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[bookmark: _Toc121904930]Executive summary
Based on the basic principles of marketing and the analysis tools of PESTEL and Porter's Five Forces, this paper systematically studies and analyzes the macro factors, industry factors and corporate marketing market factors of the brand's rise, and explores its successful experience, existing problems and challenges. In particular, the contradiction between its brand positioning and its pricing strategy of frequent price cuts. Finally, based on the findings, suggestions are provided on how to improve the marketing strategy of the selected organization by sticking to cost pricing, taking into account both high-end and mass market, and maintaining existing advantages in the competition.


[bookmark: _Toc121904931]1.Introduction
From its establishment in 2003 to 2012, Tesla Roadster broke through the top market of electric sports cars. From 2012 to 2016, Tesla distributed high-end market through Model S/X and fulfilled Musk's goal of "making affordable electric cars with the income of sports cars". From 2016 to 2019, the company occupied the mass market through Model3/Y and realized the goal of "using income to make electric vehicles with affordable prices"; The opening of the Shanghai plant at the end of 2019 kicked off a Tesla capacity storm, ushering in a highlight period from 2020 to the present. What are the internal and external factors behind the rise of the Tesla car brand? What are the challenges today? This paper will be from the macro, industry, company micro Angle of in-depth discussion and research.
[bookmark: _Toc121904932]2.Main Findings
[bookmark: _Toc121904933]2.1 The impact of macro environment on marketing strategy -- based on Pestel analysis
[bookmark: _Toc121904934]2.1.1 Analysis of political environment
In recent years, with the continuous deterioration of human living environment, the international community has come to realize that vehicle exhaust emission is an important factor leading to this result. In view of this, the US government plans to invest 7.5 billion dollars to develop electric vehicles before 2019. Tesla Motors grew up in such a political environment. The US government offers a $7,500 tax credit to each new electric car buyer as an incentive, but deliveries are capped at 200,000 per carmaker in the US. Tesla was the first manufacturer to meet the threshold in 2018. As a result of the new incentive reform, Tesla will regain $7,000 worth of tax credits for 400,000 electric vehicles in the United States[1].
[bookmark: _Toc121904935]2.1.2 Economic environment analysis
There are various economic factors affecting Tesla, including foreign currency exchange rate, tax rate, availability and quality of economic vehicle manufacturing infrastructure and changes in the country's overall macroeconomic environment[2-4]. In addition, the reduction of battery cost, inflation rate and interest rate, and labor cost are also important economic factors with potential impact on automobile manufacturers[5]. In early 2022, the COVID-19 pandemic had a relatively adverse impact on the production, delivery and sales of the automotive industry. At the same time, the current war with Ukraine has further crimped commodity supplies and sparked record inflation, further raising costs for carmakers. High inflation will increase output costs because of higher prices for raw materials, which will eventually lead to higher prices for final products. As a result, the company's sales will decline as affordability declines.
[bookmark: _Toc121904936]2.1.3 Social environment analysis
There is a potential opportunity for companies operating electric vehicles to tap into the U.S. market, where more and more people are turning to electric vehicles because they are more sustainable. The main focus of these companies is to produce efficient vehicles, as about 15-20% of people prefer vehicles with enhanced features and complete safety[6]. As a new high-tech fashion car, Tesla car attracted a large number of people's attention at the beginning of its birth, greatly stimulating the consumption demand for electric vehicles, and the pre-sale period was extremely hot. As people's living standards improve and the recognition of environmental and high-tech concepts increases, clients will respect organizations that embrace diversity and inclusive work cultures more than those that lack diversity. Tesla has driven a leap forward in electric vehicle manufacturing with its innovative and sustainable practices.
[bookmark: _Toc121904937]2.1.4 Technical environment analysis
Car manufacturing plants are resource intensive, that is, they use a lot of resources. First, Tesla has spent millions of dollars on research and development of innovative technologies. Arguably, Tesla has changed the tech car industry for the better and has had a positive impact. Innovative products provide the company with a competitive edge in the market. Second, electric vehicles, lithium-ion batteries and fuel efficiency are some outstanding examples of efficient use of energy. With innovations in energy saving technologies, the company is able to develop trends for a sustainable future. Finally, one of the most important features of Tesla is the automation and use of artificial intelligence. For example, OTA updates like any Android and iPhone smartphone. In April 2019, Tesla added the capability of autopilot software to its vehicles. The Autopilot software can be purchased from a Tesla account.
