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Tesla Inc is an American electric vehicle manufacturing company started in 2003 by the American entrepreneurs Martin Eberhard and Marc Tarpenning. It was called Tesla Motors until 2017. The company’s mission is to make electric cars the norm and replace cars with combustion engines while reducing the negative effect cars have on the environment. 

The fist investor in the company is the world famous entrepreneur Elon Musk who previously have been involved in a project called Paypal. Using the money he made from PayPal he was able to invest in Tesla and join the board of directors as a chairman. 

In 2008 Tesla Motors produced their first car - the Tesla Roadster. It was the first production car with lithium batteries and the first electric vehicle to be able to travel more than 320km on a single charge. The car was considered a technological achievement. Although it wasn’t a huge financial success it managed to show the world that Tesla is here to stay and that they have the ambition to follow their vision. 

The electric car market has been growing significantly in the last few years. The success of Tesla led to most other car manufacturers start production of their own electric vehicles. Some of Tesla competitors include big car manufacturers like BMW, Mercedes, Audi, Toyota and others. These are big and well established market leaders with a solid track record and huge capital behind them. Electric cars are becoming more and more popular mainly in 3 big markets : Europe, USA and China. 

China is the biggest electric cars market on the planet (AA, 2019). That is why most electric car manufacturers are trying to gain market share in China and the one that established itself as a leader is the one that will make the most sales. If a foreign company wants to produce and sell their product to the Chinese market they have to have a joint venture with a Chinese company or make their product inside China. Otherwise they are facing very high fees which would make their products unable to compete with local Chinese manufacturers.

This is probably the main reason why Tesla is building their own factory called Gigafactory 3 located near Shanghai. The factory should lower Tesla’s costs and produce near 250 000 vehicles annually.  The factory is scheduled to be fully operational in September 2019. This would be the 3rd such factory for Tesla.

The Chinese market is very different than the European and the American and Tesla and other foreign car manufacturers are facing numerous challenges in order to stay compliant and be able to sell their products in China. Tesla is using different strategies to be able to penetrate and eventually lead the Chinese electric vehicle market. To be able to achieve their goals Tesla can use a PESTLE Analysis.

Pestle is a framework used to analyse the macro factors which might have impact on a company (Oxlearn.com, 2016). It is used when entering a new market, launching a new product or starting a new business. The analysis includes political, economical, social, technological, environmental and legal analysis. Political factors are to what extend does the the government intervenes in the way the company runs its business. 

Tesla Inc has been reliant on government subsidies in the USA for a very long time. The federal government is offering tax credits to every person that buys a fully electric or a plug in hybrid vehicle in the amount $2500 to $7500 (Energy.Gov, 2019). This is helping electric car manufacturers, the people buying them and the environment. China is also offering incentives in the amount of  60 000 Yuan which is about $9000 but they work in a different way. In China the incentives go directly do the manufacturers and not to the person buying a vehicle in the form of a tax credit. The government expects the price of the vehicle to be adjusted accordingly because of that. Also vehicles need to meet a specific range requirements to be able to get the incentives offered by the government. On the surface it seems like the political situation is favourable in China instead of the USA but in China due to the political system Chinese companies do get more support compared to foreign companies like Tesla. There is a high possibility that Tesla in China will not get as much support as a local Chinese electric car vehicle manufacturer. The trade war between China and the USA is another factor that is having a massive effect on how business between these 2 countries works. An increase in tariffs between these 2 countries is making it difficult for every company that doesn’t produce products in China to sell them there. If this keeps going it might make it impossible for small import-export business to operate. That is one of the reasons why Tesla is building its Gigafactory 3 near Shanghai.

Economics are playing a very important role in business. The factors include economic growth, interest rates, inflation, disposable income of the population and others. China becoming the number one desired market for electric car manufacturers is mainly due to its economic growth in the past 20 years turning it into the number one electric vehicle market in the world with twice as many electric cars than the USA (AA, 2019). Tesla relies on economies of scale to be able to produce its vehicles at the lowest cost possible. Since the main differentiator in an electric car compared to a regular car is the battery Teslas goal is to constantly lower the cost of producing batteries. This is one of the reason why Tesla keeps building factories around the world to produce its own batteries. China and the USA are the worlds leading economies with USA being first and China second.  Due to political factors the economical stability of both countries is under threat. 

