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Research on Tesla Customer Care Strategy

Executive summary

At present, the new energy automobile industry is developing rapidly. Not

only the traditional automobile enterprises are forced to develop new energy

vehicles under the pressure of policies, but also a series of new forces have

joined in building new vehicles. At present, the competition among new energy

automobile enterprises in the market is fierce. How Tesla can stand out among

all automobile enterprises, besides outstanding product innovation,

personalized customer care is necessary. The external environment affects

the company's strategic decision. In this study, PEST model and five forces

model are used to analyze Tesla's external environment. As a newly emerging

industry, the new energy automobile industry has good development

opportunities. Secondly, this paper uses Porter's value chain model to analyze

Tesla's internal environment and determine Tesla's strategic positioning. The

data about Tesla in this study are collected from the official website, the annual

report and the analysis of the company. Finally, on the basis of the above

analysis, using the "customer journey analysis" combined with McKinsey's

customer care strategy, this paper puts forward some strategic transformation

suggestions on customer care for Tesla.
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I introduction

In view of environmental pollution and energy shortage, traditional cars

can't meet people's expectations for a better tomorrow, and the development

of new energy vehicles is unstoppable.At the same time, due to the impact of

COVID-19 epidemic, the new energy industry is struggling, so innovative

customer care strategy is particularly necessary.

Tesla listed on NASDAQ in June 2010. Tesla can become the global

representative of pure electric vehicle enterprises at present, which is

inseparable from its unique technical performance and refreshing

management mode.

Tesla's uniqueness lies not only in their disruptive innovations in battery

technology, power exchange technology and battery control technology, but

also in their bold early adopters in service and direct sales. Ordinary

automobile enterprises generally adopt the way of cooperation with dealers,

and do not participate in the 4S shop business, while Tesla's sales channels

only adopt the strategy of offline experience, online customization and
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self-operated 4S. Tesla's global open experience stores are generally located

in the commercial centers of developed cities, conveying high-end product

design, constantly attracting target customers to come to the stores to find out,

and they use unique sales technology to contact customers, which is worth

learning for other automobile manufacturers.

Relevant scholars have also done in-depth research on Tesla. Alysha

Webb(2019) pointed out that due to the influence of charging network

construction, market positioning, sales model and other factors, Tesla could

hardly achieve the set sales target. Through reviewing and combing the past

literature, it can be seen that the previous scholars' research on Tesla focused

on competitiveness, marketing methods, technological innovation and so on,

while the research on Tesla's customer care was less. This study will focus on

the analysis of Tesla's customer care strategy, and give enlightenment and

suggestions.

ⅡTesla’s industry analysis-based on PEST model
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2.1 Analysis of Political factors

Energy conservation, environmental protection and sustainability are

common expectations of people all over the world, so countries all over the

world have issued policies to support the development of new energy vehicles

that can meet people's expectations. The electric vehicle innovation plan has

been implemented in the United States since 2012. Before 2020, it is

Germany's goal to put 1 million electric vehicles into use. At the same time, a

series of preferential subsidy policies were promulgated by the Japanese

government.

With the support of policies, China has become the country with the

largest market share of electric vehicles in the world. Since 2017, Germany

has become the largest electric vehicle market in Europe, and the sales

volume of electric vehicles in the United States has soared in 2020.
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There are also unfavorable factors in politics. In addition to the

configuration of charging piles still can not meet people's needs,the policy

system still needs to be improved. With the gradual withdrawal of the

monetization support policy, the follow-up replacement policies such as access

convenience need to be studied in advance and the layout should be paid

close attention to.

Table 2.4: China's New Energy Vehicle Policy Arrangement
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Data source: China National Statistical Yearbook

Generally speaking, the trend of clean energy is inevitable, which is

beneficial to Tesla's development politically.

