innovation and market entry strategies based on lessons learnt from the case of Tesla
[bookmark: _Toc75795825]1.4 Research Questions
The research questions are outlined below:
1) Why innovations are highly important for automobile industry?
2) What are the market entry strategies and innovation approaches that helped Teal to sustain and dominate the electric automobile industry?
3) Why new start-ups in the automotive industry fail?
4) What are the learning for electric vehicle start-ups on innovation and market entry strategies based on the lessons learnt from the case of Tesla?
[bookmark: _Toc75795826]1.5 Research Rationale
A good range of studies (such as Hashmi & Van Biesebroeck, 2010; Hashmi & Biesebroeck, 2016) have found that the automobile industry is highly competitive and new entrants find is difficult to sustain. In such a situation it is of great importance to know how Tesla became the world’s most valuable automobile company of the world. The innovation strategies, and market entrant strategies will be a great source of learning for new start-ups in the gumboil industry. The fact that most of the new entrants in the automotive industry failed has made this research aspect valuable.
[bookmark: _Toc75795827]2.0 Literature Review
[bookmark: _Toc75795828]2.1 Innovation
Innovation refers to making improvement in the existing technology, product, or service delivery system (Kline & Rosenberg, 2010). The concepts of innovation and invention are often confused and integrated, however there are obvious differences. While invention is about a completely new product, service or technology; innovation is involved with an improvement in existing product, service or technology (Edquist, 2010). The aspect of innovation is highly associated with the automobile industry because innovation paves the way for superior business performance in the automobile industry. A few aspects of innovation are listed below:
· A new product
· Improvement in existing product
· Reconfiguration of existing technology
· Improvement of the business model
(Kline & Rosenberg, 2010)
[bookmark: _Toc75795829]2.2 Open Innovation and closed innovation
Following a specific innovation model is closely associated with the market entry strategies of a technological company because the innovation model determines how equipped a firm is to offer values to its target customers (Herzog & Leker, 2010).
[image: ]
Figure 1: Open and closed innovation model (Dahlander & Gann, 2010)
As above figure 1 demonstrates, a closed innovation model generates new ideas and conducts research and development only inside the organisation (Dahlander & Gann, 2010). On the other hand, an Open innovation model appreciates new ideas and technologies from external sources outside the organisation (Dahlander & Gann, 2010). Following the specific type of innovation model is highly associated with yielding significant advantage to attract customers in the market.
[bookmark: _Toc75795830]2.3 Disruptive Technologies
The concept of Disruptive Technology or Innovation was suggested by Christensen (1997) who have studied the concept for decades. The author explained how and why successful incumbents fail to respond to certain technological disruptions confronted from the new entrants. Studies (Christensen, 1997; and Christensen, Raynor & McDonald, 2013) have found that that new start-up businesses at the beginning serve the less profitable market (beachhead segment of the market) that is usually ignored by the established and successful incumbents due to less profitability. As the new entrants gain experience, they optimise their service, technologies, or products and gradually move to serve the upstream and high-end segments of the markets. This is how they become the competitors with successful incumbents. Christensen, Raynor & McDonald, (2013) have asserted that successful incumbents cannot initially compete with the strategies of the new entrants. This is highly important to investigate if Tesla followed a disruptive innovation model; the findings will be of great value for new start-ups.
[bookmark: _Toc75795831]2.4 Attacker’s Advantage: Product market vs. market for ideas
Based on the Appropriability Framework as suggested by Teece (1987) explaining value capture from innovation, technology entrepreneurship scholars (Gans & Stern, 2010) suggested a framework as demonstrated on figure 2. The framework shows that technology entrepreneurs have two options in regards to market entry: to work in the product market (manufacture products, market them, sale and distribute them) or to work in the market for ideas (commercialise the product through licensing the rights to do it).
[image: ]
Figure 2: The Attacker’s Advantage (Gans & Stern, 2010)
The decision of selecting the right market entry strategy depends on two main factors: ‘do the incumbents’ complementary assets contribute to the value proposition from the new technology’ and ‘can innovation by the start-up preclude effective development by the incumbent’ (Gans & Stern, 2010). If answer to both the factor is ‘No’ then a start-up should adopt Attacker’s Advantage market entry strategy and should establish the complementary assets to serve the niche market. On the other hand, Greenfield Competition provides the start-up with absolute monopoly power with the new technology. To know the right strategy followed by Tesla is of great importance to know for the start-ups.


