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As the leading one in the green power car company, TESLA is the best example for people to understand how is this idea reshape the car market and world energy market. However as the leading factor of such a huge change in global market, it is not hard to understand that risk of this kind of business is huge. We are going to analyzing the market situation of the TESLA as a sample of the whole green power car business with PESTEL and SWOT analysis and use those analysis to form a outlook for the future development of the TESLA.
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Part 1 Macro and Micro Marketing Environment:
As the result of Kyoto Protocol and many other international agreement about environmental protection, whole world is trying to build a more sustainable and environmental friendly world. That means less carbon dioxide releasing in our generation and carbon neutral in next generation which is a very hard thing to do as the CO2 we release last year was 36.8 billion tons[1]. So we have to try very hard to cut our green house gas releasing in every aspects and try not to harm the economy growth too much. For that reason if we can get rid of carbon emission caused by the car, then it will be a critical hit for the object completion. As in 2021, all those passenger cars on USA’s road release 374.2 million tons of carbon[2] which is 7.6% of total 4.903 billion tons carbon releasing USA had in 2021[3].
However as we all known that in real world you can not do something just because it is correct, you also need to make it profitable. For that reason, such a huge shift in the car market definitely means that there is a very huge change in the car market and we are going to use a comprehensive analysis to understand such a significant event of our generation.
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SWOT & PESTEL analysis of Political factor
	
	Helpful/Strength
	Harmful/Weakness

	Internal
	1. Loans from Shanghai government which is a result of investment promotion policy that China government have.[4]
	1. Production plants must be deployed in a distributed manner to cope with possible supply chain instability and trade barriers. But this will bring about a decrease in production efficiency and uneven production quality.

	External
	1. Government subsidy.
2. Tax cut.
3. Cheap factor of production provide by government.
4. Industrial countries desire to decrease its dependence of crude oil.
	1. Trade war between China and USA make the supply chain unstable.
2. EU’s trade barriers made it hard for TESLA to enter Europe market[5].
3. Lithium supply union may increase the production cost of TESLA.
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	Helpful/Strength
	Harmful/Weakness

	Internal
	1. Lower wages for workers.[6][7]
2. Lower Complexity of cars make the construction cost low.（See appendix 1）
	1. High inflation potentially push workers’ wages up

	External
	1. High oil price make the driving cost of the traditional car higher than the green power car under almost any condition.[8][9][10][11]
2. A simpler structure make the green power car more reliable which reduce the lifetime using cost of the green power car. 
3. Subsidy and tax cut provide by the government lower the price that the customer receive. 
	1. High interest rate make the TESLA have financial problem.
2. High interest rate and the possibility of the economy crisis in the future decreasing the customers’ willing of buying a new car.
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	Helpful/Strength
	Harmful/Weakness

	Internal 
	none
	1. Tesla’s internal corporate culture that emphasizes R&D over marketing also makes Tesla’s marketing department often only good at dealing with relationships with the government but not with the public. The public relations crisis in 2021 even caused the media controlled by the Chinese government to severely criticize Tesla's public relations attitude.[12]

	External
	1. The Tesla's corporate image is that of a high-tech, environmentally friendly company, making it very popular among young people.
2. It’s boss Elon Musk is a popular figure in social media like Twitter.
	1. Other car companies like BMW and Ford have more market precipitation.
2. TESLA made low wage workers flood into the car industry which caused serious strike.
3. Musk's wrong words and actions may also have a negative impact on Tesla's brand image.
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	Helpful/Strength
	Harmful/Weakness

	Internal
	1. Less manpower in assemble line means easier to manage and less production cost.
2. Get rid of complicate components make it easier to construct a car.
	1. Quality control system is still not mature.