2.2 Analysis of Economic factors

The COVID-19 outbreak in 2020 has had an unprecedented impact on the

economies of all countries in the world, with the world's trade and

manufacturing industries in a trough, and most economies experienced

unprecedented negative growth.
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G7’s GDP in the first half of 2020 was US$ 18,440.01 billion, a decrease

of US$ 1,057.785 billion and a negative growth of 5.43% over the same period

of last year. Among them, Britain, France and Italy are the three countries most

affected by the epidemic, and their economic growth rate is low. The economic

share of the United States in G7 has expanded from 53.8% in the same period

last year to 54.99%.

Among the BRICS countries, India and South Africa have experienced

substantial negative growth, and China has the fastest economic recovery.

The GDP of the four countries except China totaled 2,778.7 billion US dollars,

and the gap with China increased to 3,714.7 billion US dollars. China's

economic share in the BRICS countries has also increased from 67.38% to

70.03%. In the first half of 2020, the total GDP of six ASEAN countries

(Indonesia, Thailand, Singapore, Malaysia, the Philippines and Singapore)

was US$ 1,364.175 billion, a decrease of US$ 94.745 billion and 6.49%

compared with the same period of last year.

The COVID-19 epidemic has the greatest impact on Europe, and the

EU-27 countries have the most negative growth among the world's major

economic groups. The total number of EU-27 countries was 7,029.856 billion

US dollars, a decrease of 681.734 billion US dollars over the same period of

last year, down 8.84% year-on-year; The total GDP of the 19 countries in the

euro zone is US$ 6,005.454 billion, down US$ 617.99 billion and 9.33% from

the same period of last year. In contrast, China's GDP totaled US$ 6,979.838
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billion, a drop of only half that of the EU, and the total amount in the first half of

the year was only US$ 50 billion less than that of the 27 EU countries.

Although Germany is also a European country, compared with other big

European countries, Germany has maintained a relatively stable performance,

so its economic proportion in the EU is also growing, and its economic status

in Europe is getting higher and higher. The specific figures are shown in Figure

2.4.

Generally speaking, the COVID-19 epidemic has severely damaged the

world economy, which is not conducive to Tesla's development in 2020.

Fortunately, Tesla's Shanghai Super Factory in China, the largest target

market, has been successfully completed, and China's epidemic prevention

and control is strong, which makes Tesla's supply in China fall short of

demand.

2.3 Analysis of Social factors

People all over the world generally feel the harm caused by environmental

pollution, so people pay more and more attention to environmental protection,

and electric vehicles well meet people's demands for environmental protection.

In addition, the increasing number of aging societies like Britain and the United

States also makes people pay more attention to safe travel. China will also

enter an aging society. The retired population is expected to account for about

15% of the total population in 2026. With the development of time, the aging
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society will become a world-class problem.

The automatic driving of electric vehicles makes travel more secure. In the

fourth quarter of 2019, in the driving activities involving ——Autopilot, the core

technology introduced by Tesla, a traffic accident occurred every 3.07 million

miles driven by Tesla. According to the data, in the United States, the average

mileage of traffic accidents is 479,000 miles. After Tesla's active safety

function is equipped on the car, the safety is improved, and this data becomes

1.64 million miles. After Tesla's automatic assisted driving is added, this data is

increased to 2.1 million miles, and the safety is improved nearly five times.

Therefore, Tesla's automatic assisted driving will obviously make travel safer,

which may become an effective means for the elderly to travel safely in the

future.
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2.4 Analysis of Technological factors

Different country has its own emphasis on the cathode materials of

lithium-ion power batteries. Japan mainly uses lithium manganate, while the

United States develops lithium manganate and lithium iron phosphate

simultaneously.At present, the number of lithium batteries produced in China

ranks third in the world, and the scale of motor production ranks first in the

world, which has the advantages of high quality, low price and low noise.
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Data source: industry research report

In April 2014, more than 700 core patents of electric vehicles were opened

by Tesla，which not only showed Tesla's role as a leading enterprise in the

electric vehicle industry, but more importantly, it could make Tesla a standard

maker in the electric vehicle industry and lead the future development of the

electric vehicle industry.
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Ⅲ. Analysis of Tesla Porter's Five Forces Competition

3.1 Supplier's bargaining power
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Tesla's new energy electric vehicle consists of three parts: lithium battery,

motor and complete vehicle. There are a large number of these three types of

suppliers in the market, and more suppliers will appear in the future. Tesla has

chosen the strategy of dispersing suppliers, so Tesla has a strong bargaining

power in the face of suppliers.

