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Abstract. This paper examines the evolving dynamics of Tesla’s marketing strategy in the
context of growing financial pressures and intensifying market competition. Tesla’s
distinctive “zero-dollar marketing strategy”, driven by product innovation, commitment to
sustainable energy, Elon Musk’s influence, and viral brand moments, has historically created
strong brand equity without traditional advertising expenditure. However, declines in the
company’s automotive gross margin of recent years reflect the significant impact of global
EV (electric vehicle) price wars, heightened competition, and changing consumer demands.
Focusing on the tradeoffs between maintaining unconventional marketing model and
embracing more traditional approaches that align with the innovative brand identity, this
paper delves into Tesla’s dilemma in balancing brand growth with financial health. Through
an analysis of Tesla’s segmentation, targeting, and positioning, as well as multiple financial
metrics, the study suggests that strategic recalibration is necessary. A series of initiatives are
recommended, including prioritizing market share retention while increasing cost efficiency,
structuring storytelling-based campaigns to communicate technological superiority and
sustainability ethos, and closely monitoring balanced KPIs across finance and marketing. In
summary, Tesla’s capacity to adapt its marketing efforts without compromising brand
authenticity is vital for sustaining leadership in the EV industry and achieving long-term
profitability.
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1.  Introduction

Tesla, Inc., founded in San Carlos, California in July 2003 by Martin Eberhard and Marc
Tarpenning, was established with the ambitious mission to accelerate the world’s transition to
sustainable energy [1]. Since the establishment especially the join of Elon Musk as CEO, Tesla’s
innovative efforts swiftly redefined the automobile industry, advancing traditional car making
towards global sustainable development goals [2]. Under Elon Musk’s leadership, the company has
grown from a niche startup, who survived the financial crisis of 2008, into today’s leading force in
the EV (electric vehicle) industry [2, 3]. Reviewing its successful history, Tesla launched its first
Roadster in 2008, followed by its IPO on Nasdaq in 2010 then the launch of the groundbreaking
Model S. Since then, Tesla’s product portfolio has grown significantly to encompass a series of
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high-performance EVs including the Model 3, Model X, Model Y, and the Cybertruck, along with
green energy solutions such as home solar panels and Powerwall batteries [4]. This vertical model
that integrates in-house product designing, manufacturing, selling, and services has enabled Tesla to
keep control of its offerings and user experience [4].

One of the key factors behind Tesla’s rise is its “zero marketing strategy”, which means
deliberately discarding traditional advertising methods. Instead, the company has successfully
established a huge brand equity through relentless product innovation, Elon Musk’s highly
influential and often bold persona, as well as viral marketing moments such as launching a Roadster
into space [5]. This strategy, combined with a direct-to-consumer sales model that bypasses the
traditional dealerships, has created a powerful and authentic brand image and established a
prominent position in the global automobile industry [6]. Tesla has now become synonymous with
technological progress and a forward-looking vision of transportation [7]. Such a strategy echoes
with Keller’s customer-based brand equity (CBBE) model in nurturing a powerful brand identity [8].
Consumers contribute to the forming of positive judgements based on Tesla’s innovative attributes,
seeing it as a leader in technology and sustainability [7]. The deep emotional connection created by
Tesla via social media further turns into strong brand resonance that solidifies the loyalty of
customers who would actively advocate for the brand through word-of-mouth and online
community engagement [9].

2.  Financial context

Tesla’s financial performance over the past few years tells a story of rapid growth accompanied by
evident challenges. Although total revenues saw impressive increase from $53.8 billion in 2021 to
$81.5 billion in 2022, $96.8 billion in 2023 and $102.0 billion in 2024, the company’s profitability
has been affected by the pressure [4, 10-12]. According to its annual reports, within recent years,
Tesla’s gross margin total automotive has declined from 29.3% in 2021 to 19.4% in 2023 [12]. Such
a decline is primarily attributed to lower average selling price for its vehicles resulted from overall
price reductions, changes in sales mix, and the strengthening U.S. dollar against other currencies [4,
12]. Despite this, alongside the total revenue growth, net income attributable to common
stockholders has also increased owing to factors like a significant non-cash tax benefit [12].

However, the evident pressure in the automotive segment cannot be ignored. The impact on
profitability metrics is significant. Article in The New York Times reported that, as a direct
consequence of lower average price derived from fierce competition in EVs, despite Tesla’s profit in
Q4, 2023 doubled to $7.9 billion from $3.7 billion of the previous year, $5.9 billion of it was from a
tax benefit which was a one-time effect, and actual profit would have fallen without it [13].

Beyond the core business headwinds, Tesla has found relief in other segments. For example, in
fiscal year 2024 there was a 54% increase in automotive regulatory credits and a 67% surge in
revenue of energy generation and storage segment compared to 2023 [4]. Meanwhile, the company
proactively invests in future growth, with Research and Development (R&D) expenses rising by
29% in 2023 and 14% in 2024 primarily driven by costs for AI, Cybertruck and other programs [4,
12].

