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[bookmark: _mvqixji4lm8l]Executive Summary
The current report is a critical evaluation of the functions and the achievement of the marketing department at Tesla in the context of a fast-maturing and increasingly competitive electric vehicle (EV) market. Even though Tesla has had the benefit of an unparalleled competitive advantage over the years due to its unusual marketing strategy, characterised by low levels of paid advertising, strong brand advocacy, and a product-led growth strategy, chances are that the strategy no longer fits the current market environment.
The strategic models created to analyse the internal strengths and the external surroundings of Tesla are the SWOT analysis, the Five Forces of Porter, and the Ansoff Matrix. The findings reveal that the sphere of weaknesses in the market segmentation, consistency in targeting, service delivery, and performance measurement in marketing is increasing. The excessive reliance on differentiation based on innovation and price-based market penetration implies that Tesla can easily lose its margins, its brand, and its customers.
It is concluded in the report that Tesla's marketing position should be professionalised, customer-oriented and better regulated. The SOSTAC framework recommendations indicate a customer-focused, quantifiable, and systematic marketing strategy to re-establish the strategic focus, improve the competitiveness in the long term, and sustain brand loyalty in a mature EV market.
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[bookmark: _qgekgv3i5uf2]1. Introduction
The process of marketing has evolved to be a strategic capability as opposed to a tactical promotion tool where organisational competitiveness, the value creation to customers, and long-term sustainability are built (Kotler and Keller, 2016). Marketing performance in sectors where there are extreme changes in technology and growing competition ought to be assessed not just by the short-term outcomes of the performance but also by the strategic suitability with the environment and the organisational strengths (Burnes, 2017).
Tesla is one of the most relevant cases due to its unconventional marketing philosophy, the positive reputation in the sphere of innovation, and domination in the EV market. On the one hand, despite the past high brand equity and dominance in the market, Tesla is now facing a new technological convergence and stronger price sensitivity, as well as tough competition from its old and new competitors (IEA, 2024).
The current report is a critical evaluation of the marketing department at Tesla, which is founded on the analysis of its strategic orientation, environmental responsiveness, segmentation and targeting choices, competitive position and its expansion strategy. It is not assumed in the analysis that there was a specific past success as the assurance of future performance, but rather, the fact that Tesla's marketing strategy remains relevant in a competitive mature market of EVs is assessed.
[bookmark: _dxflrl34zbhd]2. Marketing Environment Analysis
[bookmark: _r3hkpfv6mtc0]2.1 Macro and Micro Environment
Government regulation, economic environment, and the perception of the sustainability concept in society are the macro-environmental factors that greatly influence Tesla's marketing strategy. Although regulatory incentives and environmental policies had a traditional bias towards EV adoption, consumer prices have been made sensitive due to the slow removal of subsidies in most markets (IEA, 2024). The demand for high-priced cars has also been economically strained by inflation and rising interest rates.
At the micro level, inter-firm competition has gone up tremendously. The historical dissimilarities that Tesla used to have with some legacy manufacturers and low-cost EV manufacturers have equalised in technological advancement, and therefore, the company is no longer at a historical dissimilarity edge. Moreover, the issue of growing customer needs regarding reliability, quality of services, and after-sales services exposes the weakness of Tesla regarding the provision of the customer experience (BCG, 2024).
Tesla has transformed its environment to be opportunity-based rather than constraint-based. The latter can no longer rely on external tailwinds and technological novelty only, and indulge in value perception and customer relationship management (Buchanan and Badham, 2018).
[bookmark: _tzu50c1ghsu2]2.2 SWOT Analysis
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Figure 1: SWOT Analysis theory (Brescia et al., 2023)
Strengths
A global brand equity, built through the foundation of innovation, sustainability, and technological leadership in the electric vehicle (EV) business, is the greatest internal potential Tesla has (Interbrand, 2024). With the best EV and battery technology, the company has previously been capable of differentiating its products and offering them at a premium price, in particular at the early adoption of the EV market (Secinaro et al., 2022). In addition to this, direct-to-consumer distribution of Tesla provides greater pricing, customer data, and brand experience compared to traditional models in the automotive dealership business (McKinsey & Company, 2019). These strengths have helped Tesla to expand at a very high rate without a notable growth in brand recognition by paying substantial amounts of money on advertising.
