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[bookmark: _Toc27130]Executive summary 
The report provides a comprehensive and critical examination and evaluation of Tesla’s marketing strategies, examining the macro and micro environment that shape these marketing strategies, identifying key shortcomings and offering actionable recommendations for enhancing future marketing effectiveness. 
The report employs PESt and Porter’s five forces to analyze the macro and micro marketing environment of Tesla and indicates the existing strategy of relying on self-organized and non-traditional marketing channels is shaped by its alignment with the marketing environment, e,g, serving consumers’ preference to obtain information from official channels, maintaining of cost leadership to serve the price sensitive customers. however, the overdependence on self-organized marketing channels, such as social media, has the potential to increase volatility in public brand perception, and limited control over the online narratives, leaving Tesla more vulnerable to negative publicity or word-of-mouth. The present report then suggests the diversification of its digital marketing strategies to use a mix of search engine marketing, social media advertising and influencer collaboration to further exploit cost efficiency while developing a robust monitoring mechanism over online interactions to manage online discussion directions and expand marketing efforts to cultivate positive brand perception and loyalty.


1. [bookmark: _Toc27336]Introduction 
Tesla, Inc. (as Tesla or the company), designs, develops, manufactures, and sells electric vehicles (as EV), EV components, energy generation and storage systems (Tesla, 2023). The primary business scope of Tesla is summarized in the following table 1. The mission of the company is “to accelerate the world’s transition to sustainable energy” (Tesla, 2023). Although Tesla has a diversified portfolio of products and services, the EV unit has been the primary profit contributor for Tesla and is expected to generate stronger growth momentum due to the promising outlook of the global EV market.
Table 1: Primary products, services, and brands of Tesla 
Source: MarketLine Advantage [footnoteRef:0] [0:  https://advantage.marketline.com/ ] 

	Products
	Services
	Brands

	Electric Sports Cars: Tesla Roadster
	Sale of Solar Electricity
	Cybertruck

	Sedans: Tesla Model S, Model 3, Model Y
	Installation and Maintenance
	Tesla Semi

	Components: Various car parts and accessories
	
	Tesla Roadster

	Energy Generation and Storage Systems: Solar panels, Powerwall, Powerpack, Megapack
	
	Tesla Model S

	
	
	Tesla Model X

	
	
	Tesla Model 3

	
	
	Tesla Model Y


In the fourth quarter of 2023, BYD overtook Tesla as the world's best-selling all-EV manufacturer. Having weathered domestic competition, international expansion is BYD's next priority (Financial Times, 2024). The numbers highlight the challenges Tesla may face this year from its competitors eager to capitalise on the growing demand for electric cars. Tesla remains a major player in the electric car market but will face more competition from international competition in the future. The competition pressures indicate the necessity to improve the effectiveness of its current marketing tactics to further drive profitability over the long term and outperform its competitors. 
The present report is composed of three interconnected parts, with part one focusing on the critical evaluation of Tesla’s marketing activity by shedding light on issues such as marketing environment and marketing channels, part two providing a concluding remark to address the shortcomings of Tesla’s marketing strategy, and part two affording practical recommendations on how Tesla’s marketing strategies could be further improved. 


