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[bookmark: _Toc155197371]Executive summary
The present report sheds light on the marketing management of Tesla, a US-based electric vehicle manufacturer. Using the PESTEL and Porter’s Five Forces, the analysis highlights a misalignment between the marketing environment and the marketing tactics adopted by Tesla, tesla focuses on marketing affordability but the market is pursuing heterogeneity and differentiation. The analysis of segmentation, targeting and positioning, as well as the marketing mix further reveals the shortcomings of over-reliance on price-cutting, Elon Musk’s personal influence, and uncontrollable media coverage. These marketing strategies have the common features of relative cost-efficiency. The marketing strategy is perceived as effective in the short run due to the sluggish economy, price-sensitive customers, as well as fierce competition, but can hardly be sustained over the long term due to the adverse impacts on the profit margin and brand perception. The report then suggests a value-added marketing strategy for Tesla to highlight heterogeneity and a more active stance to reduce its reliance on the leader’s personal influence for publicity. 


1. [bookmark: _Toc155197372]Introduction
Tesla, founded in 2003, is a US-based designer, developer and manufacturer of high-performance full-electric vehicles and the related components, as well as sustainable energy generation systems. The company operates under two reportable segments, respectively Automotive, and Energy Generation & Storage (Tesla, 2023). The automotive products of Tesla are offered under four categories, including Model X, Model S, Model Y, and Model 3. The products and supportive customer services are marketed and distributed through its operational presence across regions, including Asia, Europe, and North America. 
In the last financial year of 2022, Tesla was able to generate a net revenue of US$81,462 million, reporting a year-over-year increase of 51.4% and an operating margin of 16.7% (Tesla, 2023). However, it is observed in the new financial year of 2023 that the share of Tesla has declined significantly from 78% in 2022 to 57% in 2023 (as shown in the following Figure 1), due to multiple factors arising from the internal environment and external environment (S&P Global, 2023). However, less-than-effective marketing with so much to improve is identified as one of the attributable reasons for the weak growth momentum of market share.  
The present report delves into the existing marketing tactics deployed by Tesla by investigating key marketing aspects, including but not limited to target markets, and selection of media. The report then provides a critical evaluation to identify the shortcomings of Tesla’s marketing strategy, based on which some actionable practical recommendations are proposed for Tesla to improve Tesla’s future marketing effectiveness. 
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Figure 1: Shares of leading EV brands
Source: (S&P Global, 2023)

2. [bookmark: _Toc155197373]A critical evaluation of Tesla’s marketing activity
The section starts with a short illustration of the conceptualization, relevancy and importance of marketing in Tesla, the macro and micro marketing environment of Tesla, Tesla’s marketing tactics, and the effectiveness of Tesla’s marketing campaign. 
2.1 [bookmark: _Toc155197374]Concept and importance of marketing in Tesla
As defined by the Chartered Institute of Marketing, “Marketing is the management process responsible for identifying, anticipating and satisfying customer requirements profitability” (Chartered Institute of Marketing, 2020). As such, for every product Tesla merchandises, every media message it sends in the consumer society has been significantly shaped by the forces of marketing, which defines Tesla as more than a manufacturing business but a multinational customer-centric organization. While Tesla has been widely appraised for its innovation ability, it is marketing capability that helps to deliver and capture the created value propositions. 
Specifically, the marketing strategy adopted by Tesla has significantly shifted from strategies adopted by traditional automotive manufacturers. Traditional automotive manufacturers focus on the usage of conventional advertising mediums, such as TV advertising, on-site promotion, physical billboards and paper magazines. While, the resources of Tesla, including time, capital and human resources, have been invested in the non-conventional form of marketing through multiple forms, such as social media engagement, experience marketing, customer advocacy, and public relations. For instance, Tesla has been able to generate significant media coverage of its leader (Elon Musk), its company strategies, and its products. Such media coverage and word of mouth have been identified as the primary drivers of its sales leads across the market and have helped the company to achieve sales without minimal reliance on traditional advertising and with minimum marketing costs (Tesla, 2023).
2.2 [bookmark: _Toc155197375]Macro and Micro marketing environment of Tesla 
The marketing strategies adopted by Tesla have been primarily shaped by its marketing environment, including macro and micro environments, and will continue to be influenced by any implicative environmental shifts on the macro and micro levels. The macro-level factors are synthesized by using the PESTEL model, and the micro-level factors are evaluated by exploiting Porter’s five forces.