3.2 Buyer's bargaining power

Tesla has attracted a large number of loyal customers because of its

subversive technological innovation, because the supply is in short supply at

present.
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Taking Shanghai Super Factory as an example, the factory can produce 1,000

Model 3 every week, but in August 2020 Tesla received an order for 11,811

Model 3. Tesla consumers experience it in the experience store. If they are

satisfied, they will place an order online. After receiving the order, Tesla factory

will arrange production.Tesla's customers will have to wait at least one month

to drive their own Tesla cars even if they complete the payment.Therefore,

Tesla customers have weak bargaining power.

3.3 Threats from Potential Entrants

The rapid development of new energy industry will inevitably attract a
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group of potential entrants into the market. However, the production of new

energy vehicles is very difficult. Although Tesla has published more than 700

core patents, sufficient capital investment, professional R&D team and long

R&D cycle are still needed in the specific production process. Therefore, Tesla,

which started research and development in 2003, has a strong moat and high

barriers for potential entrants to enter.

3.4 Threats of Alternatives

In 2020, traditional cars and hydrogen-powered cars are the main

substitutes for electric cars.

The advantage of hydrogen-powered vehicles is that they can be fully

charged in a few minutes, while Tesla takes several hours. However, due to

the technical problems in hydrogen transportation, it is difficult to

commercialize hydrogen-powered vehicles at present.

The advantages of traditional cars lie in the deep foundation of people's

cognition and the convenient way to refuel. Tesla's top priority in dealing with

traditional cars is to speed up the layout of charging facilities. When customers

find that charging is as convenient as refueling, traditional cars should be put
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into museum exhibitions.

3.5 Competition among the same industry

Tesla's competitors mainly include traditional car companies that have

transformed into electric vehicles, represented by BYD, and new forces that

build cars, represented by Weilai. Compared with traditional car companies,

Tesla is ahead in technological innovation, but Tesla's mass cognition base is

relatively weak. Tesla needs to strengthen innovation and research, maintain

its leading advantage in science and technology, and need precise marketing

to improve its brand recognition.

Compared with the new car-making power represented by Weilai, Tesla's

price is on the high side.
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However, with the improvement of Tesla's production capacity, Tesla's

model3, which is used by Tesla to develop its market share, has been reduced

in price five times in succession, and now it sells for about 260,000 RMB.

Compared with the new car-making power such as Weilai, Tesla model 3 is

extremely competitive.

Iv. SWOT Analysis of Tesla

Fig 4.1 :Tesla SWOT analysis chart
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4.1 Strength Analysis of Tesla

4.1.1 Advantages of innovative technologies

What Tesla does not lack most is subversive innovation. Whether it is a

wing-like eagle wing door, a hospital-level in-car air purification system, an

automatic driving system, a battery management system and a cloud service

based on big data, Tesla has opened the gap with other car companies and

established Tesla's technological leading edge in the electric vehicle industry,

and other car companies are hard to surpass in a short time.

4.2 Weakness Analysis of Tesla

4.2.1 Insufficient production capacity

Figure 4.2 Production capacity map of Tesla's various factories

Data source: Tesla official website

At present, Tesla mainly has four super factories: Nevada Super Factory
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in America, Shanghai Super Factory and two super factories in Europe.

However, the production capacity of the factory can't keep up with customers'

demands. Tesla's customers have to wait as long as several months to several

years after placing orders. Tesla should deploy new factories as soon as

possible and improve the production efficiency of existing factories.

Tesla's battery management system makes it impossible for Tesla to fully

automate its production, and the resulting high cost cannot be solved at one

time, which has become an obstacle for Tesla to improve its cost performance.

