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This report is written to present the strategic analysis of Tesla which is the global leader in electric vehicles and sustainable energy field. Well-established frameworks such as 
Porter’s Five Forces, SWOT analysis, PESTEL, and BCG Matrix are gone be used to assess Tesla’s performance and strategic orientation.
The key factors for its success are the innovative work in EV technology, battery development, and autonomous driving software. Tesla built its name and established themselves as a leader in the global transition mostly because of sustainable transport and the way they included Artificial Intelligence (AI) and renewable energy sources into transforming them into the most important part of their business. Considering that Tesla has so many advantages, nothing comes without disadvantages, because as a big company, Tesla still must confront issues such as: supply chain problems, escalating rivalry, volatory raw materials prices, and regulatory constraints. In addition to fulfilling their ambitious plans, they require significant capital investments so they can maintain their position in the competitive edges. 
Additionally, this report will explore Tesla’s dedication to sustainability and how the legal compliances influence the long-term growth of it. To maintain a competitive edge, Tesla takes a big consideration for contributive factors such as research and development, vertical integration, and market expansion.
Electric vehicles sales are rising annually, and Tesla nevertheless has seen huge revenue growth in its financial operations. But few necessary components such as lithium and semiconductor chips are making profit margins, and flexibility being limited. Tesla needs to take into consideration a strong pricing strategy that will avoid losses and will maintain the market-leading position in the fast growth of the electric vehicles industry.
There are few suggestions benefic for Tesla’s future prosperity hinges:
1. Build reasonably priced electric vehicles.
2. Increase global presence.
3. Build a strong supply chain.
4. Accelerate the development of totally autonomous driving technologies.
5. Focussing more on corporate principles and vision.
By using these tactics, Tesla will maintain its market dominance and overcome obstacles. A thorough road map for Tesla’s future development and a strategic capacity is presented in this report.
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1.0 Introduction

Tesla Inc. is known globally as being the leader of electric vehicles and green energy sector because of its innovative business practices, dedication to sustainability, and technological breakthroughs. Tesla was founded in 2003 by Martin Eberhard and Marc Tarpenning and since then has redefined the automobile industry by developing new battery technology, autonomous driving software, and electric mobility (Tesla, 2023). Thanks to its vertically integrated strategy, Tesla can control production, energy solutions, and direct sales which helped maintain its position in competitive edges because of lowers costs compared to traditional manufacturers (Liu & Meng, 2022).
Strategic management is a key for each business because a few factors such as competitive advantage, sustainability, and business growth depend on it. Hill, Jones, and Schilling (2022) mentioned that strategy is incredibly important when you set long-term objectives which are based on both internal strengths and external market conditions. A well-based strategy can allow businesses to foresee market trends, reduce risk, and open new possibilities.
This report will offer an in-depth strategic analysis of Tesla, looking at the company’s development in the last three years. Few frameworks such as Porter’s Five Forces, SWOT analysis, PESTEL, and BCG Matrix will be used to evaluate Tesla’s competitive position and market environment. In this report will also be found an examination of Tesla’s current differentiation strategy, which promotes sustainability and innovation. Furthermore, Tesla’s market positioning, strengths, and weaknesses while considering external and internal variables that affect its strategic orientation will be assessed. Doing the fact that Tesla had a rapid expansion into new markets, such as China and Europe, which also mean investment in the renewable energy solutions. This report will evaluate the long-term viability of its business model.

Furthermore, this report will offer insights into how Tesla may maintain its competitive edge while dealing with issues such as production scaling, regulatory compliance, and consumer expectations by examining the company’s strategy through academic and industry perspectives. Its aim also is looking to provide strategic suggestions to boost Tesla’s future expansion. Doing this strategic evaluation is crucial for a better understanding of Tesla’s trajectories in the coming years.
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2.0 Main Findings

2.1 Theoretical Frameworks and Application to Tesla

An in-depth comprehensive examination of Tesla’s strategic capabilities requires a recognised theoretical framework. Porter’s Five Forces, SWOT analysis,and PESTEL analysis will be used to understand Tesla’s market environment, competitive standing, strengths and weaknesses, and stakeholder’s influences.