3.  Finance analysis

According to its recent annual reports, Tesla’s gross margin total automotive has declined from
28.5% in 2022 to 18.4% in 2024 (total gross margin has also fallen from 25.6% to 17.9%
considering other segments), driven primarily by price reductions and costs of Cybertruck ramp-up
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[4, 11, 12]. It is clearly observed that the automotive gross margin slump to 19.4% in 2023 occurred
consistently with wide-ranging price cuts [12]. Cost of automotive sales revenue is impacted by
multiple factors such as materials, labor, FSD (Full Self-Driving) (Supervised) ongoing maintenance
costs, electricity costs for free Supercharging programs, etc. [4]. While competitive pressures
intensified as rivals constantly launching new EVs, Tesla has partially offset gross margin pressures
by revenues from automotive regulatory credits and updatable features like FSD (Supervised) [4, 11,
12].

Furthermore, evident price elasticity can be seen in demand responsiveness to financing options
and model updates. For example, Tesla’s provision of financing options since 2022, such as the 0%
APR (annual percentage rate) financing deal for qualified buyers, has significantly driven sales (1.8
million vehicle unit sales in 2023, a 35% increase from 2022) despite the eroded profit margin [11-
14]. Overall, dynamics in financial metrics highlight Tesla’s efforts to balance between retaining
market share and increasing profitability.

4.  Market challenges

The primary challenge faced by Tesla is the increasingly intensifying competition in the electric
vehicle market. This industry is close to being saturated as automotive giants like BYD, General
Motors, Ford, Volkswagen, and Hyundai are expanding their EV portfolios [13, 15]. These
traditional manufacturers’ reduction in prices may compel Tesla to cut prices to defend its market
share and increase investment in more affordable vehicles for the mass market [16].

Catering to the price war has made a clear and negative impact on profitability. As noted, Tesla’s
gross margin total automotive slumped from 28.5% in 2022 to 19.4% in 2023 and remained 18.4%
in 2024 [4]. This reflects the pressure brought by not only the U.S. competitors but also the
international ones, especially Chinese EV companies who can benefit from government subsidies,
tax relief and consumer incentives [3]. As an increasing number of new entrants join the market,
Tesla has no choice but to compromise on pricing power and profit to win living room [3]. Overall,
increasing competition and market saturation cause a substantial threat to the company’s long-term
market share and financial performance.

5.  Marketing analysis

Prioritizing innovation, sustainability, and customer experience, Tesla’s marketing can be examined
by the STP (Segmentation-Targeting-Positioning) principles, which should be further applied to its
new products in a more competitive setting [6, 17].

5.1.  Segmentation

Tesla primarily bases its market segmentation on clear customer perceptions, demographic profiles,
and lifestyle factors [6]. “Tesla enthusiasts” with strong positive perceptions and great interest in
battery electric vehicles account for the largest proportion. Beyond this, the company also targets
consumers with environmental consciousness and those keen on innovation and advanced
technology, who reinforce its mission of accelerating the world’s transition to sustainable energy [1,
6, 18]. For instance, Tesla has successfully targeted thousands of environmentalists who have solid
emotional connection and user stickiness with it by means of trendy brand orientation, not to
mention its identification of early and late adopter segments for its strategic approach [18, 19].
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5.2.  Targeting

Tesla strives to maintain its leadership role in EV technology and renewable energy, building its
brand identity around innovation, technology and environment [6]. As discussed, it primarily targets
consumers who embrace sustainable technologies and environment-oriented ways of life. Residing
its market strategy in unwavering commitment to these areas, Tesla is constantly introducing
innovative features such as Autopilot and over-the-air software updates that extend the automotive
technology boundaries and shape collective consciousness [6]. Moreover, Tesla’s direct-to-consumer
selling model has given itself irreplaceable authority over customer experiences, cultivating a
customer-centric culture that activates word-of-mouth marketing and community engagement [6].
The influential charisma of CEO Elon Musk, recognized as Tesla’s biggest asset, further contributes
to building public awareness globally and is pivotal to the success of its “zero-dollar” marketing
strategy [5].

5.3.  Positioning

Tesla has been cultivating its distinct brand identity, positioning its EVs as embodying the “futuristic
transportation” concept [6]. Beyond mere utility of a traditional car maker, Tesla positions itself as a
leading automotive technology and sustainable energy innovator. This position is consolidated by its
unwavering emphasis on innovation and commitment to product quality and user experience [6, 15].
Aligning itself with the EV movement, Tesla has grown into a go-to choice for electric vehicles [6].
Thanks to its superior technologies in battery and autonomous driving, Tesla holds a relatively
monopolistic position in the EV market [15]. To drive growth, it continuously invests in R&D and
new products, maintaining its core competencies while diversifying product portfolio and market
reach [20]. Despite the success of its unconventional marketing, intensifying competition is leading
to the rethink of its strategy and the actions including price cuts, launching new products like home
solar energy systems, and extending services like personalized automobile insurance, to targets
broader segments [4, 15, 20].