[bookmark: _Toc155197376]2.2.1 Macro environment analysis 
Political factors: Governments, especially in advanced and emerging economies, have continuously issued favorable policies for the development of new energy vehicles, perceiving it as a vital approach toward macro-level sustainability (Langbroek, Franklin and Susilo, 2016). Specifically, zero-emission vehicle targets have been leveraged by governments across countries to achieve further transport decarbonization. In 2022, over 90% of light delivery new energy vehicle sales were covered by policies that are implemented to encourage EV uptake (International Energy Agency, 2023). Typical policy instruments used by governments include zero-emission vehicle mandates, favourable fiscal regimes and tax exemption for both manufacturers and buyers and internal combustion engine vehicle bans (Kester et al., 2018). Tesla's marketing strategy often highlights its superiority over traditional automobiles and its alignment with government policies. 
[image: chart of Figure 2.2. Global zero-emission vehicle mandates and internal combustion engine bans]
Figure 2: Countries issued zero-emission vehicle mandates over time
Source: (International Energy Agency, 2023)
Economic factors: Euromonitor (2023) produces quarterly forecasts and analyses of the global economy and developments in major economies, and the following are excerpts from this year's latest edition. In the second half of 2023, the global economy is surprisingly resilient despite high inflation and tightening monetary policy in most economies, thanks in large part to the strong US economy. However, because high interest rates coupled with continued price pressures will ultimately harm economic activity, Euromonitor forecasts that the key growth drivers of the global economy will weaken in 2024 (IMF, 2023). And, in addition to continued weakness in the global manufacturing sector, demand in the services sector and the labour market will also slow. According to Euromonitor's (2023) latest baseline forecast, global real GDP is expected to finish 2023 at 2.8% growth, while in 2024 it is expected to grow by 2.7%, slightly lower than in 2023. In response towards a more sluggish economy, Tesla has highlighted the affordability of its models in its marketing.
Social factors: the social-cultural change is characterized by the public’s growing awareness towards green transportation and has gradually shifted their preferences towards more sustainable transportation alternatives, typically EVs. At the same time, young consumers pay more attention to individual expression and emotional needs and prefer to buy products with unique designs and emotional added value. Personalisation, self-expression and the ability to make "me" different are all factors that young people are willing to pay for. Hume (2010), Bulut, Kökalan Çımrin and Doğan (2017), and Smaliukiene, Kocai and Tamuleviciute (2020) found that young people encounter their favourite things, consumer decision-making path is shorter, and relatively less sensitive to price, and more concerned about whether they recognise the value of the product, whether the product can highlight their personality. While emphasizing product affordability and sustainability, the aspect of value-added heterogeneity has not yet received sufficient attention from Tesla in its marketing endeavours. This is highlighted by the fact that it has relied on media coverage for publicity. Media coverage has focused on Tesla as a pionner of affodablity electric vechiles, and how it has reshaped the industrial landscape, while ignoring other aspects that shall be highlighted. 
Technological factors: With the development and popularisation of technology and networks, marketing is no longer simply placing advertisements, but a whole set of processes for enterprises to form a closed-loop operation around consumers' needs. The diversification of marketing scenarios is reflected in the diversification of marketing entrances, marketing channels and marketing forms (Grewal et al., 2020). Specifically, the development of the mobile Internet has reshaped the way of marketing, the most direct manifestation of the marketing chain lengthening, user contacts and channels have become more and more rich and diverse. And the scene of 5G landing, the widespread popularity of IoT makes the information interaction itself will continue to be dispersed (Kotler, Kartajaya and Setiawan, 2021). Therefore, the trend of increasing channels will not only not weaken, but may accelerate. In this environment, strengthening the openness of various types of media, breaking down the barriers between different channels, and realising the full coverage of consumption scenarios and processes and the interaction of user experience have become the core demands and challenges of enterprises, as well as the future trend of intelligent marketing development (Wirtz and Lovelock, 2021). However, so far, the focus of Tesla’s marketing has relied on cost-efficient approaches such as social media, media coverage and public relations. While, although the marketing at Tesla has been digitalized, it has not yet been intelligenized to integrate different technological advancements to afford seamless and integrated marketing management.