2.1.1 Porter’s Five Forces Analysis

Porter’s Five Forces framework (1979) is an organised method for examining the competitive forces affecting Tesla’s position in the electric vehicle market.

Threat of a New Entrants (Moderate)
The electric vehicle market requirements make it significantly difficult to entry because of high capital investment in research, development, and manufacturing. New competitors find it challenging to compete in the market due to Tesla’s well-known brand, cutting-edges technologies, and large network of Supercharges (Porter, 1979). Competition is increasing because of government support and the appearance of new electric vehicle companies such as Rivian and Lucid Motors (Bloomberg, 2024). In addition to it, Ford and General Motors are making a strong entry into the market (The Economist, 2024).

Bargaining Power of Suppliers (Moderate to High)
Tesla relies on specialized vendors for batteries, semiconductors, and AI-powered car systems. The supplier power is increased by a limited number of battery providers such as Panasonic, LG Chem, and CATL (MarketWatch, 2025). Nevertheless, Tesla’s vertical integration approach, which also includes internal battery manufacturing, reduce dependency and increase cost control (Panmore Institute, 2024).

Bargaining Power of Buyers (High)
The power of consumer bargaining has increased due to growing numbers of alternative electric vehicles producers. Due to rising competition, brands such as BYD and Volkswagen offer buyers more choices (Statista, 2024). Because of Tesla’s high pricing strategy, cost-sensitive customers have the tendency to look for more affordable alternatives (Business Insider, 2025). Furthermore, Tesla’s direct-to-consumer business strategy makes it more dependent on brand loyalty and customer pleasure (Vox, 2025).

Threat of Substitutes (Low to Moderate)
The decrease in internal combustion engines (ICE) vehicles, promoted by environmental issues, has diminished direct substitution threats fact that allows hydrogen fuel cell automobiles and hybrid versions (e.g., Toyota Mirai, Honda Clarity) to offer alternate technologies (Harvard Business Review, 2024). Tesla responds by perpetually enhancing battery technology and autonomous driving features (Investopedia, 2024).

Industry Rivalry (High)
Established automakers and recent arrivals have made significant investments in the heavily competitive electric vehicles market which made the competition act in such a way that, high brand names such as BMW, Mercedes-Benz, and Toyota are increasing their electric vehicles offerings, while new arrivals such as Nio and Rivian are putting  more pressure on the market (The Verge, 2025).The competition is predicted to increase as electric vehicles usage rise, Tesla keep its position thanks to its technology innovation, vast Supercharger network, and AI-driven features (Panmore Institute, 2024).

2.1.2 PESTLE Analysis

With the help of PESTLE Analysis framework, the macroenvironmental elements that affect Tesla’s operations and strategic posture will be evaluated. Aguilar (1967) originally introduced this framework as for environmental scanning concept which later developed into today’s framework which evaluates the macroenvironmental factors.

Political Factors
Hill, Jones, and Schilling (2022) mentioned that governments all over the world encourage the adoption of electric vehicles by enacting tax breaks and tighter pollution control. Tesla’s supply chain also has been affected due to the U.S.- China trade restrictions which made it harder for the company to purchase critical raw materials (Johnson, Scholes, and Whittington, 2023).

Economic Factors
Due to the factors such as interest rates, inflation, and changes in raw materials (e.g. lithium and cobalt), all influence Tesla’s performance which also have a direct effect on profitability and cost of vehicles production (Grant, 2022). According to Hill, Jones, and Schilling (2022) Tesla’s premium price approach makes it unapproachable to markets with lower disposable income.

Social Factors 
One of the top reasons of Tesla’s improved market attractiveness is its way of approaching sustainable mobility (Johnson, Scholes & Whittington, 2023). However, Tesla also has risks for its reputation due to job automation in manufacturing and moral labour practices (Grant, 2022).

Technological Factors
To maintain the industry leadership, Tesla must continuously invest in research and development which is beneficial for advancements such as electric mobility and software-driven vehicles (Johnson, Scholes & Whittington,2023).