2. [bookmark: _Toc2715]The critical evaluation of Tesla’s marketing activity 
The part investigates whether marketing activities within Tesla were effective by giving sound justification. Typical facts arising from marketing activities, including the concept and importance of marketing, the macro and micro marketing environment, marketing media, marketing target, and marketing success, are thoroughly and critically considered. 
2.1 [bookmark: _Toc22110]The concept and importance of marketing 
Defined by the American Marketing Association (2020), marketing is “the process of planning and executing the conception, pricing, promotion and distribution of ideas, goods and services to create exchanges that satisfy individual and organisational goals.” As such, organizations regardless of type and size engage in marketing management to develop knowledge of the marketing environment, define the target market, develop a marketing strategy, design marketing tactics, and monitor and control marketing results (Wilson, 2010). The importance of marketing lies in the fact that it communicates the value of products/services provided by companies to customers to carry out a commercial relationship (Homburg et al., 2009). The products/services developed by companies could be exchanged with market values without a functional marketing routine. 
Marketing has been perceived as a significant component contributing to Tesla’s current market position and brand perception. However, selling, general and administrative (SG&A) expenditures of Tesla, which are composed of personal costs, facility costs, marketing expenses and fees for contract services and litigation, account for only 5% of the total revenues generated by Tesla in 2022, indicating the fact that the costs spend on marketing is even more non-significant (Tesla, 2023). The underlying reason for the non-significant marketing costs can be attributed to Tesla’s reliance on non-conventional marketing approaches. Conventional approaches are mass media-oriented, as they rely on the use of paid placements in mediums, such as newspapers, magazines, and billboards to have a wide but non-differentiated customer reach (Tellis, 2003). On the contrary, the non-conventional marketing, employees more creative approach enabled by advanced information and communication technologies to target and influence customers (Quesenberry, 2020). Typical unconventional mechanisms include social media marketing, search engine optimization, influencer partnerships, experiential events, etc. Although there are bare financial costs involved in its marketing, Tesla has invested time and human resources strategically in the above-mentioned non-conventional marketing practices. For instance, the distribution of Tesla’s vehicles is achieved through its website and an international network of company-owned stores. In some markets, Tesla has set up an exhibition room equipped with knowledgeable staff to better educate and inform customers about their products, provide customers with try-on experiences regarding its EVs, and allow for more branded, immersive, and heterogenous customer experience (Tesla, 2023). 
[bookmark: _Toc31630]2.2 Macro and micro environment of Tesla’s marketing environment 
Tesla’s marketing strategy is shaped by the continuously evolved macro and micro environment where it operates. Also, by comprehensively evaluating environmental shifts, Tesla can synthesize implicative factors that may affect its future marketing effectiveness. The external environment of Tesla is composed of the macro and micro environment, respectively evaluated by using the PEST and Porter’s five forces model. 
[bookmark: _Toc5122]2.2.1 Macro marketing environment 
PEST, standing for political, economic, social, and technological, captures factors presented on the political-social-economic context level that are usually beyond the managerial reach of Tesla but could affect how Tesla shall shape its marketing strategies (Ho, 2014). 
Political: Governments across jurisdiction has provided a wide range of supportive policies for the development of new energy vehicles, typically financial subsidies, and tax exemption, hoping that the consumption and production of new energy vehicles will gradually shift increase driven by policies (Su et al., 2021). However, some financial subsidies have phased out since 2022, especially China, propelling the industry to enter a new development stage that is driven by the market demands (Ma et al., 2023; Wu et al., 2023). While, despite the phase-out of financial supports, industrial policies still play a fundamental role to channel all kinds of different resources to the industry, supporting the growth momentum of the industry in the macro level. 
Economics: In 2023, the global economy showed a weak recovery, but maintained a certain degree of resilience. The economic outlook report recently released by the International Monetary Fund (2023) projects that the global gross domestic product (GDP) growth rate will be 2.9 per cent in 2023, and that global economic growth will remain moderate. It is not easy for the global economy to maintain moderate growth despite setbacks in the context of the lingering impact of the COVID-19 epidemic, intensifying geopolitical conflicts, complex changes in the international situation and high inflation in many countries (The Economist, 2023). The retrained economic growth has made consumers more sensitive to prices and underscored the relevancy of affordability in EVs. 
Social: Accompanied by the gradual maturity of technology and the increasing abundance of products, the market is quietly moving towards a "market-driven" era of multiple drivers. These changes mean that the user's product selection space is expanding at a high speed, and products with different price points, body forms, and market positioning have been launched one after another; at the same time, the diversified needs and differentiated preferences of users have been gradually stimulated and rapidly transmitted in the market, which effectively promotes the industry to maintain a high speed of benign development. The trend of younger new energy vehicle owners is emerging. Overall, the average age of new energy vehicle consumers is relatively young, mainly ranging from 25 to 45. On the one hand, the specific social-demographical group is curious about differentiated high-tech and new experiences and is willing to pay a premium; meanwhile, this group focuses on whether the design of new energy vehicles is fashionable, trendy and individualistic; on the other hand, the group prefers to attain authentic and genuine information from official channels, as they perceive self-organized information are more trustworthy (Chen et al., 2019; Lou et al., 2017; Z. Yang et al., 2023).
Technological: Enhancing digital capabilities also helps to reach new heights in precision marketing, opening new growth opportunities for companies. Specifically, investments in digital capabilities are providing new ways to detect and help respond to changing market conditions in a more precise and relevant way. Marketing is no longer just about reaching as many customers as possible, but also about reaching specific them with designed marketing contents with precision (Yang et al., 2021). Notably, customer segmentation group types evolve, making dynamic segmentation critical. However, through AI and machine learning, combined with experimental methods and a culture of learning from testing, brands can dynamically adapt their marketing strategies and messaging to changing consumer behaviour. While AI and other algorithms will greatly enhance the ability of companies to personalise their services, they should also be combined with other human-centric approaches (such as behavioural science or ethnography) to build a complete picture of the customer and reveal the marketing value behind the data (Chandra et al., 2022; Nair & Gupta, 2021).
Table 2: PEST analysis 
Source: own summary 
	Aspect
	Summary

