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Executive Summary

This consultancy report sought to investigate the customer services and crisis management situation at Tesla. In building the case for the study, an in-depth environmental analysis, which utilised PESTEL analysis for external environment and SWOT Analysis for the internal environmental analysis was undertaken. The PESTLE revealed both opportunities and risks for Tesla. For instance, the political stability of the country, the growing environmental consciousness of the population, and a favourable technological environment are important opportunities for Tesla to succeed. However, the uncertainties of Brexit and the COVID-19 crisis are major risks that require Tesla to adjust accordingly to become more competitive. On the other hand, the SWOT Analysis has revealed the first mover advantage, innovation culture, brand recognition, autonomous driving technology and ride-sharing as major strengths and opportunities of the company. However, heavy debt load, overdependence on few markets, its high-end market focus, competition pressure, and regulatory changes in the industry as weaknesses and threats that can affect its success. The study utilised both primary and secondary data collection approaches, which was analysed to make inferences on the areas of interest. The primary data involved a sample of ten respondents, who were purposefully selected to ensure they were customers of Tesla. The purposeful sampling technique ensured that the sample population that was selected could provide the relevant information sought by the research. The secondary data focused on previous report and relevant online sources that offered important insights regarding customer service and crisis management at Tesla. From the data analysis, recommendations for improvements based on the findings of the study were made. Firstly, the research found that the company has highly effective customer services in the pre-purchase period. However, in the post-purchase period, as customers wait for their orders, the study found that there were significant challenges, including poor response rate and ineffective communication channels. On the other hand, the report found that the company’s crisis management is lacking, and this has been evident from its poor handling of previous crises. With these, the report makes several recommendations. Firstly, the report recommends the need to establish more communication channels that will allow customers to reach the company more effectively. Additionally, it is recommended that there is a need to improve response to customers in the post-initial-order delivery period, even if that means hiring more customer service employees. Lastly, the report recommends the importance of establishing a crisis management framework that will guide Tesla in handling crises effectively. 
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Introduction

Background of Tesla Inc.

Tesla Inc., or simply Tesla, is an American Electric Vehicle and Clean Energy company that was founded in 2003 (“About Tesla” 2020). Since its founding, the company has emerged as the leading electric vehicle (EV) manufacturer with a high reputation for producing high quality and efficient vehicles in its category. Some of its top-selling EVs include Model S, Model X, and Model 3 (Van den Steen, 2015). Over the years, the company has expanded its portfolio to ensure that it has an entire sustainable energy ecosystem, whereby it has diversified into other areas that are relevant to its business, but also to the global sustainability efforts (“About Tesla” 2020). In this case, the company provides energy solutions through its Powerwall, Powerpack, and Solar Roof, which are all aimed at providing homeowners, businesses, and others with the ability to manage renewable energy generation, storage, and utilization (“About Tesla” 2020). Such a portfolio has allowed Tesla to be a company that is truly focused on not only being sustainable but also one that provides sustainable solutions in transportation and energy.

At Tesla, customer service and crisis management are important in ensuring that it protects its reputation as it develops its market. Indeed, throughout its existence, the company has faced major threats to its reputation due to delays in production, delays in completion of customer orders, technical problems with vehicles, and many others (Chen & Perez, 2018). Dealing with such problems requires well-established customer services and crisis management structures. These functions are especially critical as the EV market becomes increasingly competitive, with the traditional automobile makers keen on progressively transitioning from gasoline to electric vehicles (EVs). In recognition of the challenges and threats faced by Tesla, this consultancy project aims at providing key strategies for improving the enterprise’s customer service and crisis management at the company. 