Weaknesses
Despite a good brand and technological strength, Tesla is faced with major internal weaknesses that are linked to its marketing functionality. The absence of formal marketing governance and structured customer insight mechanisms inhibits the chances of having a structured knowledge of customer needs and reactions to them in the firm (Kotler and Keller, 2016). Additionally, unequal service and after-sales services have also been a well-known fact that contributed to the lack of connection between brand promise and the reality that the customer is exposed to at Tesla (Krisher and Condon, 2025). The low emphasis on customer relationship management also compromises retention and loyalty, which is one of the driving forces of profitability in mature markets (Kumar et al., 2024).
Opportunities
Externally, Tesla stands a valuable chance because mainstream EV uptake has been intensively developed, and the electric cars no longer exist in the niche sector, but fall under the category of a mass-market product (IEA, 2024). Such a shift exposes the opportunities for Tesla to redefine its value proposition and transcend innovation, and concentrate on reliability, ownership experience, and long-term value (Ali and Shabn, 2024). Furthermore, the new possibilities of the data-driven and AI-powered marketing presuppose the possibility to target marketing and personalise communications and enhance performance, using quantifiable customer-centric metrics and customer lifetime value and retention rates (Kshetri et al., 2024; Labib, 2024). These strengths can enable Tesla to become a more competitive company when properly exploited without the need to compete on prices.
Threats
Tesla is also confronting quite an unfriendly competition environment where it is stiffly competing against the existing car makers and new low-value EV players (IEA, 2024). The technological convergence has also enabled the industry to defeat the differentiation advantage of Tesla that existed historically to compete based on price, which increases competition, resulting in a margin loss (Statista, 2025). The repeated price cuts, despite their benefits in the short term, are highly risky to the brand equity, as they break the premium position of Tesla and create a misunderstanding of the value the customers hold (Foreman et al., 2014). These external forces augment the Tesla strategic risks according to the prevailing marketing strategy (Grewal et al., 2024).
Overall, the internal weaknesses and external threats of Tesla are distributed unevenly, as weak areas are increasing in number with a decreasing threat. The strength of the firm remains great, but is being neutralised by the fact that competitive parity and mounting customer demands are coming into the picture (Cameron and Green, 2024). The situation of external risks is being aggravated, and Tesla has only the opportunity to compete in aspects other than price due to the inability to address service quality, customer relationship management and formal marketing governance. It could mean that Tesla will have to adjust its strategy to its marketing efforts, as it will have to alter it to be competitive in the long-term and concentrate on the application of a systematic, customer-oriented, and data-driven marketing (Burnes, 2017; Kumar et al., 2024).

[bookmark: _2976p3llm89g]2.3 Porter’s Five Forces Analysis
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Figure 2: Porter’s Five Forces Analysis Framework (Grewal et al., 2024)
Threat of New Entrants - Moderate to High
The menace of new entrants into the electric vehicle (EV) market that Tesla is facing can be discussed as moderate or high due to some structural constraints and industry dynamics alterations. The barriers to entry usually include high capital requirements, technical complexity, and government compliance, although the government incentives, platform-based manufacturing, and availability of outsourced battery technologies have somewhat alleviated the barriers (IEA, 2024). The entry of newcomers, particularly Chinese, is finding a new avenue to offer competitively priced EVs with adequate technology performance, hence eroding the first-mover advantages of Tesla (Setiawan et al., 2022). The increasing pressure of entry assists in reducing Tesla's ability to focus on marketing differentiation based on innovation, and it needs more efficient brand management and customer retention strategies (Brescia et al., 2023).
Bargaining Power of Buyers - High
The buyer power in the EV industry is extremely high, and it can be attributed to the fact that the products are becoming increasingly available, there is a high technological parity and price transparency. The switching costs have reduced since consumers can now benefit from access to a broader range of EVs, and buyers can now exert pressure on prices and value perceptions (Kotler and Keller, 2016). Repeat price reductions in Tesla are also part of the situation in which the enterprise creates expectations of lower prices in the future, compromising brand pricing and reducing customer loyalty (Foreman et al., 2014). Hence, the Tesla marketing strategy is becoming more exposed to questions regarding the sustenance of the premium value image in the market, with customers growing more price-sensitive and comparison-seeking (Kotter, 2012).