Legal Factors
As a big company, Tesla adherence to vehicle safety, emissions standards, and data privacy laws is crucial. Tesla’s use of customer driving data was challenged by data protection rules such as General Data Protection Regulation (GDPR) in the EU (Pearson & Robinsons, 2019). Additionally, Tesla has gone through multiple investigations related to Autopilot, which made the company comply more with the ethical compliance requirements and transparency requirements (Ferrell, Fraedrich & Ferrell, 2021).

Environmental Factors
It is well known that Tesla promotes sustainability through electric vehicles, solar power, and battery storage. Nevertheless, its operations are deeply criticised because of battery waste. Due to this issue the business is demanded to adopt ethical sourcing, closed-loop system, and open environmental reports (Bocken et al., 2021; Geissdoerfer et al., 2017; Elkington, 2018).

2.2 Current Strategy Used

Porter’s Differentiation Strategy aligns the best with Tesla’s strategic objectives because the strategy itself involves offering highly innovative and technologically advanced items that justify the high price. Tesla’s electric vehicles, which provide high performance, autonomous driving capabilities, and clean energy integration, made the company highly famous and different from other automakers (Musk & Kallo, 2022). Lambert (2023) mentioned that Tesla has a vertical integration	model which entails owning production, battery technology, and a private charging network, facts that set it unique from other competitors.
Mintzberg’s Entrepreneurial and Design School of Thought are found in Tesla’s strategic approach. The Entrepreneurial School emphasizes visionary leadership, and as a CEO of Tesla, Elon Musk demonstrates and exemplifies this with his audacious, innovative-driven approach and his long-term viewing ideas. Tesla demonstrated during few years that its seamless integration of production, distribution, and sustainability objects align well with the Design School methodical strategic planning (Mintzberg et al., 2005).

Recent research confirmed the effectiveness of this model. In Tesla’s 2023 annual report it is mentioned that the business delivered more than 1.8 million vehicles worldwide, grow its gross margins via international innovation, and expanded its market share in the solar and storage sector (Tesla, 2023). The company had ongoing improvements in manufacturing automation and AI abilities, but along with those the business also announced a significant increase in free cash flow. According to Tesla (2023) new Gigafactories have been opened in Texas and Berlin. The result of the strategies applied demonstrated how Tesla can adapt and have a strategic consistency in an atmosphere of uncertainty.

Its innovation and integrated services have maintained Tesla’s competitive edge unlike other competitors such as Ford, Volkswagen, and BYD which they try to compete on price and volume. Other automakers concentrate on making an accessible switch to electric platforms, while Tesla maintains its leadership through first-mover advantage, strong brand equity, and investment in next-generation technologies (IEA, 2023).
Tesla’s leading way have proven a strong ability to match innovation with strategic aim.

2.3 Strengths of the Current Strategy

Tesla’s current strategy it is based on the approach is taking about capacity to balance innovation, technology, and value showed to stakeholders. Few of the most unique Tesla’s approach is the integration between manufacturing, software, energy generation, and retail because is giving the company control over the customer experience and boosts operational efficiency (Teece, 2018; Chesbrough, 2020). Tesla have outperformed other automakers because its own way of being different and the way the company provided value-added features and ongoing development such as energy storage systems, full self-driving (FSD), and over-the-air software upgrades.
From a stakeholder perspective, Tesla’s approach is advantageous to several numbers of important organisations. 
According to Bohnsack et al. (2021) customers who bought Tesla’s products were provided with high-end products that not only fulfil but often exceed their expectations. The company innovation offers advanced safety systems, responsive handling, and seamless ownership experience. With the app-based ecosystem, Tesla improved customer convenience and experience because the app is building real-time diagnosis and autonomous driving which helped in brand connection and consumer loyalty (Bohnsack et al., 2021; Schilling, 2022).
The company has been in several time highly criticised for the high requirements from its employees and the labour conditions. However, Tesla still invest in workforce development through Gigafactories meanwhile offers its employees to work in fast-paced, high-growth environment where innovation is prioritised (Schilling, 2022). Talented employees are attracted to the company’s innovative culture and unique technologies such as AI and robotics, and they feel powerful attracted to work in such an environment.
Investors are attracted to Tesla strategy because its profitability, scalability, and global relevance (Pisano, 2015). Steady rise in vehicle deliveries, investment in energy and autonomous technology, and market expansion maintain the long-term shareholder value. Tesla demonstrate a strong strategic posture and a unique market capitalisation which show its confidence in ability to scale innovation across industries.
Porter & Kramer (2011) stated that suppliers and partners can benefit through long-term beneficial collaboration, in Tesla case being the battery development, AI systems, and material sourcing. To achieve good ties with regional governments, Tesla’s localisation plan lowers logistical and geopolitical risks.
One of the best strategy Tesla uses, is resource efficiency. From design to distribution, Tesla maintain robust cash flow and is doing so by vertically integrating essential elements of its value chain (Zahra & Pearce, 1989). Tesla have made impressive investments in research and development, which is a key movement for quick innovation cycles and first-mover advantages.

