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Abstract: Although Tesla’s global market has been widely studied, comprehensive analyses
specifically focused on its operations and marketing strategies in China remain limited This
study explores how Tesla has achieved notable success in the Chinese market by
investigating the domestic opportunities it leveraged and the challenges it currently faces.
The study addresses a gap in the existing literature, as few sources provide a comprehensive
overview of Tesla’s strategic positioning and adaptation in China’s unique environment. By
assessing government policies, local competition, and digital consumer behavior, this paper
reveals how Tesla has tailored its strategies for a complex and fast-evolving market. Findings
indicate that Tesla capitalized on early policy support and market potential through local
production and direct-to-consumer sales. However, the company now confronts rising threats,
including intensified domestic competition, policy shifts, and evolving consumer
expectations. This paper offers insight into the strategic dynamics of international business in
emerging markets, particularly for companies balancing global brand identity with local
responsiveness.
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1. Introduction

In recent years, the global electric vehicle (EV) industry has grown rapidly, with China emerging as
the world’s largest EV market. Existing researches offer valuable insights into Tesla’s impact on
this sector. Tesla’s entry significantly increased EV demand in China and created demonstration
effects that benefited local manufacturers, though direct competitors experienced price pressure and
market share losses [1]. Tesla’s 2024 China sales grew by 8.8% despite global delivery slowdowns
and mounting domestic competition [2]. Earlier analysis emphasized Tesla’s initial localization
strategy, including its decision to establish a Gigafactory in Shanghai to overcome trade barriers
and access local demand [3]. These findings reveal both the opportunities and tensions in Tesla’s
expansion in China, raising important questions about how the company has adapted to the local
market.

This study will explore three key questions: (1) How has Tesla’s development progressed in
China? (2) How has the company navigated China’s market environment and segmented consumer
base? (3) What marketing strategies has Tesla adopted in China, and what recommendations can be
made in the progressing the digital age?
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Adopting a qualitative case analysis approach, this research draws on industry reports, academic
research, and financial data to evaluate Tesla’s strategic adaptation in China. By addressing these
questions, the study aims to fill a gap in existing literature and contribute to a better understanding
of global-local integration, digital marketing, and competitive strategy in emerging markets.

2. A general recap of Tesla China
2.1. Background

Tesla officially entered the Chinese market in 2013 by introducing its Model S through importing.
Initially, the company practiced through a limited number of showrooms in Tier 1 cities like Beijing
and Shanghai and relied entirely on oversea-production, which led to high tariffs and very limited
market accessibility. Despite Tesla’s strong brand recognition, it’s early performance was
constrained by pricing and infrastructure challenges [4].

In 2018, a significant strategic shift occurred, when the Chinese government relaxed the foreign
ownership restrictions for new energy vehicle manufacturers [5]. Tesla became the first foreign
automaker to take advantage of this policy change.

Two other pivotal moves significantly shaped Tesla’s trajectory in China. First, on June 12, 2014,
Elon Musk made an announcement as meaning that Tesla would open source its patents,which leads
to the mushrooming of Chinese domestic electric vehicle brands, aiming to lower the
competitiveness of fuel vehicles, and it indeed reached that effect. Second, the construction of
Gigafactory Shanghai, completed in just 10 months, reduces the cost and significantly increased
production capacity, making it Tesla’s largest production hub globally. By January 2020, Tesla
began delivering the first domestic-produced Model 3 from the Gigafactory Shanghai, which
allowed Tesla to respond more swiftly to local market demand. The further localization of its supply
chain further enhanced its competitiveness.

2.2. Financial performance

Table 1: Revenue by geographic area

2021 2020 2019
United States $23,973 $15,207 $12,653
China $13,844 $6,662 $2,979
Other $16,006 $9,667 $8,946
Total $53,823 $31,536 $24,578

Since localizing its production in China, Tesla has demonstrated remarkable financial growth in the
region (Shown in Table 1). As reported in its 2021 annual filing, Tesla generated $13.84 billion in
revenue from China, accounting for 25.7% of the company’s total revenue [6]. This made China the
second-largest market for Tesla, trailing only by the United States. The strong growth momentum
was closely tied to the mass production of Model 3 and Model Y in Gigafactory Shanghai, which
significantly reduced costs and shortened delivery cycles. In addition, Tesla achieved over 90%
localization rate in its supply chain, which not only improved efficiency but also helped the
company adapt to local policy and market dynamics.