Bargaining Power of Suppliers - Moderate
Tesla's value chain supplier power is moderate, and it is more dictated by the availability of the raw materials that are critical to this company, such as lithium and semiconductors. Although Tesla has attempted to achieve certain advantages of vertical integration and long-term supply agreements to diminish the influence of suppliers, the world supply and geopolitical risks still leave the firm in jeopardy of expenses (McKinsey and Company, 2019). These shortcomings affect marketing indirectly, which limits flexibility in pricing and margin maintenance, particularly at a time when Tesla is competing with other automobile manufacturers on price. As a result, supplier power restricts the strategic options of Tesla and outlines the need for marketing to shift the focus from price-based competition to differentiation of values.
Threat of Substitutes - Moderate
The threat of EV products by Tesla to be substituted is mediocre, principally because of hybrids and better-mileage internal combustion engines (ICE) models. These options are competitive in price-sensitive markets; they have lower start-up investment and already have the available refuelling infrastructure (Bryła et al., 2022). Marketing-wise, this option is a challenge to the sustainability-oriented position of Tesla, where individuals can consider hybrids as an alternative to EVs as a substitution rather than a full replacement. This supports the view that the marketing messages of Tesla ought to emphasise the overall cost of ownership, dependability, and long-term value, rather than only emphasising the environmentally friendly advantages.
Competitive Rivalry - Very High
Competitive rivalry in the EV industry is high, and it is characterised by high product innovation rates, aggressive pricing techniques and rising marketing expenditure by its competitors. The current speciality EV companies and the future car makers of the past are converging in technological terms, and Tesla is losing its historical differentiation advantage (IEA, 2024). It has intensified price wars that have culminated in loss of margins and strategic instability in the market (Statista, 2025). The presence of strong competition in the case of Tesla represents the vulnerable aspect of the informal and product-oriented marketing strategy, which enhances the strategic necessity of a disciplined marketing governance, better management of customer relationships, and integrated communications to stay afloat in the overwhelmed market.
[bookmark: _94a8u9zcch1c]3. Strategic Analysis of Marketing Decisions
[bookmark: _cl8wbuyidx0s]3.1 Segmentation, Targeting and Positioning
Segmentation, targeting and positioning (STP) has been critical in ensuring that the marketing resources are utilised effectively and a competitive advantage is sustained in the long-term. In Tesla, STP has driven high growth over the years; however, market experience shows that a perceived strain on consistency and viability of the strategy in the electric vehicle (EV) market is accumulating as the industry is maturing.
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Figure 3: Strategic Evolution and Emerging Tensions in Tesla’s STP Strategy (Author generate)
Segmentation
Historically, Tesla has divided the market based on psychographics and behavioural grounds, including consumers who have been identified as environmentally responsible, technologically adventurous and first movers. This market approach was appropriate in the initial market environment of EV when the concentration of potential consumers was high among the upper-income and innovator groups (Statista, 2025). Industry statistics indicate that the early EV buyers were disproportionately concentrated among the affluent and urban population; hence, Tesla uses the segmentation approach. However, the recent market shifts show that the demand for EVs has taken a structural shift. By 2023, over 14 million units of EVs were sold in the world market, and the sales were not only on the list of early adopters but also became mainstream (IEA, 2024). As the usage of EVs grows, the innovation affinity will not be an effective segmentation strategy, and Tesla will demonstrate a lack of specific differentiation in its customer policies.
Targeting
Focus on Tesla has now extended to wide price reductions on core models, which has a record of continuing price cuts in a high-end niche to expansive market niches in 2023 and 2024 (Xue et al., 2024). These adjustments allowed Tesla to maintain the EV sales leadership in the world, and simultaneously, the shipments of cars fell to new records every year in 2024, the first in over a decade (Claudia, 2019). This means that the demand pressure has not been fully addressed by the increased targeting. Also, the mass-market EV customers are more price-sensitive, consider the relevance of reliability and after-sales service less than the early adopters, which, in turn, implies that Tesla does not align with its extended target market, the existing value proposition and service provisions (Statista, 2025).
Positioning
Sustainability and innovation leadership remain the basis of the positioning of Tesla. Even though this positioning has given the company a good brand equity over the last few years, the competitive benchmarking statistics show that the old players as well as the new players are rapidly bridging technological gaps in areas such as driving range, battery efficiency and software capabilities (Setiawan et al., 2022). This has made innovation-based differentiation weak. Furthermore, regular price adjustments will compromise the Tesla signs of luxury brands and will introduce inconsistency between the intended and the actual perception of the company. Tesla is still on the list of the most valuable automotive brands in the world based on brand valuation, despite the declining delivery growth and growing competition. It is possible that Tesla will lose its positioning advantage despite its long history of success (HubSpot, 2025).
