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Executive Summary

The purpose of this report is to explore how Tesla can achieve stronger development in China. The report uses PESTEL model to analyze the external environment of Tesla's development. The analysis of Tesla's internal conditions is completed by using SWOT model. In addition, the report also uses 4Ps model to analyze Tesla's marketing strategy. Finally, this report puts forward suggestions for the deficiencies and threats faced by Tesla.
Favorable conditions for Tesla mainly include certain subsidies provided by the Chinese government and the huge potential of the Chinese market. China also has a relatively high level of Internet development. The unfavorable external environment is the impact of the epidemic, the economic downturn, people's willingness to consume is not strong. The main advantage of Tesla is its high level of science and technology. The shortfall is mainly due to large price fluctuations and safety issues. The use of new energy electric vehicles has become the norm and is its main opportunity. The main threat is that the market for new energy electric vehicles is also very competitive. If Tesla wants to achieve more sustainable development, it should provide personalized products and services, expand supply channels and reduce production costs.
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[bookmark: _Toc122149129]Introduction
Tesla Inc., founded by engineer Martin Eberhard on July 1, 2003, is a company producing and selling electric vehicles in the United States. Its headquarters is located in the Silicon Valley region of California. Tesla specializes in producing pure electric vehicles, including the Tesla Roadster, Tesla Model S, and Tesla Model X. Tesla Motors is the first electric car company in the world to adopt lithium-ion battery, and its first electric car is Roadster.
In 2021, Tesla sold 2.2 million vehicles worldwide. Tesla entered China in 2013, and by 2022, the Chinese market has become an important market for Tesla. Meanwhile, a Tesla factory in China has been set up.
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[bookmark: _Toc122149131]Political factors
Environmental issues and energy restructuring have been major considerations in the designation of policies in countries around the world in recent years. Due to the rapid increase in vehicle number in various countries, vehicle emissions have created a huge impact. The rise and popularity of electric vehicles has provided a viable solution to this challenge. In China, for example, various policies and regulations have been introduced to encourage and promote new energy vehicles. Since 2014, China has exempted new energy vehicles from purchase taxes and provided financial subsidies. However, 2022 will be the last year that government subsidises electric vehicles, and the market will no longer be dominated by Tesla (Jessie Yeung and Shawn Deng, 2022).
Car consumption belongs to a high-level of consumption. The total volume and type of demand in the automotive market is closely related to the economy. When the economic environment is good and favourable, consumers are optimistic about the economic environment and are more willing to purchase upgraded cars to improve their quality of life. When the economic environment is bad, most people will favour rationality and affordability. The current global economic environment is down due to the epidemic and people's demand for cars is slowing down.

[bookmark: _Toc122149132]Economic factors
At the same time the consumer base in the luxury car market is also quietly changing, with more and more young consumers increasing their overall purchasing power. The young generation have now become the largest customer group in the Chinese automobile market, and the psychological needs of this group are the pursuit of fashionable and trendy, with a focus on technology. The Tesla car is a stark contrast to traditional cars and can meet the needs of this consumer group.

[bookmark: _Toc122149133]Social Factors
The explosion and rapid development of information technology and the unimaginable impact it has had on every aspect of people's lives. Modern people are increasingly seeking products with more technology and innovation. And the Tesla brand is all about high technology. Tesla has overturned the idea of the car as a mere vehicle and transport carrier by applying information technology, sensing technology and artificial intelligence to the development of cars, making autonomous driving a reality.

[bookmark: _Toc122149134]Technological factors
Amy Emmer (2021) notes that as the consumer market in some countries becomes more sophisticated, many consumers are moving away from purely luxury and pleasure consumption to a focus on life and the environment. People are becoming more environmentally conscious and, influenced by the environmental theories created by new energy vehicles, are embracing the use of new energy vehicles as an environmentally responsible and fashionable behaviour.

[bookmark: _Toc122149135]Legal factors
[bookmark: _Hlk121768853]Laws and legal systems shape managerial decisions and business development. Actually, Tesla’s marketing mix are implemented within legal constraints. And its production standards and business partnerships are also within legal constraints. 
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[bookmark: _Toc122149137]Strength 
Tesla has long been a leader in technology and innovation, consistently setting the bar for modern engineering, design, and sustainability(Schaffer,2022). Their commitment to driving the future of transportation and energy has made them an industry leader in the development of electric cars. Through their cutting-edge technology, Tesla has revolutionized the way we look at and use electric cars, attracting a large number of fans.