	Political
	The shift from subsidies to direct market competition for NEVs. Example: US EV subsidies in IRA.

	Economic
	The global economy shows a weak but resilient recovery; GDP growth at 2.9%. Emphasis on EV affordability.

	Social
	NEV market diversifying; trend towards younger consumers with a preference for high-tech, stylish EVs.

	Technological
	Advancements in digital marketing and AI; focus on micro-segmentation and personalized services.


[bookmark: _Toc3662]2.2.2 Micro environment analysis 
The micro-environment analysis is performed using Porter’s five analyses that analyze the industrial competitive landscape by focusing on five dominant forces, including threats of entrants, threats of substitutes, bargaining power of buyers, bargaining power of suppliers, and competitive rivalry. 
Bargaining power of suppliers: Tesla has been famous for its vertically integrated business model but maintains most of its value chain activities the house, to reduce dependence on the hardware and software from external third-party suppliers, compared to conventional automotive businesses that only concentrate on the research and design, and final assembly (Rimmer, 2018). From battery production to autonomous driving software, Tesla has developed proprietary technologies to reduce outsourcing, thereby weakening the bargaining power of suppliers. 
Bargaining power of buyers: the EV market is filled with extensive brands regionally and internationally, and threats from traditional automobiles significantly. The economic downturn makes customers increasingly price-sensitive. To switch from one brand to another, customers do not have to pay any costs of switching. The bargaining power of customers is further enhanced by the fact that most EV offerings on the market are homogenous with similar appearance design, performance specifications, and technological advancements.
Threats from new entrants: the EV industry requires sufficient knowledge in research and development to enter, as well as extensive financial capital to establish the production and distribution network (Pilkington & Dyerson, 2006). Otherwise, it would be extremely difficult for new entrants to realize economies of scale and would be weeded by incumbents rapidly.
Threats from substitutes: EVs can be easily replaced by traditional vehicles, public transportation, and the sharing economy, which are perceived as a more affordable alternative. Under the fact that the economic downturn will constrain the consumption power of customers, the attractiveness of these alternative options will be enhanced.
Competitive rivalry: The global EV market is showing exponential growth. In 2022, more than 10 million EVs were sold and about 14 per cent of global new car sales were EVs, up from about 9 per cent in 2021. And of these, China is once again the frontrunner, with about 60 per cent of global EV sales. Globally more than half of all EVs are now on the road in China, which has now exceeded its 2025 sales target for new energy vehicles (Lin, 2024). Market trends and policy efforts in major automotive markets support a bright outlook for EV sales. According to the International Energy Agency' (2023)'s (IEA) Scenarios for Policy Provision (STEPS), the outlook for the global share of EV sales will increase to 35 per cent by 2030 from less than 25 per cent previously, based on existing policies and clear targets. Tesla facing fierce competition from brands such as BYD, SAIC, Toyota, Mercedes-Benz, Ford, Volkswagen, etc. 

Table 3: Porter’s five forces
Source: own summary
	Factor
	Summary

	Supplier Power
	Low, due to Tesla's vertical integration and proprietary tech.

	Buyer Power
	High, due to market competition and low switching costs.

	New Entrant Threat
	Low, due to high entry barriers in R&D and capital.

	Substitute Threat
	High, from traditional vehicles and alternative transport.

	Competitive Rivalry
	High, in a rapidly growing global EV market.