[bookmark: _um305jg605k3]3.2 Ansoff Matrix: Growth Strategy Analysis
Ansoff Matrix is a tactical instrument for evaluating the business growth prospects on the basis of the accessible and novel products and markets (Ansoff, 1957). It is possible to use this model to study Tesla and have a logical analysis of how the company has been dealing with growth over the years and whether the strategies apply in an electric vehicle (EV) market that is growing and is becoming increasingly competitive.
Market Penetration (Existing Products, Existing Markets)
Market penetration, primarily through heavy price reductions in its main vehicle model, has been the most commonly utilised growth strategy that Tesla has implemented within the last few years. That has been an incentive plan of demand spurring and market share protection, and a gauge of mainstream EV adoption in the prevailing geographic regions (Statista, 2025). In the short run, this strategy has increased sales volume and made Tesla the EV leader in the world.
However, in market penetration, being overly dependent has significant disadvantages, as far as marketing is concerned. Constant price cuts have led to declining car dealership margins and undermined the brand position of Tesla as a luxury name (Foreman et al., 2014). Moreover, the pricing development means that a firm is at risk of creating a consumer who is conditioned to wait until the product gets a discount, which will destroy the brand equity and pricing power in the long run (Kotler and Keller, 2016). As the competitive rivalry hardens, the penetration of the market ceases to be sustainable in the capital-intensive industry as the differentiation in terms of innovation decreases.
Market Development (Existing Products, New Markets)
Market development will involve the diversification of Tesla's current market EV products in new geographic or demographic markets, most of them new emerging economies where EV penetration has not yet been fully developed. These regions have long-term growth opportunities due to the global sustainability agendas and the rising emission policy (IEA, 2024). New markets, in the case of Tesla, hold the promise of capitalising on its brand image and technology much more than the already saturated markets.
But Tesla has structural weaknesses as well in its marketing and service infrastructure, which is exposed in the market development. It will require a robust after-sales service, frequent management of customer experiences, and localisation of marketing communications items with which Tesla has been found wanting (McKinsey and Company, 2019). Culturally and institutionally diversified markets where the marketing governance and service delivery process is not improved have the potential of market development to destroy brand credibility and customer trust.
Product Development (New Products, Existing Markets)
Tesla has been founded on a history of product development that has resulted in high product technology in terms of battery technology, software integration, and autonomous driving capabilities that give Tesla a competitive edge. The example of how Tesla can extract value from the extra features of its current consumer base and aid its brand identity based on innovation is the upgrades that it offers in the form of over-the-air software updates (Secinaro et al., 2022).
Convergence of technology in the EV industry is, however, limiting the strategic value of product development. Tesla innovations have also been replicated by the competitors in terms of driving range, battery performance, and digital capabilities, and thus, the innovations of Tesla do not appear as unique anymore (IEA, 2024). This negatively affects marketing in the sense that it undermines innovation as a value that offers on its own and complementary differentiation in the sense of reliability, experience of ownership and customer service. The long-term investment in product development is also linked to large expenses in the field of research and development that may not result in similar returns due to marginal innovations that are not easily noticed by consumers (Kumar et al., 2024).
Diversification (New Products, New Markets)
Tesla does not just focus on manufacturing vehicles through its diversification program, but also includes energy storage, solar engineering, artificial intelligence, and robots. The plan will stand a possibility of diversifying risks and increasing opportunities in the long-term with the reduction of dependence on vehicle sales as one variable (Kshetri et al., 2024). Tactically speaking, diversification correlates with the broader mission of Tesla for sustainable energy and technological development.
Diversification is also the riskiest strategy in Ansoff. The operation of introducing new products to new markets requires grave managerial issues, financial investment in marketing, and building of the capabilities (Burnes, 2017). In the Tesla case, excess diversification could lead to the firm losing strategic focus and allocating resources to other, less pressing matters in its core EV business, including customer experience and marketing efficiency. The absence of a well-defined and market-driven explanation may result in the diversification that causes the brand to be stretched as thin as paper and causes the disappearance of strategic coherence.