[bookmark: _Toc121904938]2.1.5 Ecological environment analysis
Fuel efficiency and environmental friendliness are two of Tesla's biggest advantages over its competitors. Dead batteries from electric cars end up in landfills, where they cause pollution. In addition, batteries that are not properly disposed of or recycled can produce toxic chemicals that lead to serious illnesses such as cancer and other neurological disorders in the community. In the United States, 27 states have enacted e-waste regulations that require companies to meet targets related to product recycling. For example, in Indiana, 60% of e-waste should be subject to mandatory recycling, and if companies fail to meet targets, they will be fined for inadequacy[7]. It's estimated that Tesla has installed solar panels (3.5 gigawatts) that generate 13 terawatts of clean energy. The company uses this energy for a variety of purposes, such as superchargers and other production facilities. The brand has also developed the world's largest lithium-ion battery in South Australia. Measures such as zero carbon emissions, electric vehicles and superchargers raise environmental protection standards for all other tech and auto industries. It can be said that Tesla has contributed a lot to saving the planet.
[bookmark: _Toc121904939]2.1.6 Analysis of legal environment
Design, technology and uniqueness are very important to Tesla's growth and profitability. The National Highway Traffic Safety Administration, which regulates the U.S. auto industry, sets policies and standards for automakers related to designing, building and operating vehicles under the National Traffic and Motor Vehicle Safety Act. In addition, the federal government recently passed a bipartisan infrastructure bill that makes it mandatory for companies to install forward collision warning systems, automatic emergency braking, and lane-keeping assistance[8]. These requirements will raise the price of cars. In addition, to provide an innovative environment for electric vehicle companies, the government has recently launched the IP Grant Property Scheme to provide companies with financial assistance for various services, such as IP asset management, IP commercialisation and payment for IP related services in the UK and abroad[9].
[bookmark: _Toc121904940]2.2 The impact of industry environment on Marketing Strategy -- Based on Porter's Five Forces analysis
[bookmark: _Toc121904941]2.2.1 Bargaining power of suppliers
In all aspects, the bargaining power of suppliers is weak, because the traditional automobile industry has been developing for a long time, all supply chain links tend to be mature, the market mechanism is relatively perfect, all manufacturers compete fairly, and there is no technological monopoly. Moreover, core technology is the key influencing factor. For example, the battery management system is manufactured by Tesla itself, which has technological advantages compared with other companies, and there is no supplier bargaining power.
[bookmark: _Toc121904942]2.2.2 Bargaining power of buyers
From the point of view of electric vehicles, customers' bargaining power for cars is relatively weak, mainly for the following reasons: First, electric vehicles are purchased by certain groups of people with strong economic strength, who pay attention to things other than money, such as car experience, infatuated with new technology, or even for novelty. Second, there are fewer competitors of pure electric vehicles, and customers have no reference when buying, which leads to the unilateral pricing of electric vehicle companies.
[bookmark: _Toc121904943]2.2.3 Threat of new entrants
As an emerging industry, electric vehicles have high technical requirements. If there is no certain technology, it is still difficult to enter the electric vehicle industry. In addition, the manufacturing cost of electric vehicles is high, and it needs considerable financial support. Compared with other industries, if you are a new entrant, you must have strong funds, so the industry threshold is relatively high.
[bookmark: _Toc121904944]2.2.4 Threat of substitutes
As the industry leader in electric vehicles, Tesla is surely the most threatened by alternatives. From the perspective of environmental protection and energy efficiency, hybrid vehicles and fuel cell electric vehicles are the main alternative products. Hybrid vehicles have been researched and developed for a long time, with increasingly mature technology, high stability and safety, and high market recognition, but there is not much space for automobile innovation. Fuel cell electric vehicle battery life is long, high stability, but the battery system is more complex, fuel cell price is high, the technology needs to be breakthrough.