4.3 Opportunity Analysis of Tesla

4.3.1 The new energy electric vehicle market has great potential

The future must be the world of new energy vehicles. It is only a matter of

time before new energy vehicles replace traditional vehicles. As a leading

enterprise in the industry, Tesla has unlimited possibilities in the future.
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4.4 Threat Analysis of Tesla

4.4.1 Market competition is fierce

Although Tesla is a leading enterprise in the electric vehicle industry, it is

also facing tremendous competitive pressure.It is necessary not only to

prepare for the challenges brought by the transformation of traditional car

companies, but also to be afraid of the innovative iterative ability of the new

forces of car-making based on the Internet.
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By comparing Tesla with the best-selling models of BYD and Weilai, we

can find that Tesla is in a competitive advantage.

But Tesla's overall price is still on the high side. Facing the fierce market

competition, Tesla's top priority is to cut down its cost in the short time.



21

V. Strategic positioning and Value Chain of Tesla

5.1Strategic positioning

Figure 5.1: Tesla Positioning Theory Framework

Tesla has a brand name that suits its own position,and produces pure

electric vehicles under the name of a famous inventor, whose brand name is

closely linked with innovation and invention, leaving a unique impression on

consumers' cognition. Different from the enterprises that focused on the
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low-end market in the early days, Tesla took the route of differentiated

competition. In the early days, the target customer orientation focused on the

high-end people who lived well and paid attention to the sustainable

development of the environment. With the improvement of the production

capacity of Tesla factory, the target customer group expanded to the middle

class who cared about environmental protection, which further expanded

Tesla's market share.Tesla, as the first company that independently developed

and successfully produced electric vehicles, left an indelible impression on

consumers.

Fig 5.2：customer segmentation

Tesla took the "high-end route" at the beginning.The reason why Tesla

wants to take the high-end route is that some problems such as high R&D cost,

long R&D cycle, large capital consumption, low environmental awareness of

users and low awareness of new energy vehicles will be encountered in the

early stage of the company, which makes the low-end market extremely

difficult to develop. However, relatively speaking, young talents, corporate

executives and other social elites have rich living conditions. They care not



23

about the price, but the quality and style of products and pursue new trends.

Therefore, Tesla only needs to make super cool products. In addition, for Tesla,

based on the brand awareness established from the high-end market, as long

as other cost-effective models are introduced later, the development of the

mid-end market is effortless.

However, in view of the image requirements of social elites, the

appearance and driving experience of products will be strictly required.

Therefore, Tesla must attach great importance to the details of appearance

and experience, leaving people with high-end and high-tech brand awareness.

In addition, only a pure electric car is not valued by customers, what customers

are interested in is that they can give the outside world a personal impression

of caring for environmental protection and actively pursuing the latest

technology products. Although Tesla has a high-end positioning and a strong

sense of technology, Tesla's potential target customers are in the mid-end
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market. At present, Tesla's share in the high-end market tends to be saturated,

and the broad mid-end market is the future of Tesla. Therefore, Tesla's

development depends on the overall cognition of the mid-end customers'

families to Tesla.

5.2 Tesla's Value Chain

Based on Porter's value chain, we analyzed Tesla's value chain, as shown

in the following figure:
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Figure 5.5: Tesla Value Chain Analysis
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VI. Tesla's customer care strategy

Compared with 2020, 69% of Weilai Automobile's orders are

recommended by old users, and Tesla is a bit inferior by comparison. At

present, Tesla's customer care needs to continue to improve.

Fig 6.1：customer relationship management framework

Based on the whole process of customer care from ordering to signing

and after-sales, customers can enjoy high-quality service, improve customer

satisfaction and increase Tesla sales. Customer care can not only enhance the

awareness of Tesla brand in customers' minds, but also increase the

stickiness between customers and Tesla and promote secondary consumption.