6.  Marketing vs. finance dilemma

Tesla’s operation is now standing at a crossroads, which urges proactive actions to ease the tension
between its unconventional marketing approach and the demands of financial health. Historically, its
“$0 marketing strategy” was remarkable, successfully driving market demand and building a
visionary brand on product innovation and Elon Musk’s personal charisma without paid advertising
like its rivals [5]. This approach gave opportunity to increased investment in R&D and production
improvement that fuel its growth.

However, the current market situation is challenging this model. To maintain its competitiveness,
Tesla must implement price cuts which is a financial measure with direct marketing implications. On
the other hand, it will erode the profitability that was designed to be protected by the company’s
unique marketing strategy [15, 18]. This put Tesla in an obvious dilemma, as illustrated in Figure 1.
Should Tesla abandon its unconventional way of brand-building and invest in conventional
marketing to defend its position against aggressive competitors, or should it insist on its organic
growth with novel marketing and flexible pricing actions, facing the risk of further undermined
profit margins or loss of market dominance [4, 5]? The tricky point is the difficulty in tradeoffs
between short-term financial growth with higher margins and long-term market share of brand [3].
The mention of “tailor our marketing efforts accordingly……through investments in customer
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education and advertising as necessary” in its annual reports reveals the company may already be
prepared to make changes to its long-standing strategy [4, 12].

Figure 1. Analysis of Tesla’s strategic dilemma (picture credit: original)

7.  Recommendations

To effectively address the current challenges, Tesla should adopt a multi-faceted approach that
considers innovation, strategic marketing, and financial health in a balanced way. This requires a
nuanced calibration of priorities between market share and profitability, empowered by targeted
measures and consistent performance monitoring.

7.1. Prioritizing market share with an eye on profitability

Over the next three years, Tesla should strategically prioritize market share retention, as its long-
term influence and economies of scale depend on this. The dramatic decline in gross margin total
automotive throughout 2023 underscores the financial implications of the price war in the EV
market [12, 13]. However, in a rapidly evolving market, ceding ground to competitors could have
more adverse effects in the long run [4, 13].

This strategy should involve accepting slightly lower margins in the short term to secure its
leading position, while simultaneously seeking new growth opportunities through deliberated
branding strategies for new products and pursuing aggressive cost reductions through upgraded
battery technology, increased commonality of parts, improved production innovation and efficiency,
better logistics management, and appropriate operating leverage [3, 4, 15, 20].

7.2. Adapting the market strategy

As noted, Tesla’s brand identity is one of its most valuable assets. If it plans to implement more
conventional marketing strategy, it should make the actions align with its innovative image.

Instead of imitating traditional car advertising, Tesla should feature its campaign on storytelling,
highlighting its technological superiority (e.g. Autopilot, FSD, battery cells), commitment to
sustainability, and the unique user experience [1, 4]. Leveraging endorsements by influencers with
technology expertise or inviting credible technology and automotive reviewers to conduct and
disseminate transparent, data-driven tests on social media would be consistent with the brand’s
identity of engineering excellence [6].
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Marketing can also establish deeper emotional connections by linking the brand to memorable
cultural moments and values [21]. Creating unique product messages and designs that resonate with
diverse audiences can enable a clearer brand ethos that goes beyond just product technical
parameters and becomes deeply ingrained in people’s minds, being particularly important for
emerging products like electric motorcycles and humanoid robots [20].

7.3. Monitoring Key Performance Indicators

To ensure evolved marketing efforts contribute to financial health, the company should monitor a
balanced set of Key Performance Indicators (KPIs), which are as shown in Table 1.

Table 1. KPIs that balance brand growth with financial performance

Category Indicator Explanation

Financial KPIs

Gross Profit Margin To track the direct effects of pricing and cost-saving measures
Customer Acquisition

Cost Crucial for evaluating the efficiency of any paid marketing campaigns

Return on Equity and
Earnings per Share To assess the overall profitability from a holistic view

Marketing and
Brand KPIs

Market Share The primary criterion for measuring competitiveness
Brand Awareness and

Reputation Can be monitored through public surveys and media sentiment analysis

Customer Engagement
and Loyalty

Can be measured by repeat purchase rate, the success of referral
programs, and interactions in the online community

8.  Conclusion

In conclusion, Tesla is standing at a critical juncture that urges it to navigate the inherent tension
between its unconventional zero-marketing strategy and the pressure to defend financial health
amidst the intensifying market competition. While its unique marketing approach has succeeded in
building a powerful brand and loyal customer community, price wars in the EV market and
consequent profit erosion suggest quick actions in strategic recalibration. Recommended initiatives
involve an integrative focus on market share retention through competitive pricing and cost-
efficiency improvement, while adapting marketing efforts subtly to highlight its innovative ethos
without compromising brand authenticity. By conducting targeted campaigns and closely monitoring
selected KPIs, Tesla will be on the right track to maintain its leadership role in the global
marketplace and achieve its long-term vision. This strategic agility, in a word, is essential to support
Tesla’s mission of accelerating the global transition to sustainable energy.
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