[bookmark: _Toc75795832]2.5 S-Curve of Innovation: The adoption curve
To explain how innovations happen and what happens to innovations, Burgelman, Maidique & Wheelwright (1996) suggested a model called S-Curve of Innovation Model. This model has a few stages: fluid phase, transitional phase, specific phase, and new technology phase- as demonstrated on figure 3.
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Figure 3: The S-Curve of Innovation Model (Chen, Huang & Lin, 2012)
The fluid phase relates to development of a new technology- the innovation of Ford Model T in early 1900’s is an excellent example of such innovation that revolutionised the automobile industry and resulted in more than 90% of the urban population to own a car (Chen, Huang & Lin, 2012). The next phase is transition that took place in the next 100 years before 2000 when the existing system improved such as less emission (Chen, Huang & Lin, 2012). The maturity stage make existing technology obsolete and customers want something new such as electric battery driven cars. Now, this will of great value to investigate how Tesla moved across these phases and how customers accepted the new technology.


[bookmark: _Toc75795833]2.6 Transilience Map
Abernathy & Clark (1985) contributed potentially to the research in the field of innovation in the automotive industry by suggesting the model: The Transilience Map. This is a two dimensional model- technology and production process and market and consumers.
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Figure 4: The Transilience Map (Abernathy & Clark, 1985)
If the start-up businesses can create new market relations and can make existing competence obsolete; Architectural Innovation is the best approach in which the company can leverage on the innovative technology (Ellonen, Wikström & Jantunen, 2009). This will be of great interest for the start-ups in the automobile industry to know what approach from above map was followed by Tesla.




[bookmark: _Toc75795834]3.0 Research methodologies
[bookmark: _Toc75795835]3.1 Research Philosophy
Research philosophy refers to the underlying knowledge, perception and beliefs of conducting the research (Bell, Bryman & Harley, 2018). Research philosophy also means creation of knowledge and nature of that knowledge that essentially depends on the philosophical stance of the researcher. Saunders, Lewis & Thornhill (2009) have revealed that the research that aims to yield outcomes that can be generalised like law and can be a benchmark of findings for other research should adopt positivist research philosophy. This research will yield outcomes that can take the form of natural scientist and can be generalised law to be used for other research to understand how market entry strategies can lead to market success for an automobile company. Therefore, positivist research philosophy is the most suitable option in this research.
[bookmark: _Toc75795836]3.2 Research Approach
Research approach refers to the style of conducting the research in deductive or inductive approaches (Quinlan et al., 2019). Deductive research approach is used when the research theory is established at the beginning of the research and thus the intention of the study is to reach a conclusion if the theory is right through deduction approach (Erickson, 2012). In this study, the research theory is determined and thus the approach will be deductive.
[bookmark: _Toc75795837]3.3 Research Method
Research method refers to the nature of data that will be generated with the means of the research study (Saunders & Lewis, 2012). Mainly there are two research methods: mono method and multiple methods (Crowther & Lancaster, 2012). A mono method adopts single method- either qualitative or quantitative method. This research study will adopt a qualitative in which the market entry strategies of Tesla will be analysed.




[bookmark: _Toc75795838]3.4 Data Collection
Data collection is a technique that is used to collect data from the research participants (Fisher & Buglear, 2010). There are different data collection tools such as survey questionnaire, in-depth interview, and observational group etc. None of these techniques will be adopted in this research because it will be secondary research. This research study will follow a range of secondary data sources as listed below:
· Tesla Motor’s Website
· The Annual reports of Tesla
· Published interview of the leadership figures of Tesla
· Data from the SEC filing
· Press release of Tesla Motor
· Industry reports
[bookmark: _Toc75795839]3.5 Data Analysis and presentation
This research will follow case study strategy to present the case of Tesla with the application of different models and conceptual theories.
[bookmark: _Toc75795840]3.6 Ethical Consideration
This study will follow a high level of ethical standards to keep the findings to make it unbiased.
[bookmark: _Toc75795841]3.7 Resources required
	Resources
	Value

	A computer
	N/A (Researcher already has)

	Access to research portals
	From £500 to £1,000

	Access to Tesla reports and published interview
	Reports can be accessed for free
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