Environmental factors: Transport is critical for promoting connectivity, trade, economic growth and employment, but is also seen as a major source of greenhouse gas emissions. Airborne pollutants are the greatest direct environmental health risk of our time, with 99 per cent of the world's population breathing unsafe air, causing more than 6.7 million premature deaths each year (United Nations Environmental Program, 2023). Trade-offs are key to achieving sustainable transport and building on it to further sustainable development. The global advocacy for sustainability in transportation has been placed at the core of Tesla’s strategy, by highlighting its firm and continuous commitment to sustainable transportation. 
Legal factors: legal considerations, especially vehicle safety regulations, intellectual property laws, and consumer rights protection have been increasingly stringent. Against the backdrop that Tesla has been bothered by frequent scandals regarding its product safety and performance, Tesla while improving product specifications through relentless research and development, has promoted the safety features of its products in its marketing efforts. 
2.2.2 [bookmark: _Toc155197377]Micro environment: Porter's five force
Threats of new entrants: the automobile industry has been characterized by high entry barriers, including high initial set-up capital to establish production and distribution infrastructure., the accumulated market known-how in innovation and marketing etc. As such, it is relatively difficult for new players to enter the market. It is more common for traditional automobile players, such as Volkswagen, BMW, Ford, and Toyota, to use their accumulated resources and competencies in the traditional automobile sector to deploy the EV segment. Although threats of new entrants are moderate, Tesla counters it by continuously innovating and improving its value propositions, as reflected in its marketing narratives. 
Threats of substitutes: the primary substitutes of private passenger vehicles offered by Tesla are traditional vehicles, public transportation and sharing transportation. While the green awareness of consumers makes traditional vehicles less competitive against electric offerings, public transportation and sharing transportation are getting more attention due to their relative affordability and sustainability (Golbabaei, Yigitcanlar and Bunker, 2021). As such, threats of new substitutes are strong,  which can be encountered by Tesla by marketing its unique value proposition in delivering value-added, innovative, joyful driving experiences. However, rare attention has been paid by Tesla to taking the initiative in conveying these messages to customers actively. 
Bargaining power of suppliers: Tesla’ has implemented vertical integration to produce critical components in the house, reducing its reliance on suppliers and weakening the bargaining power of suppliers (Tesla, 2023). The higher bargaining power of Tesla, in turn, allows Tesla to tighten the quality and cost control over the whole value chain, leading to the brand positioning of affordability. 
Bargaining power of customers: with the increasing flow of EV players due to the transformation of traditional vehicles, the sector is filled with extensive choices with similar attributes. The homogeneity among offers, coupled with zero costs of the switch by customers, has further enhanced the bargaining power of customers. Under sluggish economies, when the price sensitivity of customers is expected to consolidate, the bargaining power of customers is going to be further enhanced. Tesla addresses the issue by highlighting affordability, while its marketing efforts have ignored the added value of promoting the customer perception towards its value proposition heterogeneity.
Competitive rivalry: Global EV sales have made leaps and bounds over the past five years, rising from 2 million units in 2018 to more than 10 million in 2022, with market share rising from 2.2 per cent to 13 per cent (Counterpoint Research, 2023). For the full year 2023, sales of EVs are forecast to reach 14.3 million, a 36 per cent increase from 2022.　Many countries have actively introduced relevant industrial policies and regulations, and EVs have become the main battlefield for competition. Chinese automaker BYD has overtaken Tesla as the world's largest seller of electric cars for the first time in quarterly sales, signalling China's emerging strength in the global EV market (BBC News, 2024). BYD posted sales of more than 526,000 all-electric vehicles in the fourth quarter of 2023, while Tesla sold 484,550 in the same period (Financial Times, 2024). While BYD's EV sales for the year are still not as strong as Tesla's, the Chinese rival's rising global market position has put new pressure on Tesla, and the US electric carmaker is now already relying on significant price cuts to boost sales.