Social factors include the believes the population has and their age, career ambitions and others. China is the country with the most population in the world while the USA is third.  That is the reason why twice as many electric vehicles are bought in China compared to the USA. Also due to the amount of people and cars in China the air and the environment is highly polluted which leads to a highly expressed need to make electric vehicles available to everyone. Tesla and other electric car manufacturers are aware that the need for their products is higher in China and that the government is offering more support to electric vehicle manufacturers because that will help solve their environmental problem. Also due to the rapid economic growth of China more and more people are able to afford new electric vehicles. 

Technological advancement is a very important factor when performing a PESTLE analysis. Both countries are leaders in technology. Tesla is a company that is taking advantage and is somewhat famous for its extensive use of high tech in its factories. Technology can lower the cost for staff and speed up the production of cars. Tesla is a leader in technological advancement and car innovation and both countries are well respected economic giants and lead the way in the tech industry. Some of the biggest tech companies in the world are in America while China also have very advanced tech development it is somewhat less known due to the political system in China.

One of the main reasons for existence and a big opportunity for Tesla is the negative effect that combustion engine cars have on the environment. Electric cars remove that negative effect because they don’t burn fuel. USA and China are highly populated countries and are suffering heavily from the amount of cars they have. Especially in Chinas big cities the problem is so big that people wear masks. This problem makes the need of electric vehicles significantly higher and Tesla and other electric vehicle manufacturers want to be the company that solves the problem for the Chinese people.

The legal factors include health and safety, advertising policies, consumer rights, gender equality, labelling and more. USA is leading with a more robust and efficient legal system however it also is a threat to Tesla since in some states direct sales are not allowed and all the sales needs to be through a dealership. China is famous with very low health and safety standards and government giving more support to Chinese companies compared to others.

As a whole Teslas ambition to enter and gain market share in the Chinese market is a wise decision. Economic growth and an increase in income for Chinese people means that they have the buying power to purchase new vehicles. Also the Chinese pollution problem is making the need for electric vehicles much higher. On top of that the government is providing incentives for car manufacturer higher than the USA and staff costs are lower.

To understand the competition Tesla would face in China we would use Porters Five Forces framework. It is a framework that helps companies understand their competition. It analyses five main aspects of a business - competition, barrier to entry, power of suppliers, power of customers, threat of substitutes.

Barrier for entry in the electric car business is high. It requires a lot of capital and knowledge. This is for brand new businesses. For car manufacturers is moderate. After the success some of Tesla earliest models had most other car companies have created their own electric vehicles too. Most of them have been unable to replicate what Tesla has achieved. Even big companies like BMW, Mercedes, Volkswagen, Nissan and others have produced electric vehicles but none of them can match the performance and battery capacity of a Tesla car yet. Most of their vehicles are small electric cars which are not comparable to the sedans and sport cars Tesla is producing.  However, these vehicles are expensive and take a lot of time, effort and resources to produces which is one of the reasons why Tesla is struggling to be profitable, while its competitors are already very profitable companies producing traditional combustion engine cars. Tesla and other companies can benefit from economies at scale which in the automative industry is a must. New entrants will struggle against such strong competition. It is also important to note that Tesla has made its patents open to the public which could help other companies copy some of Teslas secrets to success.

Bargaining power of buyers in this industry is significant. Buyers can at any point in time decide to switch to another company offering a similar products. Although all the companies offer different cars with lightly different characteristics in terms of speed, range and others and Tesla is somewhat considered to be offering better value for money, buyers can switch at any time without any switching costs. With increasing competition buyers might choose their favourite car manufacturer based on previous experiences and not pay attention to Teslas competitive advantages like speed and range of the vehicle.