[bookmark: _Toc357]2.3 Change management strategies
Compared to traditional businesses, Tesla’s marketing strategies are characterized by its reliance on non-conventional channels organized and initiated by itself, reducing than use of paid mediums. Relatively young consumers of the EV sector want to effectively acquire what they can understand from official channels, and deduce their reasonable needs from their understanding (Roland Berger, 2022). Most EV enterprises, especially the new car-making forces, are focusing on the communication and education of this type of users, and are using more sincere and easy-to-understand ways to transform the language of technology into marketing techniques, effectively delivering the "excitement" of EV products to potential users, cultivating their understanding and knowledge of the technology, and using the social content of users for effective secondary dissemination (Hertzke et al., 2017). The self-organized and non-conventional channels are particularly effective in communicating and engaging with the relatively young consumer base who prefer authentic and straightforward information from the official channel. The user's social content is used for effective secondary dissemination on social media through direct engagement, which further implies the brand’s reach and impact, ushering in the power of consumer advocacy and referral.
Another exploration of the non-conventional channel is its direct sale model under which Tesla bypasses traditional dealerships to set up showrooms and galleries in leading markets to directly educate customers through knowledgeable experts in EVs. The specific approach provides not only readable information about Tesla’s offerings but also hands-on experiences regarding the promoted value propositions. As of the fourth quarter of 2022, Tesla has 764 sales and service centres around the world, selling directly to consumers and providing after-sales services (Tesla, 2023). In the era of rapid development of the Internet and digital economy, Tesla adopts a direct sales model, making full use of digital technology to eliminate middlemen, using sales centres combined with online sales instead of dealerships, and selling cars to customers through online purchasing, showroom test drives and online purchasing, with a purchase mode of pre-ordering before manufacturing, which improves the customer's purchasing experience and the reliability of the products (Andersen et al., 2017). Also, Tesla directly engages with leading media outlets to accumulate greater exposure. These unconventional methods are featured its low cost, represented by the non-significant spending on marketing activities. 
[bookmark: _Toc15193]2.4 Target market, media selection, and measure of success
Tesla focuses on the mid-to-high-end market and adopts a skimming pricing strategy, with higher pricing for new products to highlight the high quality, advanced technology and differentiated attributes (Du & Li, 2021). Tesla's product development plan tends to set up a brand image by holding high in the early stage and enhancing market penetration by sinking the price in the later stage. In addition, Tesla sets different price grades according to the configuration and performance differences of the models, and consumers can choose different models and optional accessories according to their needs and budgets to achieve personalised pricing (Perkins & Murmann, 2018). Tesla is also good at using a price reduction strategy, which is related to technological progress, policy support and the economy of scale effect. For example, Tesla actively uses government environmental subsidies and incentives to provide more attractive conditions for car purchases and reduce consumer purchase costs. Take Tesla Model 3 as an example, Tesla has adjusted the price of its products many times to improve the competitiveness of its products and attract more consumers. 
In addition to focusing on the development and operation of its core products, Tesla also provides comprehensive additional product services, offering potential customers test-driving experiences through showrooms, providing used battery recycling services and establishing free charging stations. In addition, with the help of digital technology, Tesla has developed special mobile applications to provide consumers with convenient services and information to understand product information, find charging stations, control vehicle status, etc., and promote service transformation and upgrading (Tesla, 2023). Through product innovation and differentiation strategies, Tesla has established a unique brand image and features and enhanced its brand competitive advantage and market influence.
As indicated, Tesla relies on the self-organized direct-sale channel, its own websites and social media platforms for marketing (Tesla, 2023). The specific one relied on by Tesla is social media platforms, media coverage initiated by itself through public relations and by others through presses. Tesla has accumulated 21.45 followers on the X platform (previously known as Twitter). By regularly updating key product information, Tesla can keep customers among other stakeholders informed. The fact that the platform is owned by the leader of Tesla Elon Musk makes it a highly cost-effective choice but also creates a personal and authentic relationship with the audience.
[image: ]
Figure 1: The front page of Tesla’s Twitter account 
Source: Twitter 
The advantage of social media and content marketing lies in its ability to respond quickly to market demand. Tesla connects with potential and existing customers through social media (such as Twitter, Facebook, and Instagram, etc.), online advertising and content marketing (producing and distributing high-quality, valuable content, such as blog posts, short videos, press releases, etc.), and through its interaction with consumers, Tesla conveys brand value, product features and industry trends to increase brand awareness and influence. At the same time, the costs saved in performing marketing activities can allow Tesla to maintain its cost leadership among industries, allowing it to produce more affordable offerings while pursuing differentiation. The hybrid strategy allows Tesla to outperform its peers in the fierce competition, especially during the economic downturn when customers are getting more price-sensitive. 