Tesla’s China revenue more than doubled from $6.66 billion in 2020 to $13.84 billion in 2021,
marking a growth of approximately 105% [6]. Despite global challenges such as semiconductor
shortages and COVID-19-related disruptions, Tesla managed to deliver 484,130 vehicles in China
that year, proving the country’s strong demand base and Tesla’s ability to scale rapidly.

190



Proceedings of ICMRED 2025 Symposium: Effective Communication as a Powerful Management Tool
DOI: 10.54254/2754-1169/2025.BL24134

To sum up, Tesla’s financial performance in China reflects not only revenue growth but also
strategic operational advantages that support its global ambitions. The combination of
cost-efficiency, policy alignment, and market responsiveness has turned China into a pillar of
Tesla’s long-term growth.

3.  Market environment and users’ persona
3.1. Analysis based on Porter’s Five Forces

To evaluate Tesla’s market position in China, Porter’s Five Forces framework provides a useful
lens for analyzing the industry’s competitive dynamics.

Threat of New Entrants Government subsidies and favorable policies have lowered entry barriers,
encouraging a surge of EV startups. According to CSIS, China has spent over $230 billion
supporting the EV industry since 2009 [7]. Companies like XPeng, NIO, and Li Auto have rapidly
gained traction—XPeng, for example, reported a 331% year-over-year increase in Q1 2025
deliveries [8].These emerging players are narrowing the gap with Tesla, especially in the mid-range
smart EV segment.

Bargaining Power of Suppliers Tesla’s Gigafactory in Shanghai has allowed over 95% of parts to
be locally sourced by 2022 [9], reducing dependence on foreign suppliers. However, for core
components like batteries, Tesla still relies on CATL, which also supplies other major automakers
[10]. This concentration gives certain suppliers moderate bargaining leverage.

Bargaining Power of Buyers Chinese consumers are increasingly informed, tech-savvy, and
price-sensitive. Domestic EV brands are gaining favor by offering comparable features at
competitive prices [11]. As consumer expectations rise—especially regarding performance,
software, and smart connectivity—Tesla must continue differentiating its offerings through
innovation and digital integration.

Threat of Substitutes Traditional fuel vehicles are losing ground due to environmental
regulations. Meanwhile, smart EVs from local brands like NIO and XPeng now offer comparable
autonomous features, eroding Tesla’s first-mover advantage [12].

Industry Rivalry Tesla faces fierce competition from both global and local players. BYD, for
instance, delivered over 1 million vehicles in Q1 2025 [13] Continuous price and tech competition
make this one of the most aggressive EV markets in the world.

3.2. Tesla’s consumer profile

Tesla’s customers in China are highly concentrated in first-tier cities. In 2020, Shanghai alone
accounted for over 33,000 deliveries, followed by Shenzhen and Beijing with more than 14,000
units each [14]. This geographic trend reflects an urban elite user base with strong purchasing
power and high exposure to new technology.

Income distribution data further shows that the majority of Tesla owners fall within the RMB
400,000-900,000 annual income range, with peaks around RMB 400,000—-500,000 and 700,000—
800,000 [14]. These figures suggest that Tesla is mostly attracting affluent middle to upper-middle
class consumers—individuals who can afford premium vehicles but are still attentive to brand
comparisons and value-for-money considerations.

Psychologically, the profile leans toward expressive, status-conscious individuals. Nearly 60%
describe themselves as extroverted and energetic, with many identifying themselves as passionate,
lifestyle-oriented, and self-confident [14]. These traits align closely with Tesla’s branding as a
symbol of innovation, individualism, and futuristic mobility.

In  summary, Tesla’s core Chinese customers are urban, wealthy, and
personality-driven—motivated not just by product utility, but by symbolic and emotional value.

191



Proceedings of ICMRED 2025 Symposium: Effective Communication as a Powerful Management Tool
DOI: 10.54254/2754-1169/2025.BL24134

Understanding this profile is key to refining future campaigns and maintaining competitive
advantage.

4.  Marketing strategies in China

Tesla’s marketing in China is characterized by a direct-to-consumer sales model combined with
rigorous localization and cost leadership. For distribution, Tesla bypasses traditional dealerships by
selling online and in its own experience centers, which cuts intermediaries and allows more flexible,
competitive pricing [15]. This direct model is supported by localized manufacturing and supply
chains — notably the Shanghai Gigafactory — yielding economies of scale that reduce costs [16].