Project Justification

Customer service and crisis management are two essential functions that a business should ensure are effectively established. Buttle and Makan (2019) note than customers are the backbone of a business, and treating them right, addressing their concerns, and meeting their needs is essential for its success. However, businesses often fail in their mandates from crises as well as customer service failure, which can have adverse outcomes for the organisation. Hence, effective crisis management and customer service failure recovery mechanisms and structures are essential (Nyadzayo & Khajehzadeh, 2016). For Tesla, the company has faced numerous crises as well as customer service failures that threaten its reputation and competitiveness in the EV industry and beyond. Some of these issues include delays in delivery of orders, road accidents leading to concerns on safety, and so on. All these aspects highlight some of the crisis and customer service failures that justify the need for improvements in crisis management and customer service management at Tesla. 

Aim of the Project 

The consultancy project aims to undertake an in-depth study on the status of customer services and crisis management at Tesla. From the analysis, the report will make suggestions for the company to develop effective strategies that will lead to better customer services and crisis management. 

Objectives of the Project

The main objectives of the study are as follows:

To identify the practices and problems of customer services and crisis management of Tesla

To analyse the impact of customer service issues from crises that Tesla has experienced in the past

To establish the connection between customer services and crisis management

To make suggestions for Tesla to improve customer services and crisis management 

Environmental Analysis

The environmental analysis is an important process that allows a business to investigate and find major issues that are important for its competitiveness, both in its internal or external segments (Baack, Harris, & Baack, 2013). As crisis management and customer services are major aspects of Tesla’s competitiveness, understanding the external and internal environmental factors that underlie the importance of addressing any issues that it may face is essential towards becoming competitive. In this case, the environmental analysis will focus on three key tools, which are the SWOT Analysis and PESTLE Analysis. 

PESTLE Analysis

The PESTLE Analysis is a strategic management tool that assesses the external environmental factors that can have an impact on a business, and which are beyond the control of the management. These factors include political, economic, social, technological, legal, and environmental. A business needs to understand these factors, take advantage of those that favour it, and adjust accordingly to those that are a threat to its business (Ansoff et al., 2018). The use of PESTLE offers several advantages to a business since it is not only easy to use, but also offers a deeper understanding of the market by allowing a business to identify factors that could have a major positive and negative impact on its success (Baack et al., 2013). Additionally, the tool allows a business to identify opportunities that exist within the market whose exploitation can give it competitive advantage (Rastogi & Triveni, 2016). However, PESTLE analysis has a major disadvantage in that the factors that it assesses could change fast, rendering its recommendations irrelevant (Shatskaya, Samarina, & Nekhorosheva, 2016). For example, a political party could be pushed out of the government or technology could become obsolete, and hence changing the market drastically. Despite its shortcomings, it offers a good starting point for understanding a market. Hence, Tesla, as a business operating in a market that is emerging and faced with many dynamics, it is essential to understand its external environment to remain competitive. 

Political and Legal Factors

Political factors concern government interference in the economy. Ansoff et al. (2018) note that government intervenes in the economy through policies, regulations, and laws. Such action can create a favourable or unfavourable business environment, which can affect an organisation (Perera, 2017). In the case of Tesla, and broadly, the electric vehicle market, the United Kingdom government has put in place policies, regulations, and laws that positively impact the industry. For instance, the government has a policy that offers a grant of up to £3,000 for low emission vehicles costing less than £50,000 (Gov.uk, 2020). This category covers some of the Tesla models such as Tesla Model 3 (Gov.uk, 2020). Additionally, the government of the United Kingdom, through the Automated and Electric Vehicles, in its quest of supporting low-emission vehicles has rolled out a  £500m scheme to roll out fast-charging stations across the UK to ensure that all homes in the country are within 30 miles of a fast-charging point (Campell, 2020). Most importantly, the UK government’s launch of the Road to Zero strategy in 2018, which aims to ensure the country achieves zero emissions, confirms the political goodwill and support towards EVs and other low or zero-emission vehicles. Under the Road to Zero strategy, the government is committed to reducing emissions of existing vehicles, increasing the update of cleanest new cars, setting clear guidelines and pathway for reducing emissions to zero, ensuring the UK becomes a leading player in the design and manufacturing of zero-emission vehicles, and building the appropriate infrastructure (Department of Transport, 2018). Ultimately, the political and legal environment highly favours electric vehicles in the country, and hence low risks for Tesla.  