[bookmark: _Toc121904945]2.2.5 Competition degree of competitors in the same industry
At present, there are also new energy vehicles such as BYD in China, and Mercedes-Benz, BMW and Audi in the international market. More companies will enter this industry. Among new electric car enthusiasts, several brands made in China have a large overlap with Tesla's customer base, while among high-end customers, there is a large overlap between established brands and Tesla's customer base. As BYD has a lot of cooperation with Chinese public transportation service companies, other enterprises are also encouraged by the policy, especially after the "out of control" scandal of Tesla was exposed this year, the sales volume increased[10].
[bookmark: _Toc121904946]2.3 Analysis of internal marketing characteristics of enterprises
[bookmark: _Toc121904947]2.3.1 Target market
Market positioning is the soul of the whole marketing. To extract the most attractive competitive points of the target group and convey them to consumers through certain means, so as to enter into the psychological understanding of consumers, brand marketing is a key link[13]. High-end fashion pure electric coupe, this is Tesla began to give their positioning. For one thing, electric cars do not need to shift gears during acceleration and can achieve sports car performance without the cost of a luxury car. Second, in the period when pure electric vehicles just enter the market, more people are seeking stability rather than novelty for the high-end mentality of cars, and the stable suspicion of new technology will affect their purchase desire. However, for the high-end models of Tesla, these people tend to accept new things, have better environmental awareness, and have a stronger desire to show off. Tesla's high-end energy-saving positioning fully meets their needs[14].
[bookmark: _Toc121904948]2.3.2 Media Selection
Apart from the necessary official content and promotional events, it's hard to see Tesla delivering anywhere else, whether it's in the APP opening screen, the ads in front of the videos, or promotions across platforms. Compared with other brands' annual marketing budgets of several hundred million dollars, Tesla's marketing and launch budget is almost zero. Good products speak for themselves, in line with what Musk calls first principles. Word-of-mouth transmission power, far more direct than advertising, more convincing, the conversion rate is very high. Early Tesla's practice of recommending mileage greatly boosted the enthusiasm of car owners and amplified the effect of word-of-mouth communication. With the increase of the delivery of Model3 and ModelY, the word-of-mouth effect brought by hundreds of thousands of owners has become an increasingly large phenomenon, and it is natural that Tesla has cancelled the mileage incentive for introduction to further save costs.
[bookmark: _Toc121904949]2.3.3 Brand marketing for managers
Musk's reputation in the tech and business world, combined with his influence on the newly acquired market, is no problem with the world's largest market IP, and even a single tweet can move the stock of Tesla or Bit. Many people are attracted to Musk because of his high profile charisma and his achievements in various fields, especially SpaceX's ambitious vision to build a colony on Mars. These favorable feelings for Musk's IP will easily translate into favorable feelings for Tesla, and Musk will naturally become the first person to bring goods to Tesla.
[bookmark: _Toc121904950]2.4 The shortcoming of Tesla's marketing strategy -- the contradiction between brand and pricing
In the early stage of entering China's new energy vehicle market, Tesla adopts skimming pricing strategy, which cuts into the high-consumption market from the positioning of supercars and luxury cars, rapidly opens the brand awareness, and is conducive to the subsequent downward penetration. The target consumer groups are mainly wealthy, influential people and enthusiasts who are obsessed with high-tech cars. They have a certain awareness of environmental protection, and the price elasticity of demand is small, so they are not sensitive to price. On the other hand, celebrity effect and acting in movies can be used to attract media attention, establish a friendly relationship with the media and publicize it to the public, so as to obtain a higher return in the short term and recover the investment as soon as possible[16]. Therefore, in the early stage, Tesla entered the Chinese market with the brand positioning of "high-tech cars + new energy". It first obtained higher profit margins from high-end customers with higher prices, and then launched low-price electric cars to seize market share and ultimately maximize profits. At that time, Tesla had not realized localization, so it was difficult for it to achieve scale effect and enjoy subsidies from the Chinese government. But even if the price is inflated, someone will still pay for it, so high pricing was the best strategy at the time, and the market responded well.