In addition, when Tesla products or services exceed customers' expectations,

customers will habitually share them with friends around them, and the

turnover rate will be higher through this oral publicity effect. At present, Tesla's

customer care strategy is mainly reflected in the following aspects:
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6.1Innovative products and services

Tesla pure electric vehicle is an innovative product. Tesla has produced an

innovative product Roadster, the main body of the car is made of creative

carbon fiber, which not only greatly improves the overall quality of the car, but

also makes it lighter and safer to drive. In addition, Tesla cars produced based

on the concept of building cars on the Internet, based on the removal of

engines and supporting starting systems, have a huge internal space

compared with traditional cars.

6.2Innovative customer development strategy

6.2.1 Differentiated market strategy

Tesla's sales volume in the global electric vehicle market can be attributed
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to its differentiated market strategy. First of all, in order to meet the needs of

different types of customers, Tesla proposed a series of different models such

as model 3,model Y, which greatly promoted the sales volume. In addition,

Tesla cars differ from traditional cars in that they can update their software

even after two years of purchase. In this way, the car can have the same

configuration as the latest version of the car. After the traditional car is bought

in a 4s shop, the configuration is unchanged. More importantly, Tesla has also

launched different products and services for customers of different genders,

which makes Tesla open a gap with other car companies.

6.2.2Advertising strategy

Tesla has been marketing at zero cost, mainly because Tesla makes good

use of the following three points. First, Tesla has opened a series of official

accounts such as Facebook, Twitter and Weibo, and released the latest news

of Tesla through different channels. At the same time, it actively pays attention

to the comments of consumers and actively interacts with consumers, and a

series of suggestions put forward by consumers to Tesla can be seriously

adopted, which makes Tesla have a good reputation among customers, and

the reputation of customers has brought huge sales to Tesla. Second, Tesla

initially positioned itself in the high-end market, which made Tesla owners

mostly social elites. These customers have great influence in all walks of life,

and their recognition and purchase of Tesla virtually brought Tesla a large
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number of follow-up purchase orders. Third, compared with other companies,

Tesla is good at using news media to conduct marketing, and every press

conference will explain the technology to reporters in detail, which makes the

news media bring high attention to Tesla through reporting, which is an

excellent free advertising opportunity.

6.2.3 Direct Marketing Strategy

Based on the direct sales mode, after customers are satisfied with the

experience in the experience center, they place orders in Tesla official website,

and then Tesla factory starts production and delivers them after production.

The direct sales mode is beneficial for Tesla to master all customer information.

Compared with the traditional sales mode of car dealers, it not only reduces

the inventory pressure, but also attracts a large number of fans because the

price transparency makes customers feel more fair.

Conclusion

Through the analysis of Tesla company, this paper draws the following

conclusions:

First of all, combined with PEST model analysis, it is found that the electric

vehicle industry has great development potential. Tesla's market scale will

further expand with the development of time.

Secondly, combined with the analysis of five forces model, It is found that
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Tesla has a stable position in the industry. Tesla has strong bargaining power

for both suppliers and consumers, and it is difficult for potential entrants to

enter the market. Generally speaking, Tesla has great advantages, but it must

continue its independent research and development to maintain its

differentiation and competitive advantage.

Thirdly, after analyzing Tesla's strategic positioning, it is found that Tesla's

brand name, leading market advantage and "high-end route" play a significant

role in opening up its market. Although Tesla is only can be consumed by

high-income people at present, in the long run, Tesla's purpose is determined

by the recognition of the vast middle class with relatively higher income.

Fourthly, Tesla's customer care strategy mainly includes innovative

products and services and innovative customer development strategy. Tesla

fully understands the needs of customers, constantly innovates and solves the

pain points of customers. Tesla adopts differentiated market strategy to meet

the needs of different consumers, and attracts a large number of customers

based on direct sales model.