Tesla’s strategic product positioning with BCG Matrix is described as follows:

Stars: By leading the electric vehicles in high-grow markets, Model 3 and Model Y have the advantage of strong sales and consistent innovation.
Cash Cows: The Supercharger Network maintains Tesla’s environment by promoting brand loyalty and bolstering infrastructural supremacy.
Question Marks: Semi and Cybertruck have great potential but await market validation and broad adoption.
Dogs: Tesla still see as crucial to achieve its goal for green energy the Solar Roof and Powerwall despite their poor performance.

Because of its many capabilities such as stakeholder integration, brand equity, technological leadership, and operational control, Tesla way of applying strategies work well overall. It has a unique way to maintain its innovation during an undergoing internationally development meanwhile it is adapting to new social, economic, and environmental standards. The way Tesla use the ability to match stakeholder’s interests with business operations made it be a leader in the future of sustainable energy and mobility.

2.4 Weaknesses and Risks of the Strategy

Despite being innovative, the business strategy is exposed to few internal and external risks that might compromise stakeholder satisfaction and long-term survival. As Tesla become the worldwide industry leader, these weaknesses also significantly increasing.

Consumers: Because of Tesla’s high vehicle prices, the company is facing criticism, and many people see it as inaccessible even if they are promoted as mainstream substitutes (Kotler et al., 2022). Even if Model 3 and Model Y of Tesla’s catalogue are tagged as being reasonable priced models, many consumers worldwide cannot afford it mostly due to inflationary pressures in 2024. Inconsistency in after-sale service worsen this problem. Consumer feedback and recent industry surveys showed that there are issues with dependable assistance, lengthy repair waiting times, and service centre availability mostly in places such as urban area (Teece, 2018; Lienert, 2023). Regulatory agencies have questioned the safety of Full Self-Driving (FSD) software, and they start prompting recalls and legal investigations.
Employees: Tesla internal culture is well known for its fast-paced and high-pressure which led to high innovation but also to high employee turnover rate. An investigation has started at Gigafactories in Texas and Germany because of employees complain about excessive working hours, safety regulations, and the repression of union efforts (Bratton & Gold, 2022; Ewing, 2023). As of 2024, due to Tesla’s labour practices, the company has been placed under growing reputational risk and drawing criticism from ethical investors.
Investors: Tesla’s stock continues to fluctuate in response to operational performance and to external factors such as interest rates, geopolitical unrest, and regulatory developments (Hill et all., 2022). The company's valuation is largely dependent on future earnings, making it susceptible to market corrections if schedules and technological advancements are not met (Barney & Hesterly, 2023). Future goods such us Tesla Semi and Cybertruck give investors a high risk and increased uncertainties about those products profitability, mostly in a situation where economic conditions will worsen, and the competition will increase.
Competitive Threats: Statista (2024) reports that traditional automakers now produce affordable electric vehicles with comparable technology and range, reducing Tesla's dominance in the market. Local manufacturers decided to reduce Tesla’s market share in Europe and China, both being two important electric vehicles, by doing so they provide customised products, aggressive pricing, and better quality. Battery and charging technologies built by other competitors reduce Tesla’s edge.	When licences will expire and international charging standards will change, it is possible that Tesla will lose its uniqueness. 	
Another way of showing its weakness is the lack of product diversity. The products Tesla built are in a way or another limited to a certain market niche, because other opponents provide a wider range of vehicles such as hatchbacks, tiny automobiles, and hybrids. The Cybertruck introduction was severely delayed fact that allowed rivals to effectively fill the gap for market shortages.																				
Sustainability and Scalability: Tesla aims to lead in sustainability but faces real-world challenges. Boken et al., (2021) noted that battery production still impacts the environment, and there is no evidence of widespread use of closed-loop battery systems despite Tesla's claims. In 2024, Tesla supply chain was severely criticised, especially for the way the company purchase cobalt and lithium from war areas, for the carbon impact in battery manufacturing, and water usage at Gigafactory locations. The rapid expansion of Gigafactories presents various logistical challenges, including opposition from local communities, construction delays, and regulatory hurdles. These obstacles have particularly affected timelines and increased costs, primarily within Europe.
Leadership Dependency: Although Elon Musk has a huge influence on Tesla’s brand and strategic identity, his leadership has speed up Tesla’s expansion, but his personal problems have raised questions about leadership succession and diversion. Shareholders deeply criticised Elon Musk’s engagement with social media site X (previously Twitter) and other activities. To reduce over-reliance in high-growth companies, charismatic leadership requires corporate governance and leadership succession planning (Northouse, 2021).