Economic Factors

Economic factors concern the performance of the economy as a whole and related economic regulations and actions that have an impact on consumption (Perera, 2017). The United Kingdom is undergoing a challenging period following the Brexit, which has led to economic instability, which can have repercussions on the general population and the country as a whole (Jafari & Britz, 2020). Indeed, in the post Brexit period, the country is showing signs of economic weakness characterised by declining consumer confidence, drying up of external investment, declining productivity, a potential recession, and a 10% fall of the value of the Pound against Euro (Research and Markets, 2019). In the automobile market, the registration of new vehicles amidst the economic uncertainties has been on the decline at a rate of -1.2% CAGR between 2016 and 2020 (Research and Markets, 2019). However, it is anticipated that from 2020, the registration of new vehicles will return to positive growth of 1.8% CAGR (Research and Markets, 2019). Despite the projections showing a positive outlook for the economy, the ongoing Coronavirus (COVID-19) crisis is creating uncertainties and major economic disruptions, which may lead to a recession (Romei, 2020). Such outcomes can lead to slow growth in the industry. Based on this, Tesla needs to ensure that it has effective customer services and crisis management strategies, which will ensure that it can compete effectively in the uncertain economic situation that is folding in the United Kingdom and beyond. In other areas, the decreasing cost of batteries and the reducing cost of renewable energy presents a major opportunity for Tesla to enter the affordable EV market since the high cost of EVs has remained a major challenge in ensuring the widespread penetration of EVs in the UK and across the world. 

Social Factors

Social conditions are important factors that can affect the success of a company by influencing the demand for its products (Pereram, 2017). A business needs to understand the social dynamics in its market and put in place measures to adjust accordingly (Castano et a., 2015).  For Tesla, several social factors are relevant to its business. Firstly, the UK and global EV markets are characterised by the growing popularity of low-carbon lifestyles, which present a significant opportunity for the company to access an ever-growing market (Carrington, 2019). Secondly, there is a growing demand and preference for renewable energy in the UK and beyond, and this means that the market for the products and services that Tesla offers is also growing (Carrington, 2019).  Such social dynamics represent a major opportunity for Tesla and shows that the UK and international society is increasingly demanding energy-efficient and low-carbon lifestyle-supporting products and services. With this, Tesla needs to ensure that its customer services and crisis management are the best to avoid challenges that may damage its reputation, and ultimately make it hard for the company to benefit from the market that is growing in the UK and beyond.  

Technological Factors

This part concerns the role of technology in a business’ macro-environment. Perera (2017) notes that technology can present an opportunity as well as a threat to the business. The EV market is highly dynamic and still evolving, and with many companies trying to enter it, technological changes are a reality of the industry (Sharma, 2020).

The industry is characterised by a high rate of technological change, which presents both an opportunity and a threat to Tesla. For instance, Tesla has an opportunity to maximise on emerging technologies that can ensure cheaper and more reliable batteries. However, such benefits would be best if it was Tesla, which came up with them. On the other hand, it is a major threat if other companies introduce new advances, and hence making competitors stronger and with better vehicles. The second aspect concerns the increasing automation in the industry, which has the opportunity to reduce production costs while at the same time increasing accuracy in the production processes, which leads to better vehicles that are more competitive and profitable. The increasing popularity of online systems and other internet technologies presents an opportunity for Tesla and other companies to ensure they can sell easily, and communicate with customers and for other issues such as crisis management. 

Environmental Factors

Businesses across the world must operate within environmental regulations (Perera, 2017). For example, businesses depend on the environment for materials but whose exploitation is dictated by laws and other norms in a country (Hillary, 2017). Currently, climate change and expanding environmental programs in the UK and beyond present major opportunities for Tesla Inc and other businesses with a focus on sustainable and environmentally friendly solutions. Additionally, rising standards on waste management is also a major opportunity for Tesla as the company is positioned as a zero-waste organisation. In this case, Tesla needs to take the opportunity to position itself as one that can provide solutions that allow the world to overcome climate change challenges. 