Recommendation

The impact of the pneumonia epidemic in COVID-19 in 2020 caused

global economic contraction, which inhibited people's desire for consumption

and also affected people's spending power. Therefore, people will be more

cautious when buying large consumer goods such as automobiles. How does
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Tesla stand out among many excellent automobile enterprises? Tesla must

formulate and implement the following key strategies:

Image source: McKinsey Customer Care

(1) Shape personalized customer care philosophy

Tesla should take highly personalized customer care as the primary goal of the

strategic transformation of customer care.

First, understand customers and Summarize all customer information.

Establish a comprehensive customer database. Secondly, react to customers

before they know they need Tesla. Big data enables Tesla to identify and solve

problems predictably. Tesla needs to build a well-trained and compassionate

workforce to support proactive customer care programs. In addition, open up

internal communication channels. Perfect customer experience requires better

coordination and cooperation among Tesla's internal customer service,

product development, marketing and operation. Finally, innovative tools can

improve the efficiency of customer service personnel. The first thing Tesla

should do is to plan how to apply advanced technology tools before, during
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and after customers contact Tesla.

(2) Establish a perfect market image of enterprises

Products and services are the main factors that constitute Tesla's corporate

image, but in addition, Tesla's test drive environment, service attitude,

commitment guarantee, brand awareness and appeal will also affect

customers' purchase. This requires Tesla to do the following three things. First,

Tesla's business philosophy is recognized by customers, including Tesla's

entrepreneurial spirit, corporate culture, service commitment and values;

Second, Tesla's overall operating conditions bring customers a good

experience; Third, Tesla's external image, including corporate name, product

name, brand logo, corporate slogan, advertising words, service commitment,

corporate image, etc., gives customers a perfect overall feeling.

(3) Develop products that satisfy customers

Customers choose Tesla, first of all based on the recognition of Tesla electric

vehicles ， which requires all Tesla's business activities to meet customer

needs.In addition,purchasing motivation, behavior, ability and

level,consumption traditions, habits, interests and hobbies are also very
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important.Only in this way, enterprises can scientifically adapt to the needs of

customers and determine the development direction of products.

(4) Focus on the most important two or three channels

Image source: McKinsey Customer Care

Based on the "2 8th principle", 20% of the important channels generate 80% of

the company's revenue. Tesla should make full use of customer data, analyze

and find out the two or three most important channels for Tesla, and put the

vast majority of customers' care into them, which is particularly important for

Tesla and can bring an unimaginable input-output ratio to Tesla. How to

determine the most important channel, first of all, according to the customer

journey map, we should not only analyze the customer's tendency to use this

channel, but also consider the importance of the journey to the customer's

decision. After considering the two dimensions in the matrix, Tesla can
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determine which channels are the most important for customers to understand

Tesla, so as to efficiently pay attention to the most important channels and

obtain higher output.

(5) Listen to customers' opinions scientifically

Tesla must establish a set of customer care system, test the customer's

evaluation of Tesla's products and services with scientific methods and means,

and feed it back to Tesla's management in time, so as to serve Tesla's

continuous improvement and meet customers' needs in time.

(6) Controlling customer expectations

Tesla must control the customer's expectation of Tesla according to its actual

ability. Tesla staff should control customers' expectations, don't exaggerate the

performance, quality and service of electric vehicles, and introduce the

unsuitable conditions of electric vehicles when necessary, so that customers

can be prepared psychologically. If the customer's expectation is objective,

Tesla's work results can exceed the customer's expectation, and the customer
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will be very satisfied, say a good word for Tesla and introduce business to

Tesla.

(7) Become a customer care talent factory

According to McKinsey's survey of more than 100 contact center industry

leaders and experts in 2019, 50% believe that retaining talents is a key

challenge in talent management, and as many as 80% of contact center

employees hope to eventually enter other positions in the company. Therefore,

Tesla needs to establish a talent channel leading to contact centers and wider

organizations, so as to retain the caring talents of customers, thus reducing

costs and improving customer satisfaction. Tesla needs highly skilled

employees in the customer care center who can resonate with customers and

solve problems efficiently. With its ability to look at the company from the

customer's point of view and valuable insight, it can provide information for

other areas of Tesla.
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