2.5 Market Position & Competitive Standing and Strategic Alignment

Tesla holds a notable position in the electric vehicle industry due to its shift from being an innovative disruptor to a market leader. Although it is considered relatively new compared to established automakers, Tesla has significant market impact and brand recognition primarily because of its technology and direct-to-consumer sales strategy (Fernando et al., 2022).
Statista (2024) mentioned that in the US and few places in Europe, Tesla continues to dominate the electric vehicles market. According to Kumar & Tripathi (2023) industry research, Tesla is among the best-selling electric vehicle brands globally with a market share of about 18%. Although Tesla keep itself on top, local manufacturers like BYD and NIO, pose a serious threat because of their increasingly market share through price competition and government assistance (Zhao & Li, 2023).
In 2023 revenue, Tesla’s financial performance has remained strong, having a capital of over 81$ billion (Anderson et al., 2023). Tesla employs unique technologies to effectively expand manufacturing and control its supply chain, thereby increasing profitability. Due to legacy infrastructure, competitors such as Ford and General Motors face challenges with lower profit margins and increased expenses (Morris & Andrews, 2023).
Tesla benefit for few key advantages such as brand loyalty, exclusive battery technology, and smooth software integration user experience. Harms et al., (2022) stated that Gigafactories approached built by Tesla strategy, increases responsiveness to local markets, lower the costs, and improves production scalability. Nonetheless, Tesla is facing few issues at the moment but one of the biggest is the Full Self-Driving (FSD) which requires several changes to be complied with the regulations (Davies et al., 2023).
When comparing Tesla with its competitors, it is evident that Tesla continues to lead in innovation. However, the company is losing ground in areas such as diversity and international service networks. Lucid and Rivian are well-established automakers that are rapidly expanding their electric vehicle production, thereby intensifying competition and challenging Tesla's innovative advancements (Mitchell & Kuan, 2022).