[bookmark: _Toc122149138]weakness
Tesla has been known to experience drastic fluctuations in price. All the time, Tesla's price changes are relatively large, which makes many customers puzzled and even question the rationality of its pricing.
Tesla is involved in safety issues. Tesla has been the subject of numerous safety issues in recent years. The company has been under scrutiny for numerous incidents involving its vehicles, including battery fires and suspension failures. Furthermore, a recent report from the National Highway Traffic Safety Administration (NHTSA) found that Tesla’s vehicles are three times more likely to be involved in a crash than other cars. A professional test shows that Tesla fails to detect kids on the road (Guardian,2022). Experts also hold the view that Tesla’s current technology cannot support its planning for fully automatic driving(Bigelow,2020). Hilliard Gonzales (2022) points out that although Tesla is taking steps to improve its safety record, the company is still facing serious questions about its commitment to vehicle safety.

[bookmark: _Toc122149139]Opportunity
The use of electric vehicles will become a new normal. With advancements in battery technology and increasing consumer demand, electric vehicles are quickly becoming more and more common. This trend is being driven by a number of factors, such as increased environmental awareness, improved fuel efficiency, and cost savings. As technology continues to improve, it is likely that electric vehicles will become increasingly commonplace in the near future. It is anticipated that the global electric vehicle market will expand to USD 9,988.23 Million by the end of 2025.
Tesla’s founder, Musk has bought Twitter. This news has become the top tech news of 2022 and astonished the world (Gelo Gonazales, 2022). The acquisition of Twitter by Elon Musk is expected to be beneficial for Tesla's promotional efforts on the platform. As one of the most popular and influential social media networks, Twitter provides a great opportunity for companies to engage with their target audience and generate interest for their products. With this acquisition, Tesla will have access to an even larger user base, allowing them to expand its reach and strengthen its presence on the platform (Doug Most, 2022). Furthermore, it will enable them to take advantage of the latest features and trends that Twitter offers, allowing them to stay ahead of the competition.

[bookmark: _Toc122149140]Threat 
Tesla is facing increasingly fierce competition. Tesla is facing an increasingly competitive landscape as more automakers and tech companies enter the electric vehicle space (Tyler Clifford,2021). With the likes of Volkswagen, Toyota, and Apple all investing heavily in the development of electric cars, Tesla will need to differentiate its products and marketing strategy.
Tesla's production costs are exceptionally high due to the advanced technology and materials used in their vehicles. This includes the use of electric components, batteries, and expensive materials for the body of the vehicle.
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[bookmark: _Toc122149142]Product Strategy
Tesla currently offers only four models to consumers: the Model S, a luxury coupe; the Model X, a functional large SUV; the Model 3, a budget model; and the Model Y (Tesla, 2022), a compact SUV.
This makes it easier for consumers to choose according to their needs and reflects Tesla's industrial spirit of concentrating on doing everything right. However, the current model range is relatively homogeneous and the layout of the car range, which comprehensively covers most models, seems monotonous compared to that of traditional car manufacturers.
Unlike the traditional car dealer network, the marketing channel for Tesla cars is the experience shop sales model that is currently popular among it companies. Unlike traditional 4S shops, the Tesla Experience Store crosses over to the dealership and is operated and managed directly by Tesla. Online, Tesla realises the dissemination of information through its website covering the whole process from pre-sales to after- sales. Not only does it fully display the detailed information of all models in graphic form to protect consumers' right to know about the products, but it also provides convenient services such as applying for test drives, financial services or leasing, and vehicle replacement Offline, people can test drive the new energy vehicles in Tesla's city experience shops and service.
people can test drive the new energy vehicles in Tesla's city experience shops and service centers to experience the intelligent operation mode of the new energy vehicles. If they are willing to buy, consumers can simply place an order online via mobile phone or computer to obtain their chosen Tesla vehicle.

[bookmark: _Toc122149143]Place Strategy
Aditya Shastri (2022) thinks that this new way of thinking about car sales breaks the mode of traditional car sales channels. This direct sales model allows potential customers with real spending power and willingness to spend to start experiential consumption in the early stages, while greatly simplifying the buying process, shortening the time and cost of the consumer's purchase and saving them the cost of manpower, both in terms of eliminating the intermediary costs. In addition, online sales also cater to the current consumption habits of consumers, making product services more transparent and efficient.