[bookmark: _Toc155197378]2.3 Target market 
The marketing strategy of Tesla reflects a comprehensive understanding of market segmentation, targeting and positioning. In terms of segmentation, Tesla has segmented its mass customer markets mainly based on income, basically including higher-end customers, middle-end customers and lower-end customers. Based on the above targeting, Tesla decided to target the lower- and middle-end customer segment due to their increasing needs for private transportation and the salient green awareness. The decision to target this market was strategic, as it allowed Tesla to rapidly establish a presence in the rapidly growing EV market, and cater to a socio-demographical group with a huge population that could afford and would be interested in the innovative, sustainable EVs. The primary materials used by Tesla to capture the target model are its roll-out of relatively affordable electric models such as Model 3 and Model Y, as well as the public communication through public relations and media events, eg. the Master Plan series, to announce its commitment to affordability. The master plan, brief version can be summarized as:
“1. Build sports car
2. Use that money to build an affordable car
3. Use that money to build an even more affordable car
4. While doing above, also provide zero emission electric power generation options” (Tesla, 2016)
As such, tesla has positioned itself as a leader in sustainable transportation by designing and distributing affordable, innovative and sustainable EVs. While emphasizing affordability, tesla has also relied on innovative abilities to stay frontier in the competition, such as autonomous driving, over-the-air updating, etc. The marketing mix of Tesla is briefly summarized in the following table.
Table 1: Marketing mix of Tesla 
Source: own summary
	Marketing mix
	Highlights 

	Product 
	Innovative and sustainable EVs with frontier technology, such as Model 3, Model S and Model Y

	Price
	Cost-based pricing strategy to just add some markups over the invested costs to stay competitive in terms of pricing 

	Place 
	Direct sales through the official stores and online platforms, no medium brokers which are relied upon by traditional automobile manufactures

	Promotions 
	Social media, customer advocacy, media coverage, and public relations 


In terms of the selection of media channels, Tesla tends to rely on more cost-efficient channels for marketing, such as social media, media coverage, public relations, customer advocacy, and mail. Specifically, Tesla has fully exploited the personal influence of its CEO Elon Musk on social media to accumulate widespread attention and influence customer brand perception; while mail is leveraged to maintain close relationships and provide after-sale services for incumbent customers. The owned media, especially its official website and physical exhibition room is further utilized to comprehensively deliver detailed and nuanced information regarding products. The owned media, especially the extensive use of public relations (e.g. Master plans), product launches and press conferences also forms a method of direct communication with customers. Compared to traditional advertising, these channels are more cost-efficient, allowing Tesla to maintain cost leadership in value propositions. The approach also shortens the distance between Tesla and customers by directly delivering genuine information towards customers. 
Another primary media channel used by Tesla is external media coverage. Compared to other incumbents, Tesla tends to gather extensive media attention due to the reputation of Elon Musk and the market leadership of Tesla. Although Tesla does not pay for the media coverage, Tesla cannot control the direction of media coverage. For instance, the media exhibits higher interest in the scandals of Tesla, leading to widespread negative publicity for Tesla.
[bookmark: _Toc155197379]2.4 Measurement of success
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Figure 3: Tesla car delivery from 2022 Q1 to 2023 Q1
Source: (Tridens Technology, 2023)
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Figure 4: Tesla sales 2022 vs. 2023
Source: (Tridens Technology, 2023)
Based on the sales data, the marketing strategy implemented by Tesla, characterized by its focus on digital social media, external media coverage and customer advocacy and by its positioning as the affordability EV offering, has been effective, represented by its increased sales in 2023, comparing to 2022 (as shown in Figure 4). However, the over-focus on affordability has been achieved by frequent price-cutting across markets. In the U.S., Tesla lowered the price of several models, with the high-performance Model 3 dropping 14 per cent to $53,990 and the Model Y long-range version dropping nearly 20 per cent to $52,990 in 2023 (Dow, 2023). After the price cuts, the above models are eligible for the $7,500 EV tax credit mentioned in the Inflation Reduction Act, and if this part of the subsidy is taken into account, the price cuts for the two models are as high as 26% and 31%. In Europe, Tesla lowered the prices of Model 3 and Model Y in markets. Taking the German market as an example, foreign media reported that the price cuts ranged from 1% to 17% for the above models with different configurations (Dugar, 2023). Tesla China has slashed prices for five models of the domestic Model 3 rear-wheel-drive and high-performance versions, and the Model Y rear-wheel-drive, long-range and high-performance versions, with the latest selling prices down 13 to 24 per cent from four months (Cheng, 2023). 
In 2023, the U.S. market demand is weak, the European market subsidies are gradually retreating, and the Asian market penetration rate is gradually reaching its peak. Looking ahead to 2023 to 2025, there is a downside risk that the compound annual growth rate of global EV sales will be dialled back to 22% (Financial Post, 2023). The slowdown has been reflected in Tesla's lower order volumes. The company's global order backlog is continuing to contract, reflecting in part the reality that its incremental demand is not as large as its incremental capacity, and Tesla's price cuts start from the hope of stopping incremental order growth from declining too quickly (Bloomberg, 2023). After the price cut, orders are expected to grow sequentially, but order growth will slow significantly after the impulse boost from the price cut, further indicating the unsustainability of its marketing strategy.