3. [bookmark: _Toc26686]The conclusions addressing the shortcomings of Tesla’s marketing strategy
The above critical analysis of Tesla’s marketing strategies indicates that Tesla has heavily relied on non-convention channels to directly engage with its consumers. The non-conventional instruments are vital in establishing brand awareness and driving sales while saving expenditures on marketing, although some notable shortcomings could impede the long-term effectiveness of the marketing strategies.
As competition in the new energy vehicle market intensifies, new energy vehicle companies are faced with the challenge of increasing brand building costs. Under the constant drive of policies and development directions, BMW, Mercedes-Benz, Volkswagen and other companies that are competitive in the traditional fuel vehicle sector have started to transform, market competition is becoming increasingly fierce, new energy vehicle companies are facing competitors from all over the world, and consumers are more likely to switch to other brands or products, companies need to invest more resources in branding and improve brand influence by providing superior product quality, excellent customer service and personalised marketing strategies to increase customer loyalty and maintain ongoing customer relationships to enhance brand influence. In addition, companies need to take competitors into account when formulating their marketing strategies and invest more resources in market research and competitor analyses, making marketing management more difficult. 
At the same time, the use of the Internet and social media has changed people's consumption habits and the main way they search for product information. In the age of social media, consumers have more diverse channels for obtaining information, and word-of-mouth information on social media is more ubiquitous and diverse than in traditional media, with information of varying quality. Consumers are free to post comments, evaluations, and experience sharing on social media platforms, which makes negative word-of-mouth information likely to become more prominent and proliferate (Tuten, 2023). In addition, online information spreads very quickly and is difficult to control. It is difficult for companies to monitor and control comment information on social media platforms in real-time. Negative word-of-mouth information may be detrimental to the brand image and reputation of a company to a certain extent, and even if Tesla is aware of the existence of negative word-of-mouth information, it is still challenging for Tesla to take action promptly to respond to it and resolve it.


4. [bookmark: _Toc21501]The recommendations to improve Tesla’s marketing effectiveness 
Traditional automakers will benefit by amplifying their brand equity, which in turn will drive loyalty, which is much more economical compared to the cost of acquiring new customers (Bryła et al., 2023; Rezvani et al., 2015). Based on the above analysis, the part aims to provide some actionable recommendations to facilitate Tesla's achieving greater marketing effectiveness. 
Given the cost efficiency of social media platforms, Tesla shall invest more resources and competencies in enhancing its social media presence. Tesla can be more responsive and flexible to market shfits through social media marketing, establish connections with potential and existing customers, promote products and services, enhance brand reputation and brand loyalty (Tuten, 2023). However, rather than solely relying on social media, Tesla should make full use of digital media and social media platforms, such as search engine optimization, key opinion leader influencer cooperation, to increase the outreach its marketing endeavors. This can be implemented by generating original and creative content according to platform features, suc has short video content in TikTok, to showcase its differentiated technological innovations and appearance design, to attract the attention and interest of users and expand the brand's influence. In addition, feedback and data across media platforms can be collected by Tesla in real time, enabled by information and communication technologies such as artificial intelligence, to analyse users' needs and preferences precisely, provide personalised marketing information, customize product.
Given on the uncontrollability of the unconventional marketing as customers are content generators, Tesla should realise the importance of electronic word of mouth (IWOM) to the corporate brand image and establish an electronic IWOM monitoring and feedback mechanism. On the one hand, Tesla can track and analyse information related to the company and its products on channels such as social media platforms, online forums, review, and rating websites, etc., of course, with consent from users. By monitoring and analysing users' feedback, opinions, and comments in real-time, Tesla can keep abreast of consumers' views on the quality of its products, after-sales service, and usage experience, etc., and take targeted measures to improve its products and services. Secondly, Tesla should actively participate in social media to interact and share information and advantages about its products with consumers and establish a feedback mechanism to actively respond to negative word-of-mouth and complaints from users, as well as focus on public relations marketing to improve public awareness of the company, guide and cultivate positive word-of-mouth, and enhance user satisfaction and loyalty.
Both recommendations can be achieved through integrating technological advancements such as AI mentioned in the PEST analysis. Certain financial investments are expected but shall be within the capacity of Tesla given its financial strengths. Based on the above recommendations, it is suggested the budget from the marketing and other related administrative functions to raise from 5% in 2022 to 10% to deploy the suggested marketing endeavors. 
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