	External 
	1. Advantage in fundamental principles make green power car a higher energy efficiency.
	1. Patent barrier.
2. Hybrid power car competition.
3. Slow charging speed.
4. Voyage anxiety
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	Helpful/Strengths
	Harmful/Weakness

	Internal
	1. Save resources (especially metals)
	1. More carbon releasing in manufacturing process

	External
	1. High energy efficiency means less carbon release.[13]
	1. Recycle of green energy car components is still insufficient developed
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	Helpful/Strengths
	Harmful/Weakness

	Internal
	none
	1. Better worker welfare in the EU than in the United States makes the labor costs of Berlin's Gigafactory higher than Tesla's Gigafactory in the United States and Asia.[14]

	External
	1. Environment protection law.
	1. Trade law.



	
	图加软件论文模板页眉
	1.1 二级标题



	
	图加软件论文模板页眉
	第1章 绪论




10 / 10
9 / 10
Part 2 Market Out Looking of TESLA
From the previous analysis we can see that Tesla is a company that mainly focus on providing sedan cars for the middle class youth(70% below age of 34)[15]. Such a group of customers have following tags: 
· Open mind for new things especially new cutting edge knowledge
· Care about core social issues such as sustainable development, environmental protection, affirmative action, etc
· A relatively limited financial capability that can not afford luxury cars
· The city-centered living environment makes its off-road needs relatively low
· The fast pace of life places high demands on vehicle reliability
· Lack of patience and affordability made them concern about warranty and after-sale service