A SWOT Analysis will be conducted to offer a thorough assessment of Tesla’s strategic position.
Strengths: The best strengths Tesla own is its innovative ideas in battery technology and energy efficiency. Those advantages make Tesla position in a high-top leader list in environmentally friendly transportation while additionally enabling extended vehicle range. Combined with this, Tesla’s customer based is very solid and has a strong brand equity, fact that built a long-lasting competitive edge in a place where other automakers remain in standby. In addition to this, from battery manufacturing to direct-to-consumer sales, Tesla is known to be the first who is looking to improve responsiveness, cost control, and innovation velocity (Harms et al., 2022).
Weaknesses: Tesla’s overall competitive position its affected from few weaknesses such as company limited product line, which show lack of cost-effective models, and they are not for consumers on a tight budget. Furthermore, the repair services and customer care have a low quality because of the customer criticism as it does not offer the accessibility once promised and there are plenty delays in some regions, mostly those in rural areas (Davies et al., 2023). The customer satisfaction is lowered, and the brand loyalty might also be affected.
Another issue is the over-reliance on the company CEO Elon Musk persistent problem. Tesla had a remarkable success because of Musk’s leadership, but his personal problems and the extra focus he put on other projects pose a risk on the company brand and raise concerns over shareholders. Due to the lack of an effective leadership succession strategy, the governance start having long-term concerns (Northouse, 2021).
Opportunities: There are plenty of opportunities available to explore for Tesla, mostly in underdeveloped nations where electric vehicles adoption is low. Furthermore, the solar and energy investment offer opportunities for revenue diversification. Carlson & Gordon (2023) mentioned that project growth of autonomous driving and software licensing could make possible high-margin business models beyond hardware.
Threats: There are few dangerous factors which pose a threat to Tesla’s position in the market. The business position is under threat due to the competition from Chinese and European manufacturers, on which many enjoy the advantages that comes with it (Zhao & Li, 2023). Tesla made a lot of promises related to Autopilot system which is now under regulatory scrutiny. Nevertheless, Tesla is under continuous operational risk due to the supply chain disruption, mostly because of the rare earth metals and geopolitical instability (IEA, 2023).

The main mission of Tesla is “to accelerate the world’s transition to sustainable energy” and the company unique vision is “to create the most compelling car company of the 21st century by driving the world’s transition to electric vehicles” (Tesla Inc., 2023). By doing those declarations, Tesla made it clear and demonstrated a high dedication to market changes, sustainability, and innovation.

Its mission and vision clearly align with the way Tesla is performing at the moment. Tesla showed a continuously commitment to sustainable change by the way it continues to invest in battery innovation, autonomous driving, and renewable energy. This mission is supported by company diversification such as gigafactories, solar goods, and energy storage technologies (Carlson & Gordon, 2023).

Tesla have a unique way to perform market penetration by making the technology top priority and putting consumer interaction top priority, and that is what made this company so interesting and inventive. However, sometimes the company cannot always fulfil its objectives, and it is caught up with problems such as service quality, manufacturing delays, and reputational hazards.

Tesla’s investment could be increased in service infrastructure, produce few entry-level models who could be approach from every budget customer, and apply better governance policies. By following those steps, consumer happiness can improve and will also strengthen brand resilience along with stakeholder confidence.
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In conclusion, due to its innovation, vertical integration, and dedication to sustainable energy solutions, Tesla become one of the top leaders in electric vehicles market. The strategic Tesla use it is unique and helped the company stay on the competitive edge in a fast changing world of automotive and that is due mostly because of its strengths which are different than the rest such us sophisticated battery technology, a strong brand recognition, and direct-to-customer sale.
However, few weaknesses make it harder for Tesla to expand, mostly because of its restricted product range and the lack of more affordable electric vehicles models which restrict its attractiveness to a broader customer base (Maradin, Malnar, and Kastelan, 2022). Moreover, its dependencies for its supply chain and product scalability could have possible impacts in meeting the increasing global demand (Strawhecker, 2023).
David & David (2016) mentioned that Elon Musk leadership have raised concerns about its strategic continuity and corporate governance.
Tesla’s strategy has helped with its market position but because its ongoing scandals, manufacturing difficulties, and high competition the company’s success is at high risk.

By following the next steps Tesla will maintain its position and will have a higher chance of success:

6. Build reasonably priced electric vehicles.
7. Increase global presence.
8. Build a strong supply chain.
9. Accelerate the development of totally autonomous driving technologies.
10. Focussing more on corporate principles and vision.

Because of issues such as diminishing sales, fierce competition, and leadership scandals, the future of Tesla seems to be complicated even if CEO Elon Musk sees an increase in revenue by 20% in 2025. Without dealing with these issues, its gone be difficult for the company to maintain its market share (IndustryWeek, 2024; Los Angelos Time, 2025).
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