While, the macro and micro analysis, pinpointed by the changing social factors represented by customers' preferences to value-added heterogeneity, the technological advancements that allow for the intelligent market endeavour, and the high bargaining power of customers due to product homogeneity, indicates the necessity to be differentiated and the necessity to convey the message to customers as a more sustainable approach, rather than sole reliance on price-cutting. 

3. [bookmark: _Toc155197380]Discussion on the shortcomings of Tesla’s marketing strategy
Based on the above analysis of Tesla’s marketing environment and its marketing strategies, the section provides a discussion on the shortcomings that could impede long-term marketing effectiveness. The primary shortcoming identified is its over-reliance on price-cutting strategies. Although price-cutting can stimulate demands within the short term under the sluggish economy and fierce competition, it is not perceived as a sustainable strategy as there is a bottom line where the price can be reduced, and it undermines the brand’s value proposition (e.g., the perception of reduced product value, etc.). Coupled with the reliance on price cutting is Tesla’s insufficient highlights on value-added heterogeneity. Even though Tesla has integrated groundbreaking technologies to differentiate it in the market, its marketing efforts have not sufficiently highlighted these differentiating attributes, leading to the common perception of homogeneity of Tesla and other EV brands competing in the market. The limited sustainability of the price-cutting strategy further underscores the relevance and significance of bringing differentiation in the long-term competition.
Another shortcoming identified is that Tesla has relied on Elon Musk’s influence for publicity, representing its leverage of Elon Musk's personal social media platforms and extensive media coverage regarding him. Although these channels are cost-efficient which benefits Tesla in maintaining its cost leadership, they convey limited and mixed messages to customers as public attention may be focused on the scandals or controversies rather than on Tesla’s value propositions, e.g., the technological advancements, the customer experience Improvement 
4. [bookmark: _Toc155197381]Recommendations for Tesla’s marketing strategy 
Based on the above analysis, some actionable recommendations are proposed for Tesla to improve its marketing effectiveness over the long term.
Diversity marketing strategies beyond price marketing: rather than based on the cost-pricing strategy under which Tesla reduces the markups over costs to stimulate short-term demands, a value-based marketing strategy shall be implemented. Under the value-based strategy, products are based on the perceived value of customers, while the unique features of Tesla’s offerings can always enhance the perceived value and thereby allow it to charge a price premium.
It shall be noted that the highlight of value-added heterogeneity in marketing campaigns forms a solid basis for implementing value-added pricing. On the one hand, existing differentiation efforts, such as autonomous driving, stylish designs, etc. shall be highlighted in their communication with customers to highlight their distinctiveness. On the other hand, customization and personalization options can be promoted to cater to the growing consumer desire for individuality. The customization and personalization shall be embedded in the product research and development to allow for different choices of specifications, performance and appearance, but also in the emerging messages to ensure a close and unique connection with the brand. The advancements in marketing analytical technologies as indicated in the technological factor of PESTEL analysis can be integrated into its existing marketing routines to improve the level of decision intelligence and marketing effectiveness. 
Another recommendation provided by Tesla is to get rid of its overreliance on its leader’s personal influence and media coverage on marketing. this indicates Tesla to develop a more active and proactive stance towards marketing by deploying more resources and competencies in public relations, social media marketing, etc. to develop, manage and influence media narratives positively. The active stances can also help Tesla to deliver more relevant information regarding products to customers, rather than always standing under the spotlight whenever there are incidents and scandals regarding the company or the company’s leader. Detailed tactics include but are not limited to the enhancement of social media presence to reduce reliance on Elon Muskj’s personal account, create dedicated social media campaigns to focus on Tesla’s products, etc. 
The above recommendations are considered with considerate feasibility, validity and viability. Essentially, the above recommendations suggest a shift in Tesla’s marketing focus, while integrating marketing analytics to improve marketing customization and effectiveness. Based on the fact that most adjustments can be made based on the current market infrastructure, the investment, in terms of financial capital, is considered to be insignificant compared to revenues generated by Tesla every year. 
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