All those tags made Tesla choose the following market strategy
Place: Direct sales
Price: Skimming
Promotion: Hunger marketing and Elon Musk’s buzz effect
People: Low-wage, low-skilled workers with a small group of highly elite, specialized engineers work under the most famous geek of the world
Process: Make to order production combined with direct sales
Physical Environment: Stylish, concise, inviting and informative
Product: High-end new energy vehicles that are fashionable and meet environmental requirements
The more detailed explanation of those terms is in the following parts.
Place
Unlike the traditional sales model of the automobile industry, which distributes through dealers, Tesla has adopted a full direct sales model that is rare in the automobile industry. This sales model is a double-edged sword. First of all, as mentioned above, Tesla's customer base has a high proportion of middle-class young people, and this group of people often hate spending a lot of time on after-sales issues due to lack of patience and other factors. This conflicts with the distribution sales model itself. The main source of profit for distribution dealers is to charge car owners for after-sales services. This inevitably makes after-sales service complex, troublesome and expensive. The conflict under this zero-sum game is institutional, which means that it cannot find a solution in the non-direct sales model. Tesla's all-direct sales model fundamentally solves this problem and satisfies the needs of consumers very well. Of course, this is not without cost, because it means that Tesla must bear all the public relations problems that may arise after sales and cannot shift the responsibility to the dealers. This has caused Tesla to suffer more than one public relations crisis in the Chinese market. How to improve Tesla's B2C public relations capabilities in the future is a focus of Tesla's marketing.
On the other hand, Tesla’s direct sales model allows customer order data to be quickly and accurately fed back to Tesla’s production and operations departments. This allows Tesla to use a high-turnover, zero-inventory production model. This greatly reduces Tesla's production costs and operating pressure.
Price
[bookmark: _Toc38462697]Tesla's pricing strategy is classic skimming. First enter the market at a very high price (in 2014, a friend of mine bought a Tesla for close to 1 million yuan, and a Tesla worth less than 300,000 yuan in 2021 may be more expensive than the 1 million yuan one that year) Still fashionable), and then slowly lower the price. And because of Tesla’s leader Elon Musk’s stated Geek image, Tesla can claim that its products use the best materials and advanced technology, so they are very expensive. The subsequent price cuts can also be explained by the public impression of technology-intensive companies brought by Elon Musk. After all, as production technology and processes continue to evolve, production costs will also decrease, and geeks like Elon Musk who "don't care" about capital gains will naturally transfer this part of the profit space to consumers in exchange for the rapid promotion of technology. (Another way of saying bigger market). Although this still caused several serious public relations incidents in the Chinese market, it is indeed an effective marketing strategy.
Promotion
Unlike traditional car companies, which use TV ads, sponsor sports events to obtain naming rights, purchase teams and hold exhibitions, Tesla has adopted an advertising model based on social media. The word-of-mouth marketing and sensationalism of Elon Musk himself is Tesla’s best advertisement. It can even be said that Musk’s 149 million Twitter followers are the audience for Tesla advertisements and potential customers of Tesla products. Of course, this strategy also has its downsides. Because no media gets revenue from Tesla, they naturally have a resentful hostility toward Tesla. This has also caused Tesla to fall into serious public relations crises several times in the past. Maybe that's why Tesla claimed in this year's report that it might do a little advertising "to see" how it works.
Tesla, on the other hand, adopts the promotional strategy of hunger marketing. Because Tesla uses a production-to-order production model, consumers who buy Tesla vehicles often have to wait several months or even a dozen months to get the vehicles they purchased. The consequence is that the supply of Tesla cars on the market is artificially created to always be less than the demand. This hunger marketing allows Tesla to charge a higher brand premium to its customers. The reason that Tesla dare to adopt such a strategy and do not worry about lose its market share is that there was no strong competitor in the market in the past. As you will see in the latter part of this article that the annual sales revenue of BYD, Tesla's strongest competitor in the electric car industry, has always been only about 75% of Tesla's. This means Tesla doesn't really have a competitor that can fully absorb the market share vacated by its hungry marketing strategy. Also the electric vehicle industry itself has relatively high industry barriers, making it very unlikely that a new competitor will suddenly emerge that can significantly seize market share. In addition to that, Electric vehicles themselves are low-cost alternatives to traditional energy vehicles, so there is no foreseeable risk of substitutes.Coupled with Tesla's own product quality advantages, technical advantages and brand effect. This makes Tesla’s hunger marketing strategy a textbook-level application case at this point in time.
People
In terms of people, Tesla is also an alternative in the automobile industry. When we picture the personnel of a car company in our minds, what often comes to mind is a pyramid. At the bottom are a group of blue-collar workers holding tools and wearing oil-stained canvas overalls. In the middle level are a group of engineers and managers wearing clean jackets milling around instruments and test vehicles. At the top are a few people wearing customized suits. Executives.
Tesla offers a very different picture. First of all, benefiting from the highly automated production model of the Tesla Gigafactory, the number of production workers required is very small. This allows Tesla to provide its workers with good working conditions. In fact, even though Tesla's Gigafactory in Shanghai has the lowest treatment for workers among all its Gigafactories in the world, it is still the factory that provides the best treatment to workers in the Chinese automobile industry. On the other hand, since there is no influence from conservative forces such as labor unions, Tesla can have greater freedom in employment. In fact, 67% of employees in Tesla's factories in the United States are from minority groups. This is especially true in the predominantly white auto industry. Unlike traditional car company executives who have a thin sense of traditional presence, Tesla's boss Elon Musk can be regarded as a very "noisy" existence. It can even be said that Musk alone has made headlines more times than the executives of all other major car companies combined. This creates a sense among consumers that Tesla is more accessible. Musk’s ability and charm have greatly shaped Tesla’s image and market influence. His active interaction with the public and openness to feedback help build strong relationships with the company's customers and stakeholders.
​
Process
Tesla's direct sales model mentioned earlier allows Tesla's production and operation department to not only produce according to orders to ensure a zero-inventory production and sales model, but also allows customers to customize their own unique electric vehicles. And because these sales data are directly controlled by Tesla, Tesla can formulate sales strategies and production plans without worrying about various data biases caused by dealers concealing real sales. On the other hand, whether customers purchase vehicles online or in Tesla stores, they can adjust various vehicle characteristics according to their own preferences and obtain intuitive delivery cycle information. This eliminates the need for customers with special needs to be prevaricated by distributors on the grounds for the reasons like special models are not produced or the delivery cycle is long.
On the manufacturing side, since electric vehicles are structurally much simpler than traditional energy vehicles of the same level, they can be mass-produced faster. Since Tesla does not have a union, Tesla can use cutting-edge technology and automation to ensure that production costs are significantly reduced while ensuring quality.