In fact, Tesla has been able to price its cars in China lower than in Western markets, reflecting a
strategy of continuous price reductions to make its EVs widely affordable [16]. Such cost-based
marketing entails frequent price adjustments in response to cost improvements, and Tesla openly
leverages this approach to boost volume and market share [16]. At the same time, Tesla executes
localized marketing tailored to Chinese consumers. It integrates Chinese cultural elements and
platforms into its brand messaging — for example, co-branding with a popular domestic video game
and a local coffee brand to resonate with local interests — and participates in China’s e-commerce
live streams and shopping festivals to engage consumers on familiar digital platforms [4]. Tesla also
encourages social media word-of-mouth by prompting owners and fans to share content on major
apps, thereby harnessing viral marketing via channels like Weibo or Douyin [4].

Through these efforts, Tesla has cultivated a high-tech, environmentally friendly, and
fashionable brand image that aligns with young Chinese consumer preferences [4]. Chinese
consumers have responded positively to Tesla’s innovative product features and distinctive brand
persona, which have successfully captured their attention [15]. Unlike traditional foreign
automakers that rely on premium positioning, Tesla positions itself in China as an accessible
mass-market leader — “the Toyota of electric vehicles” rather than a luxury “BMW” — prioritizing
value-for-money and broad adoption over high margins [16]. This combination of direct sales,
localized production and messaging, aggressive pricing, digital engagement, and strategic brand
positioning has given Tesla a unique competitive edge in the Chinese market.

5.  Recommendations in the digital era

To maintain its competitive edge in China’s rapidly evolving EV market, Tesla must adjust its
marketing strategy to better align with local consumer expectations and digital trends.

First, Tesla should consider expanding its product line to include more affordable models. While
Tesla’s current offerings appeal to mid-to-high-income buyers, local competitors like BYD
dominate with a broader price range. Introducing entry-level models would allow Tesla to reach a
wider audience without sacrificing brand identity [17].

Second, localization efforts must go beyond production. Tesla should deepen cultural integration
by collaborating with local brands, participating in national festivals, or incorporating Chinese
cultural elements in limited editions. These tactics have been proven effective in past co-branding
cases and could further enhance Tesla’s emotional connection with consumers [18].

Third, Tesla should intensify its presence on local digital platforms. While the company already
engages on Weibo and Douyin, more structured influencer collaborations with Key Opinion
Leaders (KOLs) could significantly increase consumer trust and brand reach, especially among
younger demographics [18]. In China’s digitally saturated market, brand visibility is often built
through consistent, localized content and interaction.

Fourth, improving after-sales service is essential. Although Tesla has improved its service
network, gaps in communication and response time remain key consumer pain points. Investing in
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faster, more personalized customer service would not only increase satisfaction but also generate
positive word-of-mouth in online communities [18].

Finally, Tesla should offer more flexible financing solutions. Zero-interest installment plans or
subscription-style leasing could attract younger, aspirational buyers who are price-sensitive but still
value Tesla’s brand and technology [19]. Together, these recommendations align with Tesla’s
long-term goals while responding more effectively to the unique digital and cultural environment of
the Chinese market.

6. Conclusion

This paper examined the key factors behind Tesla’s success in China, focusing on its entry strategy,
financial growth, market environment, consumer characteristics, and marketing practices. The
analysis indicates that Tesla’s achievements stem from a combination of early localization, cost
control through domestic manufacturing, and a distinct brand identity rooted in technology,
innovation, and environmentalism. Through direct sales, digital engagement, and culturally relevant
brand positioning, Tesla has established a strong presence in a highly competitive and dynamic
market.

However, sustaining this success will depend not only on technological leadership and
production capabilities but also on the company’s ability to adapt to shifting consumer expectations
and the strategic agility of local competitors.The Chinese consumer base is evolving—more
informed, more demanding, and more emotionally connected to domestic brands. In this context,
Tesla must go beyond cost advantage and build deeper cultural and service-based connections with
Chinese users.

However, this study has certain limitations. It is based primarily on secondary data and case
analysis, and lacks primary fieldwork or direct consumer interviews, which could have provided
richer behavioral insights. In addition, the fast-changing nature of China’s EV market means that
some competitive dynamics may shift quickly after publication. Future research could explore
Tesla’s localized R&D efforts, user satisfaction with digital services, or longitudinal comparisons
with other foreign automakers entering the Chinese market.
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