SWOT Analysis

The SWOT Analysis is a strategic management tool that allows a business to analyse its strengths, weaknesses, opportunities, and threats, and hence aligning its internal resources to maximise on the strengths and opportunities while reducing or eliminating the weaknesses and threats (Ansoff et al., 2018). The use of tool offers important advantages/strengths, include its ease of usage, which Helms and Nixon (2010) consider as important in kickstarting the “strategic planning process” in a company. However, a major limitation is that the model is old and may not match the modern complex strategic planning environment of the modern businesses (Helms & Nixon, 2010).  Despite its limitations, the SWOT Analysis will be utilised to help guide future strategic decisions for Tesla as it positions itself to have better customer services and crisis management. 

Strengths

Firstly, Tesla has a strong brand identity and recognition. As the first company to mass-produce functional and roadworthy fully-electric vehicles, Tesla enjoys a first-mover advantage, which has made its brand highly recognized and admired in the EV industry (Katsenelson, 2019). Its strong innovation and high quality EVs have made Tesla’s vehicles a-must-have for those who are looking for energy efficient vehicles.

Secondly, Tesla has a strong quality and innovation culture, which have allowed to produce the most efficient and some of the safest vehicles not only in the EV segment but across the automobile industry. The company’s investment in Research and Development is impressive, as evident from the growth of R&D expenses from $0.5 billion in 2015 to $1.5 billion in 2018, respectively (Trafis Team, 2020). Most importantly, its cars have the highest range for a fully charged battery than any other, and this shows how the company’s quality and innovation culture have played a critical role in its success. 

Thirdly, Tesla has a strong supplier network that it continues to build to overcome some of its inefficiencies. For instance, Tesla’s partnership with Panasonic for the production batteries presents a good example that will allow the company to improve its production capacities (Inagaki, 2020).  Lastly, another strength is that Tesla enjoys significant support from different financiers, including the government, who are keen on ensuring it succeeds. This means that Tesla can easily access financing to support its business, and hence giving a competitive advantage.  

Weaknesses

Despite Tesla’s success, several inadequacies should be addressed to ensure that it retains its competitiveness. Firstly, the company has high operational costs, which have made it difficult for the company to achieve profitability. The company’s high investment in innovation is a major cost aspect that eats on the company’s revenues (Trafis Team, 2020). The other weakness is the company has a limited market, whereby more than 50% of its revenues come from the United States (Statista, 2020). Such a limited market means that the company is over-depends on the U.S. market, and this also allows other EV companies that are emerging in other countries. The other weakness is that it targets the high-end market, which makes it challenging for the company to penetrate the middle or affordable market segment. Lastly, the company has a high debt load. For instance, in 2016, the company had approximately $2.5 billion of long-term debt and capital leases, accounting for 72% of its total capital (Trafis Team, 2020). Such weaknesses influence the ability of Tesla to be successful in the UK market. 

Opportunities

Several opportunities exist that Tesla can take up to gain more success in its industry. The first opportunity is the autonomous driving technology. In this case, many companies are increasingly investing in autonomous driving technology (Piper, 2020).

It is, therefore, essential for Tesla to invest more in the technology to ensure that it can gain an advantage as autonomous driving technologies evolve to become popular. The second opportunity is the ride-sharing services (Hyatt, 2020). As countries across the world strive to reduce congestion, ride-sharing is a major area that has attracted attention, and this is a major opportunity for Tesla to incorporate autonomous driving into ride-sharing. Indeed, Tesla is planning to launch a new program, which is known as Tesla Robotaxi, which could have a business model like that of Airbnb or Uber (Hyatt, 2020). Lastly, there are major opportunities in venturing into the Asian markets and hence reducing the company’s dependence on the U.S. market. 