Strategic Implications:
Overall, the Ansoff Matrix analysis shows that Tesla has excessively concentrated their growth strategy on the market penetration strategy, which is a very risky strategy in a highly competitive and well-developed market. Despite the fact that product development and selective market development are more likely to sustain growth, its success depends on the professionalisation of the marketing position of Tesla and increased customer-centric capacity. The diversification will be pursued cautiously and at a place where a good strategic fit and marketing support are assured. This discussion justifies the need to counterbalance the growth strategy by Tesla by moving the price-led growth to value-based, customer-focused and disciplined strategic marketing practices.
	Strategy
	Tesla Application
	Advantages
	Disadvantages

	Market Penetration
	Price reductions
	Short-term volume growth
	Margin erosion, brand dilution

	Market Development
	Entry into new regions
	Long-term demand
	Service infrastructure strain

	Product Development
	Software & autonomy
	Innovation leadership
	High cost, diminishing returns

	Diversification
	Energy & AI ventures
	Risk spreading
	Strategic distraction


Table 1: Ansoff Matrix Analysis of Tesla’s Growth Strategies (Self Made)
[bookmark: _7vyg3j4ztyjt]4. Conclusions
The position and performance of the marketing division at Tesla were critically evaluated in this report within the context of a growing and competitive car market of electric vehicles at a high rate. As has been demonstrated in the discussion, despite Tesla's traditional high brand equity, technological innovation and unique marketing strategy, the company is less well-positioned in an environment that is characterised by a lack of competitive advantage, price sensitivity and increasing customer demands. The planning models, including the SWOT analysis, Porter's Five Forces and the Ansoff Matrix, showed a growing inappropriateness of marketing strategy and market conditions at Tesla, particularly with respect to pricing, customer experience, and performance measurement. According to the results, further competitiveness will be based on the level of professionalisation of the marketing position of Tesla, the strengthened customer-oriented orientation, and more controlled and evidence-based strategic decision-making.
[bookmark: _7ew0eurl53ys]5. Recommendations
Based on the results developed in Section 3, one could say that the current marketing approach of Tesla should become more strategically coordinated, customer-focused and analytical to remain in operation when the market of electric vehicles is becoming increasingly competitive and mature. The SOSTAC framework is presented below in order to make it feasible and clear, and with objectives that are aligned with the organisational objectives (Galpin, 2023).
Situation
Tesla is facing a mature EV market that is facing growing competition, declining technological differentiation, and price elasticity by consumers. The satisfaction of the high brand equity and innovation potentials is accompanied by the disadvantage of long-term sustainability, which is the absence of a particular concentration in segmentation, the possibility to offer stable customer experiences and the measures of marketing performance. Marketing should then become more structured and market-responsive, strategic role and less informal and innovation-driven (Claudia, 2019).
Objectives
Tesla should devise certain, measurable marketing objectives that extend beyond expansion in volume. These would encompass customer retention and customer trust, brand consistency across the markets and responsiveness in the marketing activities (Xue et al., 2024). The targets should be tied to the customer-oriented performance, such as satisfaction, loyalty and lifetime value, rather than the delivery and revenue measurements (Labib, 2024).
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Figure 4: SOSTAC framework (Cameron and Green, 2024)
Strategy
Tesla should be more strict in its STP strategy and master the segmentation to reflect more varied customer motivations and expectations. The targeting should be based on segments that are strategically appealing, and Tesla is able to offer more value rather than targeting a broad marketplace with price-related strategies (Burnes, 2017). The positioning will need to change into a less innovative leadership orientation into a more balanced value offering that uses reliability, service quality, and ownership experience, along with technological excellence (Krisher and Condon, 2025).
Tactics
In keeping with this plan, Tesla should re-invent its communication media complex through the inclusion of earned media and selective and strategic, data-based paid and owned media. It has to pay more attention to lifecycle marketing, retention communications and post-purchase communication (Xue et al., 2024). At the same time, the services' touchpoints and processes should be improved to ensure the consistency of brand promises and delivery.
Action
In order to achieve this, marketing analytics, customer insight architecture and cross-functional liaison between the marketing, sales and service functions will have to be invested in. There should be clarity on the ownership of the marketing governance and performance reporting in an attempt to enhance accountability and strategic alignment (IEA, 2024).
Control
Tesla should have an official marketing control system where they have measurements such as customer acquisition cost and customer lifetime value, customer retention rate and campaign-based return on investment. The metrics should be regularly checked and used to make additional optimisation decisions and strategy (Kumar et al., 2024).
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