[bookmark: _Toc122149144]Pricing strategy
The price of a Tesla car is a global price. The actual price of a Tesla car in China is currently the US market price plus shipping and taxes, which is typically 30-50% higher than theoretical price (Mridula, 2022). while other luxury car brands often add in agency margins and additional production margins. Uniform global pricing certainly provides a solid foundation for Tesla to deliver a good experience to consumers. In terms of pricing, Tesla has pragmatically demonstrated that it respects the rights of every consumer on a global scale more than any other brand.
In fact, Tesla's prices have undergone several rounds of roller-coaster price increases. A proportion of regular customers initially bought Tesla because of its luxury car positioning, and the significant price fluctuations downwards are bound to affect regular customers' recognition and satisfaction with the car brand.

[bookmark: _Toc122149145]PR strategy
Arjun Kharpal(2022) notes that Tesla has launched six recalls in China since 2022, with nearly 800,000 vehicles recalled in 2022 alone. Despite the withdrawal of its PR department, Tesla has managed to project a brand image of innovation and technology. At a crucial moment when it is vigorously developing overseas markets to expand sales, Tesla's founder Musk suddenly announced that he would disclose all of Tesla's patents for free. This is certainly an unassuming but no less effective move than traditional PR for Tesla. This move makes Tesla's pursuit of environmental protection and its contribution to society even more visible. In its image building, Tesla does not seek to be all things to all people, but only to emphasise that it is the most adventurous and enterprising of all the car companies and the brand that wants to change the world the most.







[bookmark: _Toc122149146]Strategy for Changes
In response to high production costs, Tesla's initiative is to build factories and upgrade industrial lines in foreign countries that are large consumers of cars. mid- 2020, Tesla showed upgrades to the Shanghai super factory is expected to increase annual production capacity significantly, and finally the Texas and Berlin factories have also come out with upgrade plans, and the increasing scale of production will help drive down costs (Daniel Spark, 2022).
In response to the safety problem, Tesla recalls some vehicles and starts its investigation of the root cause, and introduces safety features and enhancements through OTA long after a car has been delivered as well as releases updated versions of existing safety features. This means that customers can be protected by Tesla's latest safety technology.
In the face of the cancelling of subsidy policy, Tesla has its plan. At April, Tesla announced a price cut of 14,000 to 37 000 for the entire range of Tesla Model 3 and Model Y models on sale in mainland China, and has since announced a number of special subsidies for December. In addition to the price cuts, Tesla has introduced an insurance subsidy programme this year to softly supplement the price cuts, with consumers currently entitled to a RMB 4.000 insurance subsidy when they purchase a current vehicle in December and complete delivery. Tesla has also announced shorter delivery lead times for several of its models, for example, the Model 3 has been reduced from 4-8 weeks to 1-5 weeks (Mark Kane, 2022).
To cope with the fierce competition, Tesla has segmented the market and found its own market position. The objective reality is that the high cost of electric cars and the lack of environmental awareness among ordinary users are problems that need to be solved pending social development, but the elite group can accept higher pricing and is more willing to switch consumption. Of course, this group also has more stringent requirements for the stylishness of the product and the comfort of the experience. Therefore, Tesla is considering a group of consumers who have rational car consumption needs and a mature consumer mentality. This group has a certain brand preference, a love of sportiness and handling, and personalized consumption. This means that for Tesla, an electric car is not a niche in itself, a luxury sports car that is cool in every way is what represents the brand. This not only satisfies the environmental claims of the target customer, but also gives itself a status symbol and a symbol of values(Hooley, 2022, p.255).
In response to fierce competition, Tesla has worked hard to differentiate its brand image. As the first company to invent a new type of electric car, Tesla did not focus on "energy efficiency and environmental protection". With no precedent to follow, Tesla chose to enter the market with a high-end model that was stylish, high-end and high-tech. Later, Tesla announced the disclosure of all of its patented technology, a move that not only fully demonstrates Tesla's role as a leading company in the electric vehicle industry, but also further consolidates and extends its image as a "disruptor" and "pioneer", which is conducive to attracting more investment and talent.
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[bookmark: _Toc122149148]Develop more vehicle types
Tesla should focus on developing SUVs and entry-level luxury their needs and are affordable, as well as synchronising the introduction of products globally to enrich the domestic product line and meet the needs of customers at all levels of consumption. According to the Global Sport Utility Vehicle (SUV) Market report, SUVs have become the most sought-after vehicles in the market, and their overall growth rate is much faster than that of traditional mainstream sedans, so SUVs and U-doors in the luxury market should be the two segments that Tesla Motors needs to focus on in the future. Next, Tesla needs to moderately expand the product line and reasonably increase the number of products that meet the needs of different consumer segments. The last is to gradually realize the localization of mainstream models. In the Chinese market, for example, Tesla has already set up a super factory in Shanghai earlier. This will reduce the production costs of the car, as well as the transport and tax costs due to the import quota and reduce the transport risks, minimise the price of the product and increase the competitiveness of the market, which is also an effective solution to the lack of production capacity and long lead times (CNBC, 2022).