Suppliers have a big influence over an industry because they can raise prices and lower the profit of a business (Porter, 2014). Tesla has taken control of most of its production and none of its parts is outsourced including the most important one - the batteries. An electric vehicle relies heavily on the production of its own batteries and Tesla have realised that and created their own factories to assemble the vehicles and produce the batteries in cooperation with Panasonic. Most of its competitors do not control the battery production as well as Tesla does which puts them in a worse position. Battery suppliers can at any time change pricing or make other changes depending from factors beyond their control. 

More and more companies are realising that electric vehicles are the future. While Tesla were the innovator and the first company to actually create an electric vehicle with decent range and speed this might not last long. Big car manufacturers with larger capital are entering the market. While Tesla is still struggling to be profitable its competitors have been for many years and have more capital to invest in research and development. Another factor is Teslas CEO Elon Musk who is known for risky business moves and starting many new projects at once. While his popularity among entrepreneurs is beneficial in the short term and one of the main driving forces behind the success of the company in the long term might not be very beneficial. Fierce competition  from companies that have been major players in the automobile industry like BMW, Merced and others might prove to be difficult to overcome even by Elon Musk. In order to remain a market leader and gain even more market share especially in the very competitive Chinese market Tesla needs to focus on its competitive advantages and strategy. 

While in the USA Tesla is considered a proven market leader it is just about to enter the Chinese market and there Elon Musk is not as popular and the company has a lot to prove.

SWOT analysis is a framework used the identify the strengths, weaknesses, opportunities and threats of a company. It was invented in 1960’s by Albert Humphrey and is something that can help the company with entering the Chinese market. 

One of the main strengths of Tesla is its CEO popularity among entrepreneurs. His is famous and admired for his business acumen and revolutionary businesses. He has been involved in Paypal, SpaceX and others. While this helps in the USA it won’t be helpful in China which is a market where most people are not aware of him. Another strength of Tesla is the way it market itself. Its not just a car company but a company that is trying to change the way people use cars and minimise or completely eliminate the negative effect cars have on the environment. Tesla has also benefited from a rapid sales growth in the past few years and an increase in popularity. More and more people want to follow Tesla not because of their products but because of their mission.

One of the main weaknesses of Tesla is the fact that it’s struggling to be profitable. Popularity and sales are growing but profits are not. One of the main reasons for that is the amount of money they are investing in research and development and for expanding its operations by building some of the biggest factories in the world. Another weaknesses is the high amount of debt the company has. All of this is the reason why the company is trying hard to expand into China. Currently every company that is importing products into china is paying really high fees and the trade war is making things even worse. By building their own factory and producing cars in China Tesla will eliminate all these fees and start benefiting from the Chinese government incentives. On top of that China is the biggest electric car market.

One fo the biggest opportunities for Tesla is their latest car, the model 3. This is the car that should allow Tesla to produce way more of at a very competitive price. Current cars cost about $70 000 and the model 3 will cost around $35 000. This is half the price. With this car Tesla is finally planning to make a very affordable electric vehicle for the masses. It also promises higher range, speed and levels of security. The car is getting great reviews and a lot of praise from everybody that had the chance to drive it. Also by making it more affordable Tesla hopes to be able to put it in the hands of as many people as possible. Another great opportunity is the technological advancement of its Gigafactories. These factories are famous with high level of automation which reduces cost for staff and increase the amount of vehicles the company can produce.  Tesla have 3 of these factories around the world with the latest being built in Shanghai China and scheduled for opening in September 2019.

Although the company is growing in popularity and sales there are some threats that the company is facing. First is the fact that its not profitable and is constantly bleeding capital. The China expansion is playing a crucial role in turning things around and becoming profitable. Also the amount of competitors Tesla is facing is increasing every day. More and more companies are realising about the great opportunity that electric vehicles is and are starting to produce their own electric cars. Some of the competitors are well established for more than 100 years and have solid capital behind them. 

While Tesla is an established company in the USA and a lot of the required infrastructure for electric cars is available in China this is not the case. In China there are many local companies producing electric cars much cheaper than Tesla. Obviously they are not at the same level in terms of quality and maybe even prestige but the prices are much lower. Teslas chance is to build a factory in China that will allow them to sell cheap enough and compete with local manufacturers while remaining profitable. Also Tesla have build an electric car infrastructure around Europe and USA but China is lacking the required infrastructure yet. Therefore when Tesla is entering the Chinese market they need to not only start manufacturing their cars there but also create a series of Tesla Superchargers around the country so people that own a Tesla can charge their vehicle anywhere.