Product
As the core of Tesla's marketing strategy, its product strategy is crucial. Tesla's products so far can be mainly divided into two parts: high-quality electric vehicles and green energy solutions. Of course, green energy solutions is still only a relatively minor business unit, so the following discussion will still focus on trams.
The high-quality electric vehicles that Tesla has put into large-scale sales so far include: Model S, Model 3, Model X and Model Y. Each vehicle has its own different pricing and features to meet the needs of different types of customers. In addition, Tesla is also developing different types of electric vehicles, including Roadster, Semi and Cybertruck, in an effort to expand the market into vehicle markets beyond the sedan market. It is obvious that the product mix adopted by Tesla is a common way for car manufacturers to seize the entire car market through differentiated product mix. The reason this strategy is successful is that electric vehicles can still be considered a blue ocean market. This strategy is feasible for a company whose product is in the slope of enlightenment stage. Because its market is in the rapid expansion stage.
From an outlook perspective, Tesla's future product strategy will be dominated by technological innovation. Battery technology innovation, especially the introduction of sodium batteries and the realization of autonomous driving technology, are likely to become features of Tesla's new products in the future.
​

Physical Environment
Physical Environment is the final element in Tesla’s marketing mix (Tesla’s 7Ps). In the Tesla case, we will mainly discuss the two elements of the Physical Environment: stores and charging stations.
The design of Tesla’s direct sales stores is very modern. It is different from the sales center layout of traditional car companies that has a large number of cars of different models for display. Tesla stores often have only a few or even one vehicle for display purposes. But that doesn't mean Tesla's stores are thin on display. Here customers can find information about sustainable energy and electric vehicles. Also be able to learn about the special features of Tesla vehicles.
On the other hand, Tesla provides customers with charging piles and other necessary infrastructure for using electric vehicle locks. This is particularly important in today's market because most of the city's infrastructure is prepared for fuel vehicles. The probability of finding a gas station on the road is much greater than the probability of finding a charging station. Therefore, Tesla charging piles built in parking spaces are a convenient marketing tool for middle-class white-collar workers whose main purpose of buying a car is to commute to and from work, allowing them to spend more money and feel comfortable at the same time.


Marketing effectiveness evaluation

So do the marketing strategies mentioned above work? We can draw this conclusion from Tesla's sales data.
Sales revenue of different car company
	
	Tesla[16]
	Ford[17]
	BYD[18]
	TOYOTA[19]

	2009
	112
	116,283
	
	208,995

	2010
	117
	128,954
	6,671
	203,687

	2011
	204
	135,605
	6,614
	228,427

	2012
	413
	133,559
	6,340
	226,106

	2013
	2,013
	146,917
	7,110
	234,601

	2014
	3,198
	144,077
	7,910
	256,919

	2015
	4,046
	149,558
	11,087
	247,834

	2016
	7,000
	151,800
	14,316
	235,746

	2017
	11,759
	156,776
	14,664
	256,654

	2018
	21,461
	160,338
	17,399
	264,416

	2019
	24,578
	155,900
	18,249
	272,031

	2020
	31,536
	127,144
	22,371
	275,356

	2021
	53,823
	136,341
	30,877
	279,278

	2022
	81,462
	158,057
	60,580
	274,942



(millions of US $)