Threats

The EV market faces several threats that Tesla should be aware of, and put in strategies to overcome them. Firstly, there is growing competition pressure as other companies, including the traditional automobile makers, are keen on entering the EV market. Secondly, there is a significant threat due to regulatory changes in the industry. As countries continue to recognise the importance of EV, regulations are likely to continue evolving, and this can threaten Tesla if such laws affect its ability to access markets or require the company to change some of the technologies. Hence, Tesla needs to understand the threats in its market and put contingency measures to address them effectively.  

Research Methodology

Research methods refer to all the methods and techniques, which are taken for undertaking a research and covers collection, analysis, and interpretation of data to make inferences about a topic or area of study (Mishra & Alok, 2017). The project utilised both primary and secondary research methods in the collection of data. 

Primary Research

The primary research involves the collection of data and subsequent analysis by a researcher without depending on existing investigations or data (Howitt, 2007). In the current study, primary research was used to investigate customer service status at Tesla. 

In collecting primary data, interview data collection method was utilised. The interview method is justified since the sample population was small. The use of the technique offers several advantages. An interview allows more one-on-one interaction between the researcher and respondent and hence increasing response rate while at the same time, improving the quality of the data (Dawson, 2019). Therefore, it was the best method for the study.

In sampling, the study utilised the purposeful sampling technique to find the response that would be involved in the study. Since there are few customers of Tesla, the use of purposeful was appropriate. Dawson (2019) notes that purposeful sampling allows research to be deliberate in choosing those who will be involved in a study based on their ability to provide the needed information. Based on this, the study identified ten respondents who are customers of Tesla, who were interviewed via WhatsApp, Facebook, and Skype. 

Secondary Research

Secondary research involves the use of existing data from other studies and reports on a given area of interest for the current study (Howitt, 2007). The method is effective in that it is time and cost effective, and since it has already been used in another study, it easier to carry further study on (Mishra & Alok, 2017). However, its limitation is that it may not effectively reflect the needs of an ongoing research, and hence failing to capture the situation that a researcher is focusing on (Howitt, 2007). In this study, secondary data was obtained from previous studies as well as from online sources. Such data was relied to specifically inform the current research on crisis management at Tesla. 

Findings and Analysis

This segment analyses and provides findings from the primary and secondary data. 

Findings on Customer Service at Tesla

In analysing the primary data, several aspects become evident concerning customer service at Tesla. Firstly, regarding customer service during the ordering of vehicle, 80% of the respondents noted that they had a satisfactory experience. In comparison, only 20% said it was neither good nor bad, meaning that it was any different from what they had experienced elsewhere (See Figure 1).


[image: image2.png]Customer Service Experience in Purchasing or
Tesla Vehicles

m Satisfied m Neutral





Figure 1 Customer Service Experience during purchasing of Tesla Vehicles
Secondly, 90% of the customers noted that Tesla was highly effective in helping the customers to make the right choice of vehicles. Additionally, 90% of the customers indicated that they were satisfied with Tesla’s efforts in helping them to learn about the product, and hence supporting their decision-making (See figure 2)
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Figure 2 Perception of the Helpfulness of Tesla in Supporting Decision-making of Customers
Thirdly, the data analysis has revealed that customers experienced delays of between two to six months. However, a majority of the respondents (60%) notes Tesla was not forthcoming with its information, and that they learned too late that their vehicles would be delayed. In terms of communication channels, only 30% of the customers noted that Tesla has reliable communication channels (See figure 3). In this case, the majority of the customers indicated that while communication is through the client account with Tesla, it took too long and sometimes, even requiring reminders for Tesla to reply to queries. 
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Figure 3 Graph of the reliability of communication channels at Tesla Inc.
The important area of focus was on the rating of the customer services in the post order period once the initial delivery period had failed. In this case, while customers expected more prompt communication, they noted that it got worse. In this case, the average rating for customer service in the post-initial delivery period was 5.5, which was very low compared to the fact the respondents had rated the company highly for its pre-order customer services. 