Electric cars are still in the growth stage of their product life cycle. The industry is growing all around the world. Electric vehicles include more and more electronics which is turning cars into electrical devices. Another way that electric cars are changing the car industry and the product life cycle of a vehicle is the fact that almost all non-mechanical aspects of the car can be changed by using a software. Similar to a smartphone or a computer the car characteristics or parameters can be changed by using a software upgrade. Even cars performance, battery and anything else can e updated via 4g or other internet connection. That means that the cars can last longer and maybe can be repaired via an internet connection. This could change the automobile industry as you will never have to bring your car somewhere so it can fixed. It can be getting fixed while it is in the garage and you are at home. Another great innovation in electric cars is their autopilot. Teslas are becoming very popular because the cars have an autonomous autopilot that requires no assistance from the actual driver. The car uses a variety of sensors and cameras to find where other cars are located around it and predict their movement. This allows the car to literally drive itself without a driver.

Tesla Inc has developed a strategy that will allow them to grow, be profitable and fulfil their mission. A strategy is a set of plans that will allow the company to get where they want to be by following a step by step plan. Tesla is know as a car company and is for the most part, but not entirely. They also develop other products related to green energy and batteries. Tesla segmentation is based around 3 main continents - Europe, North America and Asia. The demographical segmentation is different for their products. With their cars they are targeting people that are over 30 years old. This is mainly due to the price of their cars. Energy storage products are for people 25+ and their solar energy systems are for people over 35. Occupation wise they are targeting higher middle class people - employees, professionals, executives. Behavioural segmentation is based on the loyalty of the people towards the company and the benefits they see from using their products. Most of Teslas customers are quite loyal, they like the brand, they identify with it or maybe they like and identify with the CEO. The benefits are mainly status, being environmental friendly and long term cost reduction because the cars don’t use fuel. Tesla is positioning as an electric car market leader and the choice for entrepreneurs who care about the environment and the mission of the company and the CEO. Owning a Tesla car is considered a must among modern day online entrepreneurs mostly because they show support to Elon Musk.

Teslas marketing mix comprises elements of the 7 P’s. Product, place, price, promotion, people, process, physical evidence.
Tesla offers multiple products and not just cars.  They offer energy storage devices and solar energy systems as well. On top of that they maintain Tesla superchargers charging stations mostly in the USA, Europe and Asia. Their main source of income is the electric vehicles.
Tesla products are being sold primary from their website and showrooms across the world. All of their showrooms are in big, urbanised cities and are in high density buildings like malls and shopping centres.
Tesla is considered a high end, premium electric vehicles. More expensive than other regular or other electric cars. Unlike other car manufacturers Tesla is keeping the same price for its vehicles regardless of location, where it is possible. 
The way Tesla promotes its products is mainly online and the celebrity status of the CEO Elon Musk. Tesla has a strong following across multiple social media networks including Tweeter, Facebook and Instagram and the CEO is using his own twitter account to communicate with brand loyal customers and fans.
Pricing for Tesla products varies a lot and depends mainly from the size of the battery. A regular Tesla S Model starts at $70 000 while the same car with a bigger battery can cause up to $93 000. The new model 3 costs $35 000 which is 50% less than the model S. 
There are few key positions in which Tesla employees are being developed. Since Tesla is selling most of its products through its own website they hire marketers to help with making their site more popular. Sales people are being employed and trained as well by the company. Customer support is also available and engineers and other people needed for the factories. Tesla has around 46 000 worker in total (electrek, 2019)
There is a significant difference between they way the 7ps work in the USA and in China due to legal and other reasons. The way Tesla is doing marketing in USA would not work in China due to western social media being unavailable. Also in China the Tesla superchargers are available only on the east coast near big cities. To be able to sell their cars everywhere Tesla will need to build more of these superchargers all around the country.