Due to the high price limiting the consumer group of Tesla, since October 2019, Tesla has changed to penetration pricing strategy, a transition from the high-end market close to luxury brands to the low-cost and economical mass market. With the continuous support of the national new energy policy, many automobile manufacturers are actively producing new energy electric vehicles. New forces in the automobile manufacturing industry compete for their market share. However, the market structure of new energy electric vehicles in China is relatively dispersed, and Tesla's market share of 0.2%-0.5% in 2019 is not high. In addition, the turnover increased by -15.4% in 2018[17]. This forced Tesla to change its pricing strategy, achieve its goal of sinking the market, develop more potential customers, and Tesla to take a larger market share in China.
If Tesla continues to slash prices recently, it seems likely that its pricing strategy will shift to Predatory pricing in the future. In Model 3, for example, through its fast frequency and amplitude of big price adjustment Model, it is not difficult to see the tesla's joint venture with traditional pricing standard is the production cost principle and luxury brands taking profits for king, tesla through timely give up production profits, maintaining high market competitive state, which is also the key to tesla subversion market. However, at present, Tesla is eager to adapt to the demand of the mass market for quick profits, which leads to very unstable price. Even if the price is reduced continuously, this phenomenon will greatly affect the trust of old customers on the brand value and brand emotion, and will have a negative impact on the brand image[18]. Therefore, rather than taking the pricing route of a "luxury car" brand, Tesla's pricing strategy is more similar to that of the first generation of Apple mobile phone[19]. At the end of October this year, Tesla cut the price again. Although this behavior can achieve the purpose of year-end momentum to improve performance and accelerate destocking, However, it has damaged the users who have completed the final payment and finished picking up the car within the last month, causing great dissatisfaction among customers. "Tesla is not at the high end of the market," said BMW CEO Martin Ziptzer. "It just likes to cut prices to increase sales. We don't want to do that for the longer term."
[bookmark: _Toc121904951]3. Conclusion
The rise of Tesla is firstly due to external factors, that is, the enterprise can fully understand the macro environment, analyze its change rule, and identify and make use of the market opportunities provided by the external environment. The second is the industry factor, that is, make full use of enterprise resources to build the competitive advantage of the company; Finally, the enterprise marketing market factor, that is, the company design and implement effective marketing strategy. But we also need to see the contradiction between Tesla's "luxury car" brand positioning and its pricing strategy of frequent price cuts. The high-end market has brought high profits for Tesla, but it is also facing competitive pressure from traditional car companies and new forces in car manufacturing. How to maintain the leading position in the industry is also an urgent problem to be solved.
[bookmark: _Toc121904952]4. Recommendations
[bookmark: _Toc121904953]4.1 Stick to cost pricing
Since new energy vehicles internalize the external environmental protection costs in the past, greatly increasing the cost of green products, Tesla also adopted a skimming pricing strategy to enter the market when launching the Model 3. With the maturity of the production and supply system, the production scale effect will be formed, and the production cost of products will gradually decrease. Therefore, it is necessary to optimize personnel structure, build multi-supplier structure and reserve, and integrate external value chain to promote information sharing between upstream and downstream enterprises[20].
[bookmark: _Toc121904954]4.2 Both high-end and mass market
Tesla's niche market is high-end society because it follows a premium pricing strategy. Because of this, it misses out on nearly 83 percent of the U.S. population. If Tesla targeted this audience, their profit margins would be much higher. To do this, they can simply offer consumers an installment offer. This will help them maintain a premium and allow the remaining 83% of consumers to enjoy Tesla's premium features.
[bookmark: _Toc121904955]4.3 Maintain existing advantages in the competition
None of its current competitors has the ability to produce an electric car that can surpass Tesla. Energy is a core competency for Tesla, as they have created not only cars that run on energy, but also powerful lithium-ion batteries to store energy, and solar panels to collect it. As consumers slowly turn to electric vehicles, it is a good thing for Tesla, because Tesla has created many different products for consumers to choose[21].
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