[bookmark: _Toc122149149]Lower production cost
In order to remain competitive in the future, Tesla should continue to focus on lowering production costs. This can be achieved through various methods, such as improving processes and efficiency, investing in new technologies, and negotiating better deals with suppliers. Implementing these strategies can help reduce production costs significantly and create long-term savings for the company

[bookmark: _Toc122149150]Invest more in safety
Tesla should invest more resources into safety initiatives to ensure that their vehicles are as safe as possible. This includes investing in research and development to improve existing safety technology. Additionally, Tesla should use their resources to create more comprehensive safety tests and protocols to guarantee that their vehicles meet the highest standards of safety. By dedicating more resources towards safety, Tesla can greatly lower safety risk and ensure that its customers have a safe and enjoyable experience. In Addition to these preventive measures, Tesla also should assess the safety system of vehicles regularly, which relies on effective and regular maintenance service after sale. 

[bookmark: _Toc122149151]Make pricing more transparent
Tesla should adopt a more transparent and reasonable pricing strategy in the future by disclosing the product retail price calculation process. This would involve providing customers with clear and upfront pricing for their products and services, so that customers are fully aware of the cost of their purchase before completing their transaction. A transparent and reasonable pricing strategy would not only benefit customers, but would also help build trust in Tesla's brand and increase customer loyalty.

[bookmark: _Toc122149152]Expand supply channels
In terms of supply channels, Tesla currently uses the method of foreign production and domestic import. This approach greatly lengthens the delivery time of Tesla and also increases the cost of taxes, freight and other costs, pulling up the market price of Tesla. Therefore, Tesla can speed up the construction and improvement of the Chinese factory in Shanghai, so that the domestic purchase of cars can be supplied by the domestic supply more quickly. In addition, Tesla can also increase its Internet marketing channels, especially Internet marketing campaigns on automotive vertical information websites, mainly because many potential customers have the habit of online consumption.

[bookmark: _Toc122149153]Build brand trust
In today's competitive business environment, an organisation's success depends on its ability to create brand trust and loyalty among its customers (Atulkar, 2020). Therefore, Tesla should focus on the emotional factor of consumers to increase customer satisfaction and build a long-term relationship with them. Only by creating a strong brand attachment among consumers will it be able to achieve longer-term growth.
O’Rourke, Carrillat and Wang(2022) holds the points that when consumers feel the difference of a product or brand, they will be more inclined to buy the product. Therefore, Tesla needs to focus on building a strong brand identity in order to set itself aside from other electric car brands. This involves creating a recognizable brand image, developing a consistent brand message, and delivering a positive customer experience. They should also focus on creating positive relationships with their customers. By doing this, Tesla can ensure that their brand is perceived positively, and that they are seen as a reliable and satisfied brand. 

























[bookmark: _Toc122149154]Conclusion
The external environment has brought both favorable development conditions and threats to Tesla. Tesla itself has strong technological and innovative capabilities. when planning marketing strategies, it also makes good use of the Internet and the celebrity effect of its founder Musk, creating an responsible and innovative image. But Tesla also faces internal and external threats. The main internal problems are vehicle safety and high production costs, and it is facing fierce external market competition. In response to these opportunities and threats, Tesla has made strategic adjustments, segmented the market, provided a series of car purchase incentives, and made efforts to build a differentiated brand. This report gives recommendations from improving technology, understanding consumer demand, improving customer satisfaction and continuously building differentiated brands to help Tesla achieve sustainable development.
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