To identify the best possible strategy for Tesla we would use the Ansoff Matrix framework. This is framework developed by Igor Ansoff. It depends from if the company is trying to grow a new or existing product in a new or existing market. Ansoff matrix suggests 4 different strategies (Bowman, 2018).
Market penetration is when the company is selling the same product to the same market. It helps with increasing sales in the current markets where the company is already established.  The goal is to increase revenue from the already existing markets like the USA and Europe. A company would invest heavily into marketing to increase their sales.
Product development is when the company upgrades their current product lineup. This strategy is widely used by tech companies and Tesla could take advantage of it by adding small new features and releasing a new car every year even though the car looks and feels the same. 
Market development is when the company is expanding into a new market. That is exactly what Tesla is doing with the expansion to the Chinese market. Although Tesla cars are sold in China they are being imported from USA and there is a big difference. The fees the company has to pay, especially now with the trade war, are very high and they either have to raise the price or sell at a loss. To change that Tesla have decided to build a factory in China and sell their products on the Chinese market eliminating the import fees.
The last strategy is called diversification and is also used by Tesla but far less than the others. Tesla are creating other products but they have no significant effect on the revenue of the company. As of now Tesla are selling products in 3 major categories. Electric vehicles which is their number one product in terms of sales and their main goal as well. They offer 5 models in total. Two of them are sedans and are their best sellers - the model S and the model 3. They also offer 2 SUVs the model x and the model y. The last one is the new Roadster which will be the fastest 0-60 car in the world when it and if it comes out. They also offer a wide variety of batteries that store energy for commercial and personal use. 

Since its creation in 2003 Teslas mission has always been to make great, affordable electric cars for the mass market. Although many years have past since then and the company has grown to a market leader in the electric car market it has yet not reached the required level to fulfil its promise. Tesla vehicles are becoming very popular but their price is not something that most middle class people are able to afford. This is about to change with the release of their Tesla Model 3 which would be half the price of its current equivalent the model s. Their desire to enter the Chinese market is fully justified by their desire and need to expand. The company already have success in America and Europe but with huge amount of capital going into research and development they are struggling to keep profit. The expansion into China, which is the biggest electric car market in the world is the next step for Tesla. While they have been selling cars in China already, due to political reasons they have been paying really high fees to import their products. By creating a factory inside China which is called a Gigafactory and will be completed and operational in September 2019 Tesla will finally be able to fulfil the need of Chinese people for a modern, American made electric vehicle. The Chinese market already has electric cars, mostly from local manufacturers and other competitors are joining the market too. Most of them however do not produce the cars in China and because of that are forced to sell their cars at a higher price for the Chinese market. Tesla has one of the strongest if not the strongest social media and internet marketing presence in the automobile industry mainly thanks to their CEO Elon Musk. His personality, ambition and projects inspire millions of entrepreneurs around the world and they admire him for what he is doing. Unfortunately some of his projects are never completed and many have never been profitable. This is what Tesla investors are most concerned with. The company has been reliant on government loans and help for many years and although it is growing rapidly it’s not profitable every year. There are many cases in which drastic and quick decisions have been made in order to cut costs. At the same time more and more competitors are joining the race. Big and well established companies like BMW, Mercedes, Audi and many Japanese companies are now competing with Tesla. While Tesla has the advantage in terms of technological advancement its competitors have a lot of capital that can be invested into research and development or they can even use Teslas blueprints which are open source and available to the public as a free download. The electric car market is still in its growth stage and is probably going to get much bigger in the next few years. The reason why this is going to happen is just because it is necessary. With global warming and the negative effect that combustion engine vehicles have on the environment this is the next logical step for the car industry. Elon Musk have identified this need which is very strong especially in China where the air is very polluted. Chinas economical growth has led to more and more people being able to afford their own vehicles. The interest in China for American or European made products is raising dramatically in the last few years and Tesla is trying to capitalise on all of that by manufacturing and selling their main product in China. A challenge for Tesla would be the way they will market their business in China. While in the US and Europe they can use digital marketing as their main marketing channel . This includes Teslas and Elon Musks social media presence. 
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