From those data we can see that Tesla’s market strategy is quite successful. Its sales revenue has steadily increased by 726.3 times in 13 years, while the sales revenue of traditional energy vehicle companies often only grew by 30% to 50% during the same period. The sales revenue of BYD, also an electric vehicle company, only increased by less than 10 times in amid fluctuations. Such a huge success is partially because electric vehicle is a blue sea market. This makes Tesla's business performance naturally much better than that of traditional car companies. But Tesla's revenue growth is much better than that of BYD, which is also an electric vehicle company. This can only be explained by its more successful marketing strategy. But this does not mean that Tesla’s market strategy is perfect. In fact, Tesla’s all-direct sales model mentioned above means that it must directly face all consumers. This places high demands on Tesla’s public relations capabilities, especially its ability to handle emergencies. After all, without the middle layer of dealers, all consumer dissatisfaction due to product quality and after-sales service will directly affect Tesla. If Tesla adopts the wrong response, it will inevitably cause a huge public relations crisis. And this has actually happened once. In April 2021, a Tesla owner’s radical rights protection actions due to brake failure quickly made headlines in the Chinese media. Tesla China Director Ms. Tao Lin's remarks that she was "unable to compromise with consumers" quickly aroused widespread boycott of Tesla in the Chinese market. Musk’s own tweets in support of Tao Lin only exacerbated the public relations crisis this time. This caused Tesla's sales growth in the Chinese market to plummet from 250% to 17.5% [20]and caused Tesla's main competitor BYD's sales to shift directly from the downward trend in previous years to rapid growth[21]. This is why BYD's sales surge in 2022 in the chart above. This setback reflects an important weakness in Tesla's market strategy, which relies too much on Musk's personal charm and influence. And the lack of a professional public relations team to promote and cooperate with relevant media will infinitely amplify the damage caused by this weakness in critical moments. After all, Musk’s Twitter account has 167.9 million followers. This means that everything Musk says and does will affect the overall impression of Tesla among the 167.9 million[22] Tesla users or potential users. Any inappropriate remarks may cause a huge public relations crisis. Musk’s recent remarks on the Palestinian-Israeli conflict are another typical case of this issue.
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	From above discussion we can tell that Tesla’s strategy is far from perfect. The words and deeds of its boss Musk often have a huge impact on Tesla's overall marketing. In the past, its behavior of endorsing the remarks of its China director "not compromising with customers" once caused an uproar in the Chinese market. Even China's state media who used to use Tesla as a good sample of investment promotion policy criticized Tesla. On the other hand, the zero-inventory strategy is increasingly risky in an increasingly unstable global supply chain. If the supply chain fluctuations caused by the epidemic in 2020 occur again, it is likely to cause a global shortage of Tesla production capacity and allow other car companies to seize the market. The war in East Asia that may break out in the near future will be a potential crisis.
	Solving the problems caused by Musk personally cannot be solved by simply separating Musk and Tesla. After all, the possible backlash would be too great. Personally, I think the best way is to strengthen the publicity of Musk's geek attributes and create an impression among the consumer group that "Musk is a technology geek who understands business operations." In this way, even if Musk makes any inappropriate remarks, the public will not take them seriously. The problem of supply chain stability can be solved by dispersing factories around the world to establish a decentralized supply chain. In fact, this is also the reason why Tesla built the Gigafactory in Berlin. But it is clear that this will be a challenge for Tesla. After all, it means Tesla must adapt to the EU's more comprehensive and detailed protection of workers' rights. In the past, Tesla's corporate culture was known for its opposition to unions and other common worker rights protection measures. Whether this will become a reason for Tesla to be further boycotted and targeted in the EU in the future is worth watching. But one thing is very clear, that is, once labor disputes arise in Tesla's European Gigafactory, traditional European car companies such as BMW, Volkswagen, Citroën, etc. will inevitably use their deep media and political influence to add fuel to the flames. Judging from Tesla’s last response to the Chinese market, this is a big risk for Tesla. This may also be why Tesla announced in May 2022 that it might do a little advertising[23]. But I don’t think Tesla can adopt the more flexible marketing strategy it needs. After all, Ms. Tao Lin was not only not fired but was promoted to Tesla’s global vice president. I can only say that I hope Tesla’s advantages in other aspects of marketing can be large enough to make up for the negative impact of an incompetent executive.
​
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Chassis structure comparison chart of Tesla model s and Suzuki Jimny
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