The study also sought to collect recommendations on the areas that the customers felt needed improvement. In this case, customers proposed the need for Tesla to improve its communication with customers throughout the process from purchase to delivery of the order, and not just focusing on making customers place orders. Additionally, customers recommended the need for Tesla to increase its communication options, including other channels such as social media, email, and so on, and not just restricting communication through the website via the client accounts. 

Despite the above challenges, 60% of the respondents said they had a better experience when dealing with Tesla as compared to other companies. However, some noted that, in previous purchases, there were no such delays since the cars were already available, and hence, with Tesla, it was a new experience to them. Most importantly, 70% of the respondents would recommend Tesla (the vehicle) to others (See figure 4). The others, that is, 30% noted that they would not recommend Tesla, primarily because of its poor customer service.  

Findings on Crisis Management at Tesla 

Throughout the existence of Tesla, the company has experienced numerous crises, which have threatened its reputation in the industry. Based on the analysis of secondary data, several aspects of the company’s crisis management have been revealed.

The company seems to lack an effective crisis management framework. This is especially evident from the frequent outbursts by the CEO, which reveal him as defensive in the face of a crisis. For instance, in 2016, following the death of a driver in a Tesla vehicle, Elon Musk, the CEO of the company, tweeted that “1.3 million vehicle people die in a year in car accidents. Yet, 1 person dies in a Tesla on autopilot, and people decry driverless cars as unsafe” (Woolf, 2016). In 2018, Elon Musk was accused of securities fraud charges after he falsely tweeted that Tesla was going to go private. The costly mistake led to Elon Musk being dropped as the Chairman of Tesla and fined $20 million (Garrett, 2018). Such outburst, among other errors by Elon Musk and the company during crises, represents a major problem, and a proof of the weaknesses of crisis management structures.  

Conclusion

The study has been highly insightful on the status of customer services and crisis management at Tesla, Inc. In this case, the study has found the company has customer service challenges characterised by poor response to customer needs, especially when there are delivery delays, as well as a limited number of communication channels, which lead to poor customer experience. Hence, as the study has revealed, there is a need for interventions to ensure that Tesla overcomes poor customer services. On the other hand, in terms of crisis management, a major failure seems to be a lack of or the existence of an ineffective crisis communication structure. These findings on poor communication in the post-order phase are an implication for the company’s lack of crisis management framework. Therefore, both the primary and secondary research have revealed important shortcomings whereby the lack of crisis management processes is a major factor of the poor customer services that customers experience. Hence, addressing these concerns presents a major opportunity for the company to overcome crisis issues that continue to threaten its reputation and competitiveness. 

Recommendations

The following are important recommendations that should guide Tesla in overcoming customer service and crisis management issues:

Establishing more communication channels- There is a need for Tesla to increase the communication channels to ensure that when one method of communication fails, customers have other options. Such a measure will ensure that customers can get responses faster and efficiently.

Improving Response to Customer Concerns in the Post-initial order delivery period- In this case, Tesla ought to improve on its responses after failing to deliver orders. The company should do whatever it takes, including hiring more customer care providers to ensure that customer concerns are addressed promptly. 

Establishing a crisis management framework-Tesla needs a crisis communication framework, which sets an effective communication protocol, which allows for a well-thought-out strategy for responding to issues. Such a framework should include consultations where any communication to the public and crises reflects a unified approach, rather than rushed communications, which only put the company to jeopardy. 

The above recommendations have limitations in that Tesla needs to dedicate more financial resources to employ and train more customer service staff. Secondly, as the company expands its production, the delays may be addressed, hence reducing the negative experiences of customers, and thus also affecting the need for changes in its communication. This is because the study has found that many customers are satisfied with the